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GROUP amB'l'III G Dec•ber l, 1939. 
9130 .... 

Preaent a 

B. !II.Jrl 

Pole)'l 

B.N.Jra 

Pole)' I 

H,M.Jr: 

Bell i 

Belli 

B.ll . Jrl 

Bella 

B. ll.Jra 

llr. Banes 
w.r . oravee 
)lr, 'l'holllpSOn 
llr. Baae 
llr. R1etler 
llr. Cotton 
Mr. Stewart 
llr. Gaston 
llr. Bell 
llr. Pole)' 
llr, Duftield 
llr. Wh.1te 
llr. Barris 
llr. Cochran 
llrs Kl.otz 

Dan Bell, 'be here at lla30. Tills tlllng I gave 
tllll President , I wasn 't quite sure I had tllll 
right answer. Bas Dan eeen that oneT 

No. We will get together attar the meeting. 

I couldn 1 t tell whether - what 1a h1s name -
has written to the COIIlptroller or not. 

Yes, h e baa . 

I aee the General Couna•l over there resi gned. 

No, Assistant General Couneel. 

But Carmod)' wrote another latt•r• Tbe letter 
we aakecl him to give, he gave, 

It bam' t been entered on the record ,-et. It 
is on llr. Parle)''• deak. 

Wh)' notT 

We told h1m we would have another meeting with 
h1lll and s ee 1t there was a~th1ng that could 
'be clone 1n another wa)' and then •• would go 
back ancl see h1m again. 

Wel.l, we wUl. tal.k about 1t l.ater. You (Pole)') 
ancl Dan can get together. 
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Poley: 

B. M.Jr: 

Stewart : 

Du!'tield: 

H. lt.Jr: 

Du!'tield: 

H. ll.Jr: 

Bane a: 

H. !II.Jr: 

- 2 -

Yea. 

Gene, where did all this atutt in the paper cane 
trom about eecuritiea, Federal Reserve going to 
do acmethlng, et cetera! Baa Walter Stewart been 
talking' 

Yes . 

I had several calla yesterday trom newspaper men 
who eaid that New York was a hotbed ot rumora ot 
what was going to be done to eushion the -rket 
against to re ign selling. They didn't eeem to 
know what had eaused them all of a sudden. In 
response to any questions about the Government 
taking any aetion, I was pretty blunt, sa.id tbat 
we woul.d not . 

Well .•. • 

But in spite ot that - well, ot oourse I had to 
adllli t tbat I didn't know what private groupe ndgbt 
be interested in doing. But I was pre tty sure 
there was nothing brewing. 

I don't think the English have anybody to blame 
but themaelvea tor this eonatant postponement. 
Ever·ything was set for them, doing a two months 
job for them in two days. 'Ihey are eom1ng in at 
10: 30. 

All right. 

One ether thing, I kind or thought I might - the 
gentlemen thought it woul.d be well 1f we might 
ask those men who met with you and Traphagen yes­
terday to meet with - lfonday afternoon. 'Ihe 
thing that I ..:>ul.d like to put up to them ia tbh: 
It aeema to me that now that the Bondholder• co­
m1 ttee baa met us halfway, my own feeling ie, I 
would say to them, "Now go ahead tnd get the bea t 
deal that :you ean and then ccme and tell ue about 
it and leave us 1n the background as the umpire, • 
rather than do the thing that scme ot the people 
want . Lot us go ahead and aee the Colombiane and 
let Jesse Jones eee them. He telle them one thing 
and different people 1n the State Department tell 

2 
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Ranee : 

H.M • .Tr: 

- 3-

them someth.ing else and one day we are told that 
.Taraatllo 1s to represent tha and the next day 
we are told that the Ambassador 18 to represent 
t h81'11 , and I just woodered whether we couldn ' t 
aay to Mr. Traphagen, "How you go ahead and ;you 
get the beat you can and then come and tell ua 
about it. It you t'eel that - and it' we reel 
that you are too hard, we will tell ;you so. It' 

you think the Colombians are not being gensooua 
enoUS}l - but use us aa an umpire ." '!hat ia the 
way I envisage the thing. How do you reel about 
it, .TobnT · 

Well, I assume that the Colombians will have to -
before they can make any deal with us they have 
got to make a deal with the bondholders. I aasume 
that ia the way this thing has to be dooe , but it 
ia more or leas a simul t aneous operation , it seems 
to me. '!'hey have got to find out tram two end a, 
first what we will do here in Washington and second 
what the bondholders will do, or vice versa, What 
the bondhol ders will do, and try to work us arotmd 
to that point of view. It seems like a simultaneous 
operation that has got t o be carried on both aides 
together. This is the first experience I have had 
with 1t and I don't know whether that is the correct 
viewpoint or not , but it seems to me to be putting 
the cart beforo the horae for ua to make a deal 
and then go to them and say, "Here i t 1a, buttoned 
up, " rathe r than - I wou ld think the cons tructive 
way to do would be, aa we are having our conversa­
tions with the Colombians , to keep these people 
posted on wha t the thougnt of the Government was 
in going to Colombia with this or that sort of 
prq,posi tion. 

I don't know if that i s correct or not , but it 
seams to me to be a thing that has got t o be 
carried on concurrently w1 th the Bondholder a 
Council and keep them posted on what we are doing , 
and we to be kept posted on wha t they are doing. 
Does that make aenaeT 

It would, .Tobn, i t' the 
the Treasury does it." 
State Department won ' t 

President told me, "All 
But in the room here, the 

let ua do it, see. 

3 
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'lhe onl7 agenc7 that I can t1nd out in the Govern­
ment that baa an7 mone1 that ,.au can tap 111 the 
Import- Export Benk or the RFC, one or the otber. 
I gueu it h through the Import-Export Benk, an4 
it ae-s to me that the negotiation baa got to 
ultimatel'J be nth tbe !aport-Export Bc:lk, 80 it 
seemed the part of wisdom to get one pereon to 
deal for the Oovermunt and baTe the other agenoiea 
advise with them all the time. 

For instance, if 70u eaid to the Import- Export 
Benk, "You work this thing out along these linea• -
and as I understand t he Committee ia ,.ourself and 
Mr. Jones and Mr. Wellee, the three of 'JOU. You 
are the final court that this thing baa got to go 
before. So it would seem to me that ,.au and Welles 
and Jones could agree upon one of 70u to do the 
negotiating with the Colombians and the other two 
eta7 out ot it, let the staffs of the Tarioua 
places know the details and the negotiations ae 
it was going along and either object or agree ae 
,.au go an4 keep the Bondholders Council posted 
each step of the wa7. It WQuld seem to me that 
would avoid getting into this awful contusion that 
we got into before, We were out of it, but the 
rest of them certainl7 got in enough contusion, 
because there were too man7 oooks there , it eeemed 
to me. 

The onl7 indication on that is , I don't think that 
the IIIIPort- Export Benk ous:ht to cCI!Ie into this thing 
until the7 have settled it, In other words , I don't 
think we ought to bold the thing out aa a bait, 
•If 70u do this , we rill give 'JOU ten million dollars." 
I don 1 t think tba t 1a right . 

Well , I didn 1 t have that so lllUeh in mind as I did 
narrowing the negotiations down to one person to 
avoid what - the Brazilian waa Shifted from one to 
the other and 'the other and back here again, We 
t1nall7 got in and straightened the thing outJ 
I think 'JOU did , the last morning the7 were here . 

I felt- I rather- I aa SPins to ea7- I dco't want 
to de cide - I don't make ~self plain, but atter 
what we are tr,.ing - I agree nth Cotton. Cotton 
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said that tbe Bondboldere Committee expecte ue 
to harrow tb1e .fi eld and tert1l1&e i t .foro them, 
but that 1an 1 t setting a pattem, I would l1ke , 
1t I had notb1ng else 1n this halt ho\U', to 
.f'1n1sh thh up. It woulc1 be well epent. Tba t 
1en1 t setting a pattem and that i s what we aroe 
trying to do , Tberoe.f'oroe , wha t I woulc1 - if we 
aroe troying to set a pa t tern, I would eay to 
Ml', Traphagen , "Now, llro . Traphagen, you do tbis 
negotiating and aa you proceed come down and 
aee ll"ellea, Jones and me and talk it ove r> and 
we w1l~ advisa you. Then you go back and ass 
tbem again and keep ue informed, • 

That would su1t me first l'&te , because that would 
k eep t hem .from l'UDDing fl'Om one deparotment to 
the other. That would be swell. 

What would you think ot that! 

The t would be tine . 

"And anytime, lolr. Traphagen, you want sane t hing 
and you .feel that you are not making progress 
you keep us inf ormed. This is youro responsib!lity, 
and we would like you to keep t elling us - it we 
heu anything we will paea it on to you, but it 
i s 7our reepons1b1lity and !Ar, Yiallae and llr , 
Jones and I are available any t ime you want to 
see us , • Jus t think that one over. 

Now, I mean, i realize that we a roe in a eort of 
center ot the thing, but we &1'8 troying to wor>k 
out a pattem, how we al'8 going t o do 1t - what 
are the two countroies , Harroyt 

Perou and Ecuador>. 

Seat 

Tb&t i s cel'tainly right, Ml'. )!orogenthau, but the 
trouble ia the U . s . Goval'lllllent aaked this .fellow 
up heroe tor> ~ • • 

Whot 

They asked Jal'&millo to come up here and you have 
got him l"ight 1n tbe middle ot s0111atb1ng. I think 

5 
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you bave to aee whether he will make an offer 
and then turn i t over. 

Be baa been here - evidently it is only during 
the las t 48 houra it was decided he is the 
fellow. Up to 48 hours ago, you tell me that 
he didn 1 t have the authority. 

Wall , there were t wo fellowa, They are together 
all right, now, I think. 

But they weren't 48 hours ago. 

Well , that is what I heard. 

You md I d i ffer, but that is mat we are here 
for - not to differ, but tor you to tell me what 
you think. 

I like your pattern, but in this particular case 
there 1s the background tha t 'tlben the bondholders 
and the Colombian Government got to a complete 
s t alemate this summer and negotiations seaaed to 
be broken, the State Department said to the 
Colombians , "If you come up with a real offer 
and show i t to us , we will then, i f we th1nk it 
1a right , refuse to aupr'rt anythine h igher above -
before the bondholders. Now, i t does seem to 
me that that is where we are pi cking this thing 
up now and i t seems to me that does imply that 
we bear their otter and then turn them over to 
tbe bondholders. I do think tba t the Govertllllent 
1n tb1s caae is rather committe d to hearing 
the offer they are prepared to make. I ehould 
th1nk that we would hellr 1t without oonmitment 
and then tum them over. 

Where 1a the documentary stuff on this , that they 
were 1nv1 ted to come up bare , and all the rest 
of itt 

It i s a ll., •• 

Don1 t look at me. 

'!hat is wba t we have out of the conversations. 

Regraded Unclassified



Cotton: 

H.K.Jr: 

Cotton: 

H.I!.Jr: 

Cotton: 

B. M.Jr: 

R1efler: 

Hanes: 

H,II . Jr: 

Hanes: 

- '1 -

Well, xr. Welles in thia ott1ce eaid, •I will 
go r1gbt 'be.ok and aend a wire and uk them to 
a end h1lD 'liP. • 

Well, he dldD't, did beT 

Oh 7ea, he aaid that to )'Ou. 

But he didn't do 1t, d1d beT 

Well, the fellow ia here. 

Well, ian't be here aa one ot the twent,--one dele­
gateaT 

He ia here aa both, I believe . 

lll I am trying to aa,., I probabl7 aa1d it badly, 
ia that it we had one person, i f you and Jonea 
and Welles could decide between the three ot 
you that one person would be charged with the 
responsibilit7 ot conducting all negotiations 
on the part of the Govemment, keeping the Depart­
ment of Commerce - I 1mag1ne you wanted to keep 
them posted on the situation. I don't know if 
you do or not. ·I have got aometh1ng to report 
to 70u on that, but if 70U b&d one man who was 
charged with the reapo.na1billt,- or the negotia tiona 
ae t ar as the OowrtD~ent -• concerned, and let that 
man be tho 1ntel'l!led1ary between Colombia and paaa1ng 
the 1nfo~t1on along to the llondbolders Couno11, 
than 7ou would narrow the thing down to where you 
would have the Oownment, Bondboldara Council 
and Colombia - three people - to a poei t1on -.here 
70u could either make a trade or not. 

But 1n tonaul.et1ng a pattern, I don't think the 
Government should haw one peraon. 

You \llldaratand, Just one person doing the talking, 
the other three with their departaenta in tbe 
background, but all I • tr,-lng to avoid 1a wllat 
-• auch a dhaetroua experience 1n that other 
thing. It ae- to ae 1t -• ao badl7 conducted. 
It gave ua an awtUl black eJe wben that an - I 
would have thought thb Oove~t didn ' t know 
wlla t it waa doing. 

7 
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And if you aay it to Mr. Jones , the aame thing 
will happen to him that happened to me . 

Unleaa you and Well es a greed to atay ott, and 
when I say ata:r ott, I mean to ata:r calm and 
quiet. 

It is eaay enough tor Jones and me to agree, 
because we have a lways agreed. ~e have always 
done business and never had any t r ouble , but I 
still say that the chances are nine out of ten 
if it amounta to anything that the same thing 
will happen - and that ia why I think tbe three 
of ua have to act all 1n the same room. 

I mean 1n the sam& room, but talk separately 
because when you get three departments trying 
to t alk at the same time with one man it ia Just 
con !'using. 

John, I think tb.at overlooka one point and I 
think the Secretary's position 1a the correct 
one with one alight modification. I don't feel 
that you can leave the negotiations in the banda 
of the lending agency, because that inevitably 
means that the terms of hie loan, the discussion 
wh ich takea place , is in terms of quid pro quo 
and I take it that the Secretary wanta to keep 
the two independent , a a I think they should be 
kept independent. It ia Jesse Jonea' business 
to make a loan and to aet the term1. 'lhe sole 
consi deration that he should have prior to that 
is that there hae been an adJustment •de and 
that be can go ahead, or tha t the bondholders 
are so unreasonable 1n their de~• that the 
Government 1a going to go ahead in any case. 
&t he should have , it appears to me, noth.ing 
to do with the terms upon which the adJustment 
should t~te place , because that immediately 
i ntroduces a tie- up between the loan and the 
adjustment , which 1s the very thing the Govern­
ment wishes to avoid, so that i t appears to me 
that so far as the extension or the loan i s eon­
earned, I think you are right . One man, possiblJ, 
should handle it after an agre ement baa been 
reached elsewhere , but eo tar a s contact between 
thia Government and the Colombian Government i s 
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OCillcemecl, I think the - Y to do 1t, ae the 

Secretary augseata, 1s to let the bondholdel'a 

be the negotiating 1natr\8ent but at •••1'7 
stage - thh 1e whal'e I 41tre .. with the Seo:N­

ta..,. - instead or their 1ntom1ng ua when they 

have reached an 1mpaaee, that they ahoul4 keep 

the Go•emment inromecl at e•e%'7 step or the 

conference ao tbAt 1! an:r tt.e this Go'te..-nt 

reels the:r llligbt be "UDreaaona.ble - and tbey 

sight be tml'e&sonable because llr. Tl'apbAgen • a 

final re-rk yesterday -•· "Yes , but the Oo•em­

liMnt doe an' t dare extend a loan unleaa the)' 

!1l'st JDalce a debt adjuetlllent. • I don't know 

1! those were the exact wor<1a, but the:J were 

very close to it, which means the:y will uao 

t..,. to uee that as a lever to extract as much 

ae the:y can. '!hat ia wh:J I th1nk at eve..,. stage 

1n the Pl'Ogresa the:J should keep this Oovet"'la8nt 

1nfol'lllecl so the t this Government at any ~oint 

it r eels desil'8ble can step 1n and aay, Tbia 

position is unreasonable.• 

I agree with eve..,.thlng :rou sa:y, but I want to 

corl'8ct one Smpl'8ae1on. I am suggesting the t 

the lending agency be that one person - I don't 

mean to suggest that. All I 1110an to suggest 1a 

that one or the three - I don ' t ca 1'8 which one 

1t ia, I think those men &l'e intelligent 1110n and 

can decide between themselves who is going to do 

the talking, but all agree the:y will keep quiet 

and talk to theaael•e• and let nobody else . And 

let the one man they decide on do the talking 

tor the Govemment where•er the:r decide to talk. 

Let the Bondholders Council do 1t as you suggest, 

I agree. All I am saying 1a that we got 1n a 

terr1.!1c contuaion O'ler the !lrnllian thing, be­

causa we were ah1tt1ng that tallow back and forth 

and finally the Secl'8t&J'7 had to cCIDe 1n an the 

last -ming he -• here when he threw up hla 

hands and said, "I ha•e got to go ho .. ; I can't 

stay here an:r longel'. '!he thing 1a a nop. • 

Ot course , the l'OCk upon which that bl'Oke Was 

aoaaeth1ng quite othel' and it is the YeJ'7 thing 

we wanted to &'told . 'l'he:J tied up the extenaion 

with the assistance or a debt adjustment . 'l'h&t 

1a the •e%'7 thing we would like to ••old U 
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possible . Jteep the two separate outwal'<ll:r 1n 
an:r case and the Gove~nt to step l n onl:r 
when it becomes unreasonable . 

I don ' t know an:rthlns about the details or that 
t hing , beca use we were lett out or i t completel;r . 
So tar aa I waa ccncemed, I dldn ' t know an;rthing 
about i t until Welles came over here and sai d to 
the Secretary, •For God ' s s ake , help ua . " 

You and I know aa mu.ch or as little about it - I 
.,an, I don 1 t know an:rthing more than 70u do 
excep t that morning when J'OU were here. 

Mr. Secr etary, I thi nk J'OU still aro able to 
follow your pattom on this . I thinlc you will 
profit in having this man come 1n and call on all 
three of you. Be 1a talking to all three men on 
tho com:~~ittee. You, as chairman, have broken the 
ice wi th the bondhold ers co~ttee. They have 
been d own and talked and had our views . It seems 
to me now :rou could rotor this man , whoever is 
n egotiating , to tho Bondhol ders Council in New 
York, let them hnndle it. There won't be a l ot 
ot story to tel l , because i t shouldn ' t go on very 
uany days and then the:r can report to :rou. 

Who report to us' 

Tho bondholders report to :rou. And I think you 
have contact now with Traphagen, either :rou or 
Mr. Banes . 

Do :rou take the position I am taki ng? 

Yes , I do. 

I don't think thoro is any difference in what an1 
or ua ls sa71ng. We are a ll tr;ring to narrow lt 
down to the least number or people. It isn' t a 
question or Who does it, i t i s jus t to got i t 
down to one a gency doing t he talking and the other 
agencies doing the advi sing. 

Johnny, it you and I are 1n buaineaa and I sai d , 
"Johnnt, will 70u please go ahead and do t his 
thing, 70u would know that I would tend to ~ 

!0 
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business and you would go ahead , You k.now 
perfectly well that of the three, unlesa I 
designate ~self - enough eaidt 

I think you can designate yourself. 

But I don't want to , 

I think all you have got to do ia tell Jesse and 
Jesse and you will both agree on i t right away. 
You can vote for yourself. 

I want to hear from V/alter Stewart on it , 

I don't believe I have enough immediate back­
ground on this. I agree with Harry White ' s 
statements and w1 t h Cochran's s t atement. There 
seems to be two seta of nego t iations that ougnt 
to be conducted separately with the parties 
kept inf ormed, It see:ns to me not unreasonable 
that the ?:xport-Import Bank should so.y , "We will 
make a loan to you on the condition you clear 
up your other obli ga tiona , " 'lie are not entering 
into details on that . The Colombian can talk to 
the New York bankers and say • "We want to clear 
up with you , but it ia conditiona l be cause we 
are negotiating somewhere else," 

I would like to see the responsibili t y left w1 th 
the bondholders to cooduct t h e negotiation after 
t he 1nt roduct 1.on had been made. 

I am going to give Cot ton a chance f or rebuttal 
on this . 

I agree, excep t I am sure these fellows are going 
together and tell Mr. Welles what they are pre­
pared to do, or if you have a meeting with them 
Jtonday t hey are going to talk about 1 t and then 
you can tum t hem over or you can call of f this 
meeting and tum them over now • but somebody 1n 
the Gover=ent 1a going to be told 'llbether t hey 
are going to do sometb.1ng or not and Mr. Traphagen 
certainly expec ts , after bei ng beaten over the 
head and brought down here , that the Oovemment 
will try to exact an offer from thes e people. 

11 
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Ill new or tbe tact that tMir .... 

I aUU don ' t agree with :rou, but I aa 81)1n8 

to t211nk about 1 t and I am soins to a•• a 

ta.lk •• • • 

I t211nk 1t 1a a delicate point aa to which ODe 

gets tbo otter tirat, because aomobody i s to 

blame then tor the terM not belns better thaD 

they otberwlae .,uld be. 

'l'bat 1a just 'llh7 I want 1'rapbagen t o handle it. 

I am ~ing to think about it , and thank you all . 

I dm t think there is an awtul lot or d1tterence, 

but there is one fundamental <Utterance. I would 

like Trapbagen to cmduot tbe negotiation and re­

port to the three or us When we are all 1n tbe 

same room at the same tiiH. o. !(., John! 

'l'b& t 1a .tina. And look the door. 

I will stand in that corner with ay baclc against 

the wal l and the otbera can stand 1n any posture 

they want . 

'lben 1a your .,.•tins set tor, aometiae lfonday! 

No , i t will be '1\l.eaday, 'but Jones will be over 

bere llonday to aee ae, I am sure. Tuesday at 

3100 o' cloclc . lll rigbt , thanlc you. 

lbo baa got •~thins 1aportant! 

I this this baa to be dmeJ Whether now or later, 

it 1a all rigbt with •· Ed lloble asked tor a 

cmtercoe tor hiaaelt and 0 1 Connell and tor JU to 

tranealt to you certain 1nto~t1on which he d1dn 1 t 

gin you when he •• here and eich the President, 

1n that telegr&Ja, requested him to gin :rou and I 

have got a •-randwo here - I told h1a a oopy or 

the letter he wrot• to the Prea1dent and a oopy 

or tha plan 'IIIlich tbey were workins on at this so­

called aaoret ••tin& about 11b1ch the Pree1dant 

telegrapbed h1lll - ana aa a result or 'IIIlich he 

called you and be called the Undersecretary or 

State and the Undersecretary or State baa held 

!2 
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h1a orr and doean' t want to talk to him until 
be, the Underaeoretary of State, bad talked with 
you and Jeaae Jones. I tbinlc this in!'onaation 
tl». t I aa tran111111ttina to you, you llligbt want 
to look over and then pass it on to White and 
Joe Ootton and whoever alae is interested, 

I will do that. 

He was terribly anxious that you have the whole 
story or everytbina that he h as done up to this 
date. 

13 

There 1s only one other thing that I have got to 
clear with you. Roy Blough had made arrangements 
to go to IU.lwaukeo. Gone Duffield, I thinlc, bad 
some speech out there that he wanted h1a to 1118ke 
and that i s Tuesday and Wednesday, On a ccount or 
this Paul memorandum, I wanted to make sure whether 
you thinlc it is all right for hlm to go those two 
days . I don't know if you will need him for any­
thing , but I thought I had better, on aeoount ot 
t h i s thing ••• • 

I would let him go . 

What elseT 

tbat is all I have got. 

We are meettna at 10:00. 

10: 00 o'clock. 

HerbertT 

Nothlna. 

EdT 

I am writing a letter. 

Haa Hanes seen itT 

Ko. 

I would llke him to eee it. 
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'lbe bo7a are back !l'o= ouat~a and tha:r n ­

pol'ted that 111'. Oaeton -de a sreat pel'aonal 

aucceu, -de a lot or fl'ieDda tor tbe Trea..uo,. , 

!117 thank a to the bo7e. I reported the t the7 

made a ~at personal succeaa. It waa a 

collecti 'fe enterprise, 

I see that between you {Bell) and Duffield, 7ou 

ha'fe discovered there was a loophole in the debt 

l1:n1 t. 

'lhat tMns was variouel7 reported , The trouble 

was that most of the bo7• have taken the trouble 

to lock into this tMns and they had their notea 

a ll 1n their pockets when th"J were 1n bare to 

aes 70u, and when you menti oned it, the7 thou~t 

they had batter write it and then they did. 

They had their notes , but th117 dldn' t have the 

debt l1Jal. t correct, did tha:rf 

I don 1 t think aeybody can t1gure it out exactl,y 

and I don't thinl< the7 had it exactly. 

Han they got it nowf 

Approxlmatel7, 711a . They can t ake tbe gross debt 

and tho 45 billion and it wUl co:oe out about 

right . '!hat 1an1 t tho way to figure it. We hen 

30t to add to tbe ... ount or debt outstanding 

the unacc:umu.lated die count on SaVings bend a . tie 

ha'fe got to deduct, of coarae, the war debt and 

currenc7 debt . 

But you gave it to tb-f 

Yea , a.nd llonday after tha prel'm'nary debt l .1lllit 

colSSe out, we will have i t ~graphed. 

I juet wanted to ropol't a bunch or allowancu tor 

1940 came in. I aa ha'fing the analyzed. I tbiJIIc 

there will have to be sOCle protests. 

Yea , we have got to aake a protest. 

Well , I will be getting up s t atement• or proteata 

on the itesa disallowed. 
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Wall, Harold Saith i~~~p11ed thet to ,.ou, didn't 
he' 

The onl7 itea I mldlt oonlider .. r1oua would 
be the out on the .l'unda provided tor 110ving 
gold bullion. 

How 11111ch' 

.lbou t 2i Jllillion, 

I Wc:alldD't protest that, I don't think. It ian•t 
a a 1aportant a a 80118 or the it-s J'OU want to 
protest, and 1 thilllc 1t the gold does oome 1n 
we will have to 1'81110ve it and we oan get a deti­
cienCJ' much easier. 

With the exception ot co ... t Guard , is evel'J'bod1 
clear now' 

Well, there are aome proteatl which should so in, 

They out 3 million dollars tran tha request, but 
not !'rom the last year. Last year they bad 59 
million and thia yea.r they had 60 million. 

It ia an average or about a aix percent cut on 
our estimates. It is onl7 two percent on our 
appropriations. 

It ,.ou th1lllc I should worl'J', ,.ou tell 118. 

I think we will take care ot it, 

Row, llerle, J'OU and Walter Stewart come 1n at 
lOt:IO. 

Yea, air, we will bl here thm. 

15 

Regraded Unclassified



TREASURY DEPARTMENT - 18 
INTER OFFlCE COMMUNICATION 

'ItO" llr. Oocbran 

Jl;y appointDMnt lloooro . lhigball, Gilford and Pinout wero recoind at l01llo 
tbh 11orn1Dg b;y Soorota<7 llorgentbau. lloooro. Ste-.rt , Ooohran and Butterworth 
... ro preaent. llro. Uoh and 11111 ObaUDCe;y follo ... d tho COnYtraation , the lat­
ter tU1Dg notao. 

'rile general trend of the connraatlon wao to t he etfoct that the Slcrotar;y 
tbcugbt it unfortunate t hat the Jlritioh GoYernment bad not taken oTer the Ylot­
iDS of aecur1t1eo pro11p\17 aa Iieure. 1b1pa an4 Gifford bad recommended. l!o 
thought that the publicity which hao occurred could haYo boon larcel:r aYcid.ed 
b:r proQPt action , and that the ohancoo ot fWther undeairablo PllblicH:r will con­
tin~• t o grow it tho d.ela;r increaooo. 'rho llritiob reprooontatiTea were oq~ll;y 
dh&ppointod ~t otatod that they bad boon &I Ti&erou ao poooiblo in their cabl.,.. 

to London oottlng forth their recOIII>ODd.etiono. 'rbo:r otill haTe no f1Dal 

ao to when tbe not~ will begin. 

'rho Socrotar;y reoal1od tho prol:lho which be bad IIDdertakon. to tho offoct 
that the 'i'roaour:r would uo any intonation in regard to oecurity aaleo gi....,n to 
it in ccntid.enco b;y tho Britioh authoritioo, o%Copt to tho degree tbat tho llritiob 
tbeaoelTea might opecitic8ll;y authorise. JUrthormore , tbo Secretary ~~aintained 
bio proaioo of cont1n~ng tho uoual las. neaely, of throe monthl, before giYing 
o~t Tronaury figurll on foreign ooeurH:r tran884tiono. The Seoreta<7 said he 
could not opealr:, howonr, f or the Seevitieo aDd Embango Oo.ai01ion , aDd 1t •• 
bio II'QUOotlon that t bo:r ooo llr. J'raDk poreonall;y on tbio point. llben tho quoo­
Uon arooo ao to whether any one fro• tho 'i'roaaur:r •• accoapanying tho llritlob 
Yloitcro to tho appointment with llr. J'raDk for lla45 tb h forenoon, I repliod 
that I had reco ... ended to llr. Pinoont that he aeok the appoint ment directly, 
which llr. Pinaont had done , and that I bad not colll!Wiie&tod with or hoard from 
llr. J'rank. 

'rho Secrotar:r IIODtioned our ~pineao mr tho d.ela:r 1n oett~ up tbo 
opecial account ot tha 1liAk of lllnclaDd with tho J'od.oral Rooor.-o 1liAk of llow York, 
to c.rr:r ar -terial pli'Chaaoo , and tho rtoitoro proahod t o de wbat tbo;y could 

to OJpedite tha -uer • 

.Uter the Yia1toro , except llr. PiDoont and m:roelt, bad loft , I handed to 
Soorotar:r llorsontbau a cop;y of a note which llr. Pine..,t bad SiYeD 110 Were we 
tDtorod t ho rooa, !:'be note bad boon d.eliYorad to Under Soorotar;r of State 11olloo 
on llov011ber JO b:r tho BrUiob hbaooadcr . It ret erred to tho Azl&lo-J'ronch oot-up 
tor Joint P\l'Ohaoing .,._1oo1oDO aDd t o t heir dooiro to loam the proper off1c1alo 

or thh GonrDJIODt with 'lllloll u.e:r could cooperate. !hi Socrotar;r •• ht.pp:r t o 
oeo that tho llritiob bad talr:oD t bio -ttor up throach tho State Dep..-taent. 
llr. 'hlleo bad proaiood t he llr itiob to giYO ..., eerl;r repl;y. !hero •• no aonUoD 

1n t he noto, but llr. Pinoont lot uo la:Dow tbet oral rofor..,oe bad boon aa4a to 
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Attn tlw M et1zlc, Y.olll'o. ltow:rt &114 lluHonor.lt. talb4 tanlt.n •Uit. tlw 
riiH<ora u4 llr, ltew:rt prooood tlt.a for action , oopeo~ oa \lw 'bl.llll: &OOCIIIIlt. 

tlt.lo tallr: -· coillc oa, (loyeraor larriooa ot \lw ht.orallle .. rn Julr: ot 
•• •Uit. •· ...., lleoara. ltow:rt aa4 llv.Ue1'11111'tlt. Joao4 u, I 11&4 1t.1a 

ov oOOlftl'•Uoa ..,aa. n •• prbci:p&J.q 1a r..,ar4 to t1w .. la:r 1a .. '"' 
'liP t1t.o llritiolt. -"""' ~tit. Oonraor larr1ooa 'o lui<. Be ~ ra\lt.n ~ 
t .. Uac tlt.ot 1t.a 414 ao\ bow _ , •• -tat. u4 tlt.ot tbot llrUiolt. ~lYeo 

t lt.lo oi .. ooal.4 not opooll: aatlt.oritaUYo}T aa4 •••..,.• h011 t1t.o Boalt ot ..., ... 
lt.le 'bl.llll: -uootod lllok ot &ooieioa or plaao llhiolt. bot 414 ao\ oouide -liUlA. 

[ ;:~~=~~~lt.la tlt.at ov .. eirlo 11&4 been apl&1no4 - bot •t 1a •etillco llotre. 
"' I r-.4 1t.1a t1t.o ... ..,. ot Ooto\er 21, lllliolt. n ba4 ... t t o t1t.o ••••7 

Lon4oa, lettinc tlt.a lr:aow of our apreooion of 4ooir .. to ftnoeat ~til r•e>oo\ 
tlw oettinc 'liP ot tbot opeo1al aocouat. I olt.o•4 lt.1a a COPJ ot the tonal c­

~liCiotl.oa of Ooto\er JO, in llbiolt. \lw JriUolt. •lt.ae17 intoned uo tlt.a\ t1t.1 Oban­
ot tlw :ll<olt.lquar 11&4 appron4 ot our IDC&Ietioll. 

tol4 llo'rernor Borrieon tlt.at f or oenral 4qo I ba4 been urcinc Piueat to 
lt.lo people f<>r ac\ioa. I otfere4 to co turtlt.er, llr . 1\ew:rt tlt.cucJ>t it 
\ e lieU.- it Barr!- lt.laeelt IOO'Cild ....., pr .. ..,... Oil tlw BriUolt. otf ioiale 
e c ....,tr, no• toar4 ,.ttillc tlt.l Buk ot Jlnclu4 t o co•-'" tile 4ooire4 

llr. n..n t~t.cuc~>t tlt.at tbot teclt.nica.l poiat rai01d \7 tln4er-llo'l'lrnor 
latt.,,... 1a a ooDTer•Uon ~tit. Tic• Preoiclnt lproul olt.oul4 not be taloea ao a 

tor 4olqiac tlt.o acconat . llo'reraor llarrhon ba4 Ci'I'ID tlt.e JrUiolt. no 4atinUe 
on tlt.lo poiat. lie prclliee4 t o ctn • a -rua... of t1t.o ooJI'FeroeUoa na­

llr. Stew:rt u4 ·I oueaoe4 to (loyeraor llarrhon U.• 8eoretar,1 o 
tlwt all ot thaee •"•" ~tit. the Br1Uolt. \o oonclll414 ao quickl7 ae poo­
llr. Steart a44ad hie oc opinion tlt.at l'flr,tlt.illc olt.ould certaial7 'bo ooa­

'botoro CoDCtlll rooon..,.... In tlt.e oonY.-oeUon, lloYeraor Borriaon referred 
nalt.appinoao of J:e• Torlt lt.aaltero 'b-11 of tllltir 'beinc 41}lr1Ye4 ot lluainen, 
poni 'billt7 of lt.anltero and economoh lannohlac u attaolt ..,ainot t1t.o 

Ped.en>l beorn action aa lleillc -..Uo.l. It •• aa4oretoo4 tlt.at lloTerao.r Borrioon 
ltoep 1a t<nacll ~tit. • u4 report procr .. o. I tol4 1t.1a t1t.o loor•tarJ •• .u­

to take t lt.lo •ttn 'lUI ~th tile Obucellor ot tlla llmlt.equar apia it ,.. 414 not 
acU<>n. 
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TREASURY DEPARTMENT 

INTER OI'F'ICE COMMUN ICATION 

lleuo\aq llorpaU. 

llr. Coobna 

-" U tOO \l>lo .. ...UC Ule I M1'otal7 rMel ...t Dr. Jol bt '-r7, 
C OIICOftUc -- Dr. Job of \he l toh llepen•a\ b.ol wriUu Ule ~ 

oa l o...Uar JO, -loa111c a Ct1p7 of a oo~oauu tla&e4 l o...--llar 28 1'.­

tu Lapt1oa of Sw1ho1'laa4 to \be llepen•at of State, aa4 a 0t1p7 ot \be 

lathr' • r<o»lT• llr. Coc!~Jwa ._. pr .. ea\ 4vtac U•• ooanH&Uoa. 

U ahoal4 llo u p la1aocl ~ Dr. s_,. 1a a M \ vallse4 lhdu otu .. ., 

v1 t il ~· 1a llo\11 Zlll'loh 11114 Oeana. Blo - 1114.1oa\oo t hat be 1a 

Pree14ou ot Jlull:an lo Ch. It h lr:Doa that be llaa liMa aa e4noor to 

con ata copUalloh, Uol'II41.Jic t bo a..tbaell114o, 1a ..n.c taa4a tr.a­

c"""'h7 to - her. fbo lau ... 11111lor rote..- wu _, ll)' Dr. Jeto to 

Secro\&r)' X.rc->tba. at\or Dr. hlo W - uoucl t ho -.thr po ... n•U r 

to \ bo Socoro\&r)'. 

18 

Dr. s_,. ol!pla1ae4 to S....o\&r)' llorpa\ba. tbo lahroo\ ot Sv1horlae4 

1A lna1141ac 11p r .. erno of 11 oUUoo vb!oh U..,. llopo4 to :pvc- 1a \Uo 

c cnmtr)'. fho I(UOUaa wu how tbo 8v1oo ottla1alo obaal4 looep .&.ori­

ott1a1alo latoi'M4 ao to """'' tho)' wro 4o1ac u4 how \o proOlii'O e4noo u4 

... tot ..... tro. tu .boorlooa ottlolalo .... llicbt lie v1Uiac u ooanU ¥1\11 

tboa. floo horo\aq ollpla1Ae4 t o Dr. '-r7 that be ._. aot a.cttac ao U.. 

coataot ottlc1al ¥1\11 f orolp Go-h. Bo e44o4 ~ rec.,.tl.T nepo 

W lleoa .hltea h- ............... tor_. Clo'r...,...at to han 4ooipate4 

ott1o1alo roo.ln U.. J'VOIIaaiac lllool..., troa f orolp -tr ho. le 

_.o\e4 that Dr, S..U,., t-..p U.. lhdoo ~u-. loara 1'.- \lie 

State »opan..t """'' otepo *-14 lie ..._. to cot 1A ,.,... ¥1\h tbeH 

ott1o1alo. !be S.oro\aq repoate4 U..t be wu aot \u ottlc lal to cntaot. 

Dr. loiiU')' otate4 tllat bo woal4 follow tlllo e4noo. la clootac be r~ 

tbet lie alpt ben ou quotlaa v1t ll roepec\ to cal4. fho Soorotor)' 

otate4 U -wl.4 lie prepor tor b.1a h llrlac t hlo 11p ¥1\h llr. ec.cu-. 

j.t ....,. Dr. s_..,- oallo4, ll7 hl.,.._., for aa IIPJIOIA\-t e4 

- t o ... • at J •'oloa t~. Dr. '-r7 4ooorlllo4, 1A - 4o\all, 

tbo oooa-.tc olhatl• la hUoorlae4 ooo4 aloo pn - 1AhrooUJIC 

olloorftU..., ot ~. b o14oa..U,., be npoeh M -.rl)' lateroalllnei<.-

4ow 1a ~ ooo4 110 s.-1oa ot hltoat'lae4 ll7 "'-· le nroooe4 

U.o 4lttloalt7 of traaoponlac tbe .. torlalo to lhr1taa1'looo4 vb!oll tba* 

ODIIIltJ')' nl(&lroo t or Uo praooat MoU aa4 4oolroo t o oton 11p tor tld.aro 

poool'lllo -· ror \l>lo pLpooo U..,.-. ollanore4 a ....U noot at 
Grook ohlpo. fllooo ftOoalo tl'llftl Ucto* tro. llo41h....- porto to 

t bo 1laUe4 &tatoo olaoo Sv1oo upono to .,... _,..,. an •• larco la 

llullt, oouhUac of o'Doll thiiiCO ao w\olloo, .al>ro14orl" u4 olloaloalo 
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tlbiob u aot tao .,. _. .,.... 0.. .r \lot 8111 .. Mn'J1ac a oarp ot 

oo\toa tr.. \lot llaUM lta&oo to \lot IIMl\o.Ji MP - tu.a \o a kiUD 

pon tor o_s..uoa ...a .nor ltolac belt tor tw ..... wa ts. .. u~ el.oarM 

nt ..U: .nor otrl.ki.JIC • noaU-c lll.ao - 'be Jri.UG :pen. floe ltato 

l)epart-t l.o boltiiiC hl\1~ \o cot a el.....,... tor 41root 8111,_.. 

troe U.. tlaUM 1\a&oo to llo41,o...._.. ,..no Yi..._. Uae nooelo ltoliiC 

lti'OISCht lato JDCli.D :perla. 

1\ wa PT M.'l'l.oo \ba\ tbe hloo Leptloa azl4 Dr. l-."7 ooatlauo h 

look to \be 8\ah Depan-t tor uol.ot"""• 1a nolo prolll-. u4 t or 

paoral e4'1'1oo oa U'll\ralUT, o\o, 

Dr, 8-."7 \hall raloo4 Uae quoUoa ot pl4. Ko uko4 it U .....U 

bo poool.blo tor Aaorl.oaa oxpono of too4o\utto u4 otber oo..od.l.tloo, 

vhl.ch SwUoorlall4 IIOW 4ool.roo to 'IIIITo lto pa14 1a pl4 1a 8Yihorl...a. !bat 

11, t~ plt ~ bo pOLi 1a A8orloaa - 1a hlhorlae4, t or toli.Tor,. to 

t~ llaHM. sta t oo attor tbe ,... tarlll.,..\oo, or wl.lllla a t1.,..4 :perlo4 of Uao 

after ouh hrala&Uoa, or .nor ohippi.JIC llu beo- oo aonoal \ bat uooool.n 

l.a...........,o ratoo wovJ.4 aot lto 4oeazl4o4 ...a rl.oko wov.l4 aot lto buar4ouo. 

~ hl.oo Oo.,...._t WO'Al4 lto Yilli.IIC to pll4co tho colt tlbich l.t baa 

1a t~ 111Uto4 Statu, !hat l.o , 1.t \~ colt 1a 8wl.horlae4 oluoal4 lto oobo4, 

or coaJ.4 aot lto 4oll.nro4 to tbo 11aUo4 St ateo wl.tbia t he opooltl.o4 porl.o4, 

8wl.herlaa4 voul4 pq to tbo 11al.to4 Statio tbe oquiftloat u out ot pl4 

bolt 111l4or ......n 1a thio -t17. !be wholo oobno 1o to aYOI.4 \ bo 

oxpoaoo of obippl.ac col4 fro• 8wl.turlall4 to tbo 1111lto4 Stoho, tlbiob 

Dr. ~ oot._.11 u tllroo por ooat. ('rho laour"""o rah tolaT 1o tin 

p er ooat, tblo rah bawi.IIC lt- ootal>ll.obo4 olaoo Dr. SOPPZ7 m4oa\lT 

...ao hio oel.oulaUou. ) 

I Ml<o4 Dr. ~ l.t 1.\ WO'Al4 aot b o pr ererul o tor l wl.horla4 to 

ooatlauo to traaofor colt tna hlhor1PII4 to thl.o o-\17 vhl.lo nooolo 

are oUU afti.laltlo , nob u \bo Itel.l.aa obipo • 4 porblopo tbo A8or1-

nooolo, Waob111Ctoa u4 l(q)lpUaa. 11o ~that tblo obaaaol alp' 
bo oloolld. ohonlT u4 JICPI.D. OOI!plal.ao4 al>out tbe oxpoaoo, 

I tol4 Dr. so....,. that 1.\ llu boea our p!'AoUoo obco t be .,... 'bopD 

aot to -,t pl4 o""ept oa 4olln1'7 u low Toft:. !bat l.o, \llo 11111.\14 

Stat11 OonrD.POa t will aot ao(111ro uno to pl4 al>rolld.. Ia tblo pr11nt 

l.aotaaoo nob • plea ao bo 0011tnplah4 WO'Al4 obllp t hl.o OoToraao•\ or 

aa -07 tboroot to \eta UUo to tbo pl4 u4 l.a \Qrll -·<loU.... 

aftilUlo to \be A8orl.oaa oxponoro. !~ro 1.o 110 -., of taowi.JIC 'bow eaob 

tiM U wD.l4 \alto beforo tho p14 1a hltoorla4 ooult 'bo \rlllloporlo4 bero. 

I tol4 Dr. s._..,. \ho\ PT ~-· rMOUOD. wa \bat t be 8\a'bl.ll.saUoa 

had wov.l4 aot 111l4onako nob a propooi.Uoa u be oabai.Uo4. I to14 hie 

howoftr, that I wov.l4 \biak onr \bo quoUoa u4 cl.n ll1a ouh .,...,.r u 

I onlt ""- be 111111' toloopboao • JICPla oa Moi>4AT or .nor bio rotur.. fl'Ofl 

a ooato,.la\14 wl.ol.\ \o ot'- llo aal.4 that 1M 414 aot 4ool. ro to proao 

t bio pol.a\ l.t 1\ III.P\ lto too 41ft1oal\, 
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liMe ht.turl-', oae of \be fn r h'IIC ._ .. 1 .. 1a Jlarotle 11u 
• ..,.rat ... vUlt. u .....Ur \be frlpArtUo ._.luT .Acror \ u4 h oUU 
oUIIUIIC loll'llJ" ))" tbe p14 o\-.lart, w Mhrel~ eloooal4 lie 1a011M4 \o 
4o UIF\It.111C ,. - to bel p \be .. ,.~. ..,..iallT ..... \lt.q .... &OliiC \o 
pvolt.a .. J.at>onat -·· at f- proclwlh tNa .... a4 aft \be &014 wl\ll 
lllll'* to pq for tbeoo oo90<U.Uoo. J 'b.Ueft \M ltallboUoa ~'at 
elt.Al4 ""' tea uno \o tbe &014 Uree4. u u 414, ,. wn14 '-" -. 
requot \be HcropUa at hi .. pU uU at • ., Yolk. nttloln\ \a 
enor nr rlolt. !lt.lo .wl4 Uo 11p \be pl~ pU 1a • ., t od< oo \lt.G U 
oould ao\ lie \nAiforre4 lato 4ollare to pq fer llwlo1 paroh&Ho. !lt.et h, 
\be llwl11 oaADO\ ... \be two ft}l}llloo of pl4, oao 1a Bwlt .. rl-' u4 ou 
la tlt.o U.lto4 Statal, taDctloa 11-.1\aaooaa}T u t1t.o \aolo for oreli\, Jf 
tho !roan.I'J 11 wlll111C, aa4 J roo-M U, \Ia\ tlt.o Jo4oral Jl.oHrft Jaak 
cca.Uaao to creat cro41h t o ooatral 'Nata acaiut pU plo4cod wl\lt. t1t.o 
l'o4oral leoorft Jaak 1a • ., tom, tlt.11 aipt lie tlt.o '"' - t o belli tho 
awt .. , 1t tho]' are aot 4hpoM4 to ..U \lt.olr pU """ 1a hw Tod<. J 
1Ull tlt.lllll: tho]' elt.Al4 -u-.. to traeter p14 bero htoa Swltaorl.-4. 
I 00ul4 41"""'1 tlt.o :propoa1Uoa wltlt. Clonraor l'arhoa or ICJ'. -· 
prcw14o4 t bero 11 ao quoUn ta nr a1a4 ao to aJJ(f o\lt.or pollq. 

J.\ 12s50 - ~. lloMIIllor 2, I epoko t o tho hOJ'o\uT 1a 
roprd t o tho &014 propo11t1a .,........._ ))" llr. ao....,.. tlt.o BOOJ'o\azT 
IICHII4 wltlt. • \lt.a\ tho Stallhetloa J'U4 ahoul4 ao\ tea UUo to .-u 
1a hropo .-4 .,...14 aot lie of ao11l\aaM 1a \ho ooat~lato4 oporaUoa. 
t lt.o Sooro\U7 •tlt.orla..t • t o \liD U. aNlor 11p wl\11. ICJ'. helot. Ia 
\ lt.11 ooaooUaa, tho Searo\U7 QPron1 Ill' 14oa tlla\ \M froua1T u..l4 
aot """ ,..,. Olll' 1\.,1 t-..11 obaciiiC \lt.o proot1oo *loll. lao , _ 
followo4 ))" \lt.o Jo4oral Jl.olarft Jaak at • ., tor!t 1a craUIIC oro41\l 
apiu\ pl4 ~ wl\lt. 1\ 'b7 on\ral 'balto. Yo 4o 110\ _ , to pt 
tbe !roan.I'J ialo tlt.o 'bulaooo ot cruUac oro41to \o ooahal 'Nata, 
aa4 oonaial7 prater ao\ to ban \be froan.I'J iaYOlnd la oreli\o ol\lt.or 
t o ooa.hal 'bo.a or froaov111 1a :ID.I'.,.aa ocuatrloo *1'* al.cl>t lie 
00011p1 ... , wl\11. ronl\aa\ Uft1nlU .. or 11UpUaa Oftr tho oporaUoao. 

J.t lOsJO \lt.lo •raiiiC I told Mr. - ))" toloplt.oM of llr. '-'711 
propoolUoa. 1 told lt.1a \Ia\ 1 lt.o4 ao\ oUai\\el. a t or.! -n.a. 
..,_ \lt.o .UJoot, a4 11114 aot ana..._ .. _. to llr. '-'7 \lt.o poool'bW\7 
ot \be Jel.ora1 Jl.ooorYO .._at •ow tom 4o111C -•~abc 1a \u praatooo, 
o1110o I ttm ... ~ \o u... wllftlt.or u. -*\or wa- '*~'* u. 
l'o4oral leoorft .._ woll14 4oo1ro to \noll.. Jlr, l':ub \lt.Acll\ \u 
ooMtu ... for~· ot tbe 1- .. ...nata u4 .. ,.u.to4 tlt.ot 
hlo 'baalr Willi. 110\ 'bo 1ataroo\o4 \berola. hnberMro, \be oro41\o llldolt. 
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tb8 re4on.l leoorn 1aa1t lou clna la tta. pu' •o ooa\n.l Malb topiaot 

co14 ~ 1a lew Tol1t baft 'Mea -•t uoluho}T for tb8 ,....,... 

of prorlU.C tordp urb=co ue4e4 -••Ml}T. I ...,...,. wUb 

lCr. IaoU ,., tbio 414 .. , -to 'N a p...,.r ouo to rotor h bio 

\&Ilk, u4 I toU bl.a that I wwlil ot.p}T e4rlH Dr. loii&I'J tl!U there 

,.. Mtbiac I o01114 nccoot, urept to -1-. to obip pl4 to tbio 

oo111ltl'7, 11'1'0opeo\ln of ooot, lf it ~~ppearo t•t bio pvobaooo oa tbio 

-·• Y1 U roqllll'o t'AI'tb8r tailo tho& be """ lou aftJ.lalllo hero, 
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~ dear Mr. 8eore'ar7: 

DEPARTMENT Of' STATE 
W-INGTOH 

Joyeaber ~. 19~9 

22 

I .. enoloe1ng herewi'h 'he exohange of oorreepondenoe 

vith the X1D1eter of Swit&erland about Which I epoke to 

JOU. I haYe requeeted an appo1nt.ent troa JOur office f or 

70u to ••• Mr. Soaarr cn t h1e aatter. 

Encloeuree: 

The Honorable 

81ncerel7 70ure, 

Herbert reu 
AdY1eer on International 

Econca1o Affaire 

H•DJT Xorcenthau, J r . , 

8eoretarr of ~~ !reaeQr7. 
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tiW.t .. ldae baa nt ll 4l 11111 • Mclll tll8 ,.... hrH 

1a .. Ifill ... .._ ... ~ ..n- ••-•tUltlH ..._ -.ta. 

....... -. •••lmtlf ...u- u au ,..,. 1 &111 ... 

tlld t118 8dM llll''f'fiW_.. •• , U I etc IPS .... -tiM 
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5 ht'• ~ .. 11•1-loiU~tiM 11 ., .. l, ... 
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-... ...... .... •• lh :a• ............... u .. 

... ...... La ....... - ...... tiiU .... 

&a 3 an ..... vUil tile preJMtlt 8dM ITS 1 MUI&• 

a&ll lllllllhWIT&-Datlt vU1 'lie.,... ... I" l$1 I Late --·11 -
••• • 
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COPY 

LEGATION OF SWITZERLAND 

WASHINGTON, 0 . C • 

.. ___. ae, ltat. 

2S 

\M .,... ',., fd 41.Nena~ lllport. .. ~ ooooa -ICII.lt U.. llaw 

001 d ·n \laa~ lD \lap f1l\Wn .. la \lap p .. ~. bo\lk \lw 

.. ,.,,, --'' allil uan people fd u.. oa1 w aww• will 

Be., 'le 
a.a.aa hll, 

.... '-'7 ~ 8\at.o, 

~ 

Oow: n 
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.. ~ • tMM epU• -v.e-. llll~ MerleM 
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._ .. PI e'• l'l •• &a ..... wltll ...sa a 
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•1!11°11° • Ill SkU -., 

a I •• ut?aasr .. " 0 a ...... us 

~ ............. __ .. , ........... .... 
I o rt'•'e ....... U... 

••lleNiiiJ•Iirlnlil• .._.,..... -.K a ., "' 

.. rtdlr aan- - ....... fill ..... ' 9 d'll 

,te,.•s•st~IL-.• &a .,... a 1 1. 

1? liP'- .. , - ---- fll ~ M&J Ill ... 
• 

(ll&.t a. • • n. 
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-r TRZ latemaUea, a ... lep.Uea at tift ot \be wu;•F 1 

\he Pnu .._ oalla4 • • \hie •n111C -lac that tlol:r -\&4 h 

the !raanJ71 1 reooMa aa -e darlac \he parlo4 prior \o Ula aa\• 

at U.. nr, eo \bat tlol:r 1101114 wri\e e\orlee tor thelr ra~\1"' 

lla;ero u4 - earYI.4ee. .&1\'bftcll \llq 414 aot e., oo a\ tiro\, \llq 

en•anlalli'T oo..,a4a4 that thelr ra'I'Qeet ..., •U•late4 ...., J<Mwle4p at the 

irtu .. ot .u.., """'nawr. I 414 ao\ arsu nth u.- lN.t .ral7 

thaa \bat I 1101114 OOIIIi4or \heir fti(Qeet u4 tlol:r a;aat OOIIIidar.Jile 

wl\h - pUiiiC ott their obeet a lot ot 41ecv.alloa al>out their 

--lii-411'T· Out l011alV \o tbe fraUilJ)' Dlparteeat . 

lb'. Clu\011, \o ·~ I \ol4 Ula lalidaat, -e tbet Ill r hra 

prc•ill•IC the l'raee lo• ,..,., after \be !ripar\1\a e\orl .. were p'lllll1ebe4, 

tlol:r 1101114 baft ecoaee \o .., recor4o chao to &IV a;Mlal ft'ihre. 

ZH .&loop wu creatl'T 41otur'ba4 wbea I tol4 hSa what ha4 

ha;pa- u4 •u 'ODAbla to tell M -ra \be wor4 ot hie ecilrt\lee.., 

ICr ngeettoa 11 that, 1t ..,thiac 11 ~..... •• pra;ara a -

ot the illtomaUoa oonra4 lo' \be .Ueop ad Uataor lOOtee ad \bat we 

.. rol'T ..a 1\ aftilable to w~r 11 interaot e4 011 the •• Ulat the 

.&leop - llllt1Mr articleo llpJ!e&r. !hie 1101114 contora nth 0111' procecblre 

ln ultlac uallabl e .-rl•• ot cuu noh u the Pelldarcut oue. 

1o &IV e..aot , I tbiJII< Ulat aothiiiC Me4 'Ita daM at oace, alt'bftcliT#IIO. 

.., l>e aaD4 al>out u at rev llo._ preae oentereace. 
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.U apul - n- nnn. . .._ 7"' are \lnftP ri\ll u. 

filii ap1 1 1 ' o~ll t•r n~om .. l .. .t \M -rlp$ to 
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AFIUL S• Intorwl.IIOJ'nil'1g Meting at Depart..at in llnll'a 

office. Italian .00Waat1an on Brenner, preperatioow to invade 

Albania anxioualy d.1.ecuaed. In tbe ~. attar -tl..ng ~ 

!irmation CIJll8 of the Ital1en preperationa. 

AFIUL 7: ~ or AprU 6 ft1'7111ld hope dr..., !!'cot Italian 

failure to lam troope in llbania . Then tl» I taliane decided to 

go ahead 1n tl» nigtrt, and c11d eo on a.11. or 7th. 

On 7tb Albanian llinistar was to come in 1n artemoon. Hull 

1ns1eted tbat irreepect iTa of tacbnical poeition, Italian move one 

.,..., bl.Oif at peace or world and ebould be treated as eucb. 11oft 

regarded as ~ an attac.lc on encirelemut, partl,y desire to get 

posse3sion or roads rwming acrose to SaJ.onica. Fl'enob reports 1n­

d1cat1ng a......, swe•Dt against Poland before omd of ..nth, plWI 

Italian activity led MJ3 at leaat to conoluaion that Italiana had 

decided to tbrolr in their lots witb Gerllan8 for ,_r. 

AFIUL 81 Statement on Italian invasion of Albania, following 

line indicated bT .lllll. 

AFIUL 10: In the da;ya bet-.. AprU 8 and this ona , idea had 

been conceived, appo.reutl,y at Wh1te llouae, of personal lettar hom 

President to Hitler and Jmaeolini, ...vning th• or the shadow of 

war, as~ tbaa to prcodse no fll.rthel' agsreaeiaao. Tbe Preaideot 

bimBeU made the first rough draft, a~ 1 t anr to llnll at the 

stata Depert.eut em the IIC<'I11ng of the lOth. It wu eillple in 
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1 1'111&'1, aDl Dlll.,cwwl1T rctt.r 1 '1 Lri.a ud ~. "Yoa 

w1l.l l'Ml1M I • RN tba\ 1ollto .... \ tba -lcl ~ of 

wl111- of ~ beUp - cllrepq diaWrt>ed lit' tba beUet tM1; 

• - liU' Cll' • -u. of -- !lilT - ... 1D * - 1'tiWn 

\breata baMait.;r. 8aoh a bellet, ftoll a po .. 1tdl.it.;r Ul of 

<lel'i.D1te CDIKII"'t to tba OIIA, to t.be people of \t. w.at.;r oUiu' 

Jarrioan IWplblioa ...S to t.be propl.a of oar ..n door •' ,..._, 

C&Dada•. Well\ 011 to Mll\1011 pt'8't'i.oa8 aaz-a1o..., "repar\8, 

.tll.ob w u...t. .... DOt. tna, \bat t\u'tber ao\a of agreaa1ca 

are oontaplatecl•, ...sa lJ)' .....-tU. tr...1c na~ ~ 

DO at tack or ianaicm ot P1ftlaDd1 Eatoa1&1 Labia, u•h·n1•, 

SloodlrD, ~. r ""'• on. ..u.rl.lmda, Wc:t•, Oraat 81'1\aia 

...s Irelaacl, :rr-, Pcrt"Gpl, SpaiD, 8ri\sal'luld, IJ.~. 

Jll>laDl, ~., ••• ~. Bt&l&aria, oa-, !'larlreT, 

tbe Arabiaa, •l'al.eaUDa, Jvpt Uld hn1a. P1aa1JT, .., \ba\ 

otber na\iaaa Clr4 to otter as.u.ar rurutee•, tba\ tbenattezo 

ncb ~ .. ~ !lilT be cU.ao•...S )IR'Ol1~. 

Bill pauu <~rat\ 011 to .us, '!dlo \~ .... \wo red:rat\a • 

.&~~511 •• 

BNidea thl.ll ~ pl.M, u a ndr&tt of Pru1ded'• an 

etten, ..,. ~~ ~ u. 1111#14 ' '.u ot .. ,,,.., 

ot m-an 'be1lll• ll.ft .....,.. tba Qadaw liii1Dil • YUt - _. -

ou\8 - ~.. !ldJI ~--' lu\J 1\a _.. 

~ ot 1\aU ...... tba ~· - ~ taa.:r. 
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DO .....t door bet,... llricl:lbcr- abarW, 81>11 w1thoat U. J'ne1-

clent '• l1etizlc of natS.O.. to ..,.oe1w pl.eclcea - ADd _.. epeo1t1e, 

u to ~ -.11 U. lilat, 1Dolur:l:l:ac ~, "I etaad 

~to prepare a\- U. 'boldine of nell a -re..--.• UB 

'haDcle4 t'h1a redratt to CH et S P·• · • ADd CH ~took it to 

t'ha White llouae. 

(a.turm.nc to AprU 101) Pruida\'• c~r&tt .. 11- to .u 

8t Sll5 t'hat attemocm. OeDBral aar• u' 1 ) t'het - nab _. 

e'hculd .... -., 2 ) t'het t'he .._,moatioo ous'ht to ...... _...ad.­
dreeaed to U. peoplee of Ge~ ard Ital;r u to Bitler ADd 

lmaol1u1J 3) t'hat the tildl:lg ...... all :l.llportaut;, ADd thet abclft 

all, 1ICIO'I ebould be ._ wt.n oer.n cd Itall.lal peoplee _.. wld.nc 

to sruiv of t'hltir a1tuat1o!IIIJ am 4 ) oerta1u chanc•• 1n clrat\1nc 

APRIL 121 '!'be J'nei cimt ~- t'hl c!rat\1 end ~ ..,._ 

urbble one of 'h1l a~m, ~ing w'holl iuto ftll-aardi.nated ..,._ 

lation -J eee amotated relaaae . "It il ~ ollar t o • t.bat 

DO aolut10D em be arrlTtd at b.r coanoU ADd oegotiltion it ... 

pu-tT to t'he oomeuaticn oarr111 a cau iu ... 'hADd Uld a p .. 

1n the ou.r. In U. pl- dor,;rll ot .a.rioa, OOIII't• of jultioe 

tollOIIIICl t 'he traatilnMn but it ....... ...u.-tahl.1elllld 1"1111 t'blt 

all - ...... 1Ift oata1cle u. ~. J'iual clr&tt, -"1111 

~ abclft cd rwnnnc 11bole, a~ •u...,...s- AprU u . 
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en April 14, teleg1'&lll 10 ov.t to 'hlada of am. - """ J>n~jjld 
del1rll - to • n1cate tllil ...... to 7't1llr -uft'V' iu 'hie 

- ·- aa1 11ped, u U. .tCil'S il, b.r .U. It il ~lllld April Uo 
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ll'ltiL U1 .u.B 1et\ tor If wldn1gbt. l'ecll•ad&l't dictate. -

toclq • clur1DI '1'lanclq ud Pr1.dq <lrattU. aDd rec!Ntti.ng of .... 

aap to II aDd 8 ~1Duold. Ull'a Ndratt. wu aup61H<Ltd. q, a 

Preai.-till. Ndratt., a thia in turn wu JNt in t:1na1 shape at 

a C<JDt..- bet-n Preaidlllt aDd Slf wbo ha4 jut returned tr.. 

Vip. .uB reoorde, •rt is ~l;r Up-~. Speeiticall;r, tbe 

1lllrd "RIIIIaa• wu 1no1\0dad in the 11.at of OOUI'Itr1ee. It ha4 bMl 

<&l.ttad q, Prwidant onl;r q, cwereigbt. Seoolld, 1t wu -..plain 

us ... aoti.ng onl;r as fl'iandl,y intara.di.arT. 'l'hh'd, tbe ,..., po ... 

eessiona wu 1nol\Oded with the terr1t01'7 of the counVies. Fourth, 

Iraq ard Iran wre addad. II\Diber ot other textual. changes. "The 

general outlina, ~r, ot a general cont«rence reg~ ecoac.1cs 

and ~ accQIIP&Died by si.lllul.t.aneoaa conferences in regard to 

polit ical uttar& wu preael'Yed. There wu ,...., queetion ae to the 

tilling, tba BlO beli....U. it qbt wait UIOther cLv or eo, tba 

President f..:LiJic that till8 wu of tba essence. It wu releued 

accordiJicl;r at 101)0 tbie a.-. .tutborsbip PresideDt '• oom. •oo ODe 

addad anrth1na: to it otbar than the neceaaary technical deve1o~nt 

ot tba ideu whiob be bad dietinct}T and. detinita}T worked out• . 

ll'ltiL 19• .uB reoard8 that wide radio publicity to Preaident'• 

-~~~~· bu been etfactiTe, lead<ng Hitler to foreao oontellptuoue 

-r, delq repl;r till AprU 28. llcll8IWitt arranp4 to - Latin 

AMrican reaction radioad to OerMJV md It.al;r • 8p1ld:ac propaganda 

tbet Latin a.rtoa wu againet oar.,... 

~ Aprll 14, M&llllh1l.e SecretvT !till deli ......... a Pa&-AMriOC 
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.,.. .....-., M doM ,.._., ' '· •a-t m1 • ..,.,. ot U. real 

nl•a ot oirllluUGG, nt.a.zo thu \M ~ ot \M 1 • pt 

....,.. - ar \M ..t. ditnnot.ift ballb, ••JW-U ta. .sa ot 

d.aiN. • ""Mherc•el:rl• ji&IJ to IWIMW IIIII ~ ...rtV 

of ~· et.o. (llllll.) ...... it -~ to ns-1 ,._ 'llitll 

~"&tAr foroe, ....... qv.it.. abl.. to do .o•. .._ .,., baJ:1)ar tM 

illlwicm that _. i.Driftell~ upc:m 1D-t1c11Al jvt.i• a .., .­

pul whioh ~· tr.. 111Nlcm"". ,. .. oat Ollt.. But both 

J>Neident aDd llllll. •PNk 'lfflr7 olNr, 

AJIIUL 19• .... ....., to ·--m that .lAB CCliiiPiled -· 

~ Olllt. Ida IIIJtiGG of WV- Itali& 8t.teok G1!1 !UbT, tr.. 

Alban:l.a, ~ aDd Rllodite, a1altaMcN.e 'llitll attack GG !'ani& 

&IIi Prenoh llorooco1 with troop& ~ clr'awn tr.. Spain, o.r­

at.taata dom t.broach t.lJa OOI'ri.dar azxi 'QP rr,_ SJ.onld.a I clr'iTiJic 

t.oolc'da ....... - lnkolo. Jlo aot.icft 1D -.t- ditt- ot 

PNDob ~ &Dd ur1al warfare, bat ~h imU1GG of ltal;r 

t.llroacb .Upa. ..,. Npcrt.a .. to a p&N1bla aoinl'e ot J'Wt"QC&l 

- h1&bJ.T jW'Ol)ablJ". ""- owtd-' o.r--ItaliaD tlMt ott 

GibraltAr a ~ _. to aquU• 'llitll t.ba Brit.UI>-l'r...ab 

tlMt t.mn•. ..,. Min UY&l q.,_t. -ud be, ~. 1D 

AJIIUL 24• Bllrla worb lata .t. stat.. Il8pC • '· 81\1&' a 

• np1T to Prea1det '• l.t.tAr 1D BaioJI8t.aC apaaoh foo.r dip la*'o 

~ hoped to lJ.taD to Rit.lar '• apaaoh 1D l1bNr7 at lt'dit Part<, 
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wanted Blr:L. W ~ ldJl ~ 1 ill - ~ pocr reoept.iOD, 

u eocc u 8pMCib wu fln1•bed, eo u.at ~ woW.cl -. 1t w­
arrinl ~ ~ Crwli rn-. Blr:L. .,...n. Ula~ .. Bl.tlAr 

~ repl;rills OGJ,r ill a 8JlMOb, it ~ be wll w oall. ill ftlo:luen, 

uk tor an &D8Wir ill !CII'II. U.O obea!TIIa t~t 1t ~ •pn ot Oocl" 

W be ab1a W talk W peoplM dizeot1 and that U Bl.~ ~ t4 

turn cliplaoac:r uw etap ~ cnpe<p, t.ba Pr .. id.at C&D 

eaail,T be&~ ldJl at it. It ~ AAB perecmal opinion U>at Bl.tlc' 

will. propooe &o•tlrln& in t~ natlll'8 ~ Mmi.ob1 with US :L.tt out. 

Ill% Sa In~ llepartMnt Met1.llc Ml;r 7 Btlll 1a ..t.ate­

•Dt on Ml:ltralli;T act~~ c~. In~. 11artQc 

corrected clratt, Btlll i.mitae Pittan dCMD to talk •tt.ora owr. 

KAr 16a AAB writae "Tbe neutral11;T act ""'"' along. • Seore­

taey ll1ll ~ n01r ~ up •ttero perao~ with Sol Hl.oca &114 

I tb1nk ill U.. will. qldetl;r get tba ldD:I ot nwtralit)- act ~ 

IIU 261 •te~ at work, panl;r on tbl proposed neutralitT 

atat..ut, with Ula SEC ~ DOt too &Drloa.a w deli.,...., feeling it 

~ do _.. bani than cooc1". Alao - Preaideut tbil clq. "Re&arcl­

~ netltralJ.tT, be aai.d ba bod. taken a etrong line 'lll.th ~ ~··­

•n to wbc. be bod. talked. !Ia bod. pointed out that in t~ flftat ot 

war, tmre ...., at leut an - n obaDce that tba Oc ,,. aar:l. Itll 1 -

Jd&ht win . In u.t -, tbair tirlt aat.iOD woW.cl be ei~ to 
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..u. tile a-!UIIl llav 01' to JIG 1\ - 01 eoticD. !MT -u 
t.bc co abMd ......... ,. ... tnde l"81aUaM wit~!&~ 

am1 11a:1.oo, JIG 1wu~ 1a tbeu ~~Nt.e ..t ~ l.tlat. '!'blir 

-'.4 probr'bq -' tRill tile llrlt.ab or ~ or Ddoll ,.,_.. 

1a ~ '-' •• •• !In at tile ... 01 • ...,. llbDrt. ta. ,. --

'l'b1.e be dewcrUiwd u a poedMllt;r ,..q, bat a poee1Ml1t;r 

DO ~ ~ ooal4 att'ard to Oftr'lo<*o Jl1a job­

to ake _.. tile\ tile\ ldJid 01 poee1Ml1t;r ooal4 DDt !Iappe. 

~q be IlK 'll'pCl J'Wpeel ot Seotion I ot tile pruem 

Jeut.ralit;r Atlt <- ..........,) .. tile ..-teat 81a&le etep tile 

~ talleR - tile l1ae 11b1ch tbe 8eol'wtar7 ie taldD& .. 

1lbol.q lpJII'O'"Cl u. 
m 27• -a-. 11oa11 pat t~~e ~\7 nate..& 1a t1aa1 r­

ami eldppecl it a1a1c to tile lltd.te Baue, wt.rw I tbaotcla it -u 

be wll rwoeind. 'l'b1.e -mag, 1a feat, 1t - lMI*J tbe l'lrwe-

1doa\ ,......,. 1\ -:u...s ea4 eo ,. oen ol.Nr an t'beto I prw-

1\ 'll'1ll co to \be pobl1o todq. lD tile late att.mocD ,. cjl ..s 

u.. s.oretuT'• ad··cn ..,..cob". 

~ a:J • "Vari.ou jo'be, eMafq 1a ommeoUan WS.tb neut.rali\7 

-~)IV J:u\erll dtuticD. ~-. crwat ... ~ton 

\be Iriell diet.r1ote, ~ llroclr:l1D· 

~ 261 .uB eotM, "!be oeblM t.bU _..,.,. U'W 41at1D'b1JIIo 
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...... 1a tW ill Oc 5 tlllt' .... ..., ..... - beat u. t.. 

'- t• • .t1Ml uwt: .. • • - ,., , ·...,.. au.- ... w 

IIU ,._...t. at. .. lldl .. ""r, ad I npa1;r -.peot tbat w ..,. 

' .... 1at.o * aada U.\ laaM to- t1M1 ..... abard". 

,.. 2lh ""'-" ~ .. taa,.. ..._., a-.u. 

1ilda 11 aJdti.1lil wltla lftat. l'llp141.J l.1Jiai.M a I bat dia­

~ dtorat.i.CD ill ....... ftmr 1a at. l.u\ ....,...t ,., ws..t 

• 
tlaia t.S. em t.ba tiaMI7 tbat. tlllf' WN a.bl.a to pt. tile M II I WT 

aacu 111 trca tile •· ot _... tlllf' _,. pt. .., Rail ...-

-· ud - -' IOiJII to • ... --'t- .... Jll'8t.V ld.D4 ...... tiiU. ~ 

ill a.tnJ.IIIU'ope - ~w:liJT IIUIIII2Je 0D U. ot.ba' ballcl, \Jiq 

wUl. 1.-t1.\abl;r be tile bad• t• a •UU. IJ'MW ~ .,.._ 

-*• It tile Nftl\ 1a to -'a m 1Dt.olarabl;r ftralll BOc--. 

Ital.1all t81pln, I 8boal4 .- tlallt 1\ ~be Cllll7 a ca-ftiCD ol 

ttm Wo ar tbrw J'MI'tl , pe-bap8 - baton tlllf' ...t.nock to -~~ 

._,ad, wt.ila....., U187 _ , si.ntabl;r- ill OClDflln llo\IICD 

' •'Oial ud ~ .att.-8. ... llrrno 110 -IIU7 ~ 111 

~ tile Jlrt.Uib llplft, ad.d8 trca tile tao\ tbat - )INial' 

tile Jlrt.\1all to tile a.- mtlao4 ol I t.. m llpt.n • lilt W do 

.... .,..,. raal. ud IIOU4 Sa\8nft ill lln'illl \ba Jlrt.t.iall, -' '"' 

Oc • , t " 111 t.ba J+let.1•· !!It lda\8 tbat 8\C'W - ...u 

be .nt:l& ~ .., • Sa IIOdll - w .-rua, - -

.,.,..buia, -- ..,_, ........... ~nz.c.c 
Mn1 ad .ui\a:7 '-· 
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JUJI! 29• llore wcrlc cc hr Eutem DOte. 

J1J1fB 30: •suu m Par Eutern •twre and 011 w..tem Europe, 

wllich loclc8 aa tboach tbt pot_..~ to boil.,.,.... s- <ic) 

DOt - a wv 1n th1a - •rel;r a iliiDidc ~ - bat I pere~ 

aa not ao certaino 

"The debaw oo the nntrality act 1lllil\ on :yeeterdqJ &Ill 1aat 

1l1gbt an -daut wae adopWd pattillg 1n the ar. ellbar&o. It 1a 

oae ot theM tll1.lll:• tbat Mba 1"" tired. !'bt 1l1gbt ~cc btl!. 

W wrt.U ll•30J a llmlltred Dlloocxat1o MOibere btl!...,,. m-1 

hall of thOIIII tbare had not cliacovered wbat it W&ll all abolltJ &Ill 

the wbole thine hall to be 'lllltancled again th1a ~-it it can 

be. 

"Tbe horr1hle thine aboltt all th1ll 1a that aboRt all the OerMD& 

need to laloor to oone14ar that their hour baa arriftd. 111 a) that tbt 

~ian ell1enoe baa ta1l.ec1; b) that suppllaa carmct ba bad 

troa here. I think tbat theT are Jrett;r olear aboRt a ) ~~ 

anc1 the ~1111 ot the US 1a doing it. l.Arnl beat to ~tab). 

11aw ....,..,. people do we ban to kill 011 th1ll kind ot toolialllleaa? 

llB u- eoee .-;r t or a tbree -a hollc1q, .-Ieee t1ret­

on retlll'l'l JULY :n: "!'bt 1 d 1ate queat1on QJ> 111 that ot Jap&DIIH 

relat10DII. Duri.n£ '11:1 hollc1q, decillion hall balm reached to abrosat. 

the trade treat;r with .1..,, 11b1ch inoidentall;r prennta ut:r ellbar&o 

cc ald~a to Japeu. 'l'blre 111 a e1lt ...the n.itiJII per1nc1. !'ld.a 

1a du part1;r to tear leat we he euapected ot tha - w•'= re 
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'lld.ela \Ill a-1\S.Ib - ,.._. !* _, tWI' lllditcaa poft-

\iaf ~ 111 I .. el U. faa\ \Ill\ \Ill ~ IOiW 51 

~- 1w ta1r -u, s. 'IIIID1lT ~ \o -1aca u. --.. . 

1D Cldaf pa1J,T et \Ill crc-1111 xrt• ' 1a \llllla:lW 

~tor rrt F • Mta 'e \o JaJifiDo I\ I.e a ..n- faa\ 

\lilt the UlliMd lltdee, 'lltdeb bolt. liD.~ Nbblt tlw 

~ -*' 111U. ........ w1ll \aD .,.,._. eWpe 1D tr. ,.. 

• !booteUoal.)T ta.n bu:.. ciN4 oala 1D ~~~rope. I dod 

beUne eo, blr\ ta-. I dlllabt it - are .. 1\lllT 1Dtoawecl .. -

OUCJIL to be CD U. troop - W CD \Ill -'1-'1 IUid s-ru-
l.al'l;r 1D I\el;r IIDil the Btl!rpn•. wt alP\, fClll1 -.to oalleol \o 

NIT tl:at tbeil' BerliD reproe-tauw wu \old that lll.tlar wu to 

co to Dasll 'Qr m1 'llll• ... aa..~q, 111 wu ..til~~ ....... uaa. 

to ta. -- ... the ....oil. 

:UJ008! 7o A quiet tw clap, 111 U. DOt.ld.Jic eppaa -~ MW till 

~ p1liJic vp ot ld.UtuT ............ in l!lllrope. !be Ccrilp­

aploded IUid ~ IIIIJ--.1 Satardq ~. .... ~ .. 

11 ~ ell - - co-' em eo tar .. quiet 1a -11114 em till 

~1CIIIal. boa\J till lfC " " eol Cl1'1aU 1a obri~ ~ 

\o be ballt vp ~ 1114 •boW4 I'MCb • b1lll po1M 1D • rel.atlftl;r 

.l5J008T Uo W!M ~.., ot ..- or _. 1a beUI 4eoidedJ 

the j1II'J' 1a 011\•• •!be :..1\atlCD of tl:a Jx1a ,_r6 1a i*l' pe till 

..t I2Gpe.N. e1 "·. 
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AWIJ8!17t 0Yeeterdq at ~ Wellea l call, ... COIIIIider..s 

tbe ceneral attuatico, wbioh locbcl ~ I tllollcbt ... cac!lt DO\ 

tc 1at t~~e ccordiDaUcll at .....a.uv •tterto l"aD ...... diD ._ 

fore M.mich, 1lt.l ,. hut~ got tcptber &:l'<JIIPII tc br1ac iJ1to 

uiatence the -••&17 regulatioM, ate., far the ora&Disilll at 

Alllerican neutralit7 UDCier the &ot.aJ &1111 tlw.t ,. han - people 

pt. started an the. ceneral job at doiJIC it. It appeare U.t before 

be left far hie T&C&tico the Prea1.dent laft s-r Ye't7 1f:lb authw­

it:r W prepue for nautralit:r in OUI Of troubla. (BIIlJ. 1IU _,.). 

Accor<!.izlll:r, ,. bed a ..et.inc todq, ccmn.tille of Wel.l.u, I.olla 

Jolllaan, Cbulee !diaoD, J. Bane•, Gelleral l!arehall, Adldral stutc, 

'l'llu:n!l-.l Arnold, lleeeeraith, lloltat, Feie and 1111Mlt• llt.mlr Boll 

wu allo there. Tb1l wu a t)'pical crisS.• •etinc. rrc. a 1""1 

IIXpllrience in th1.e a.io1nietratian, criaea alJooiJa beppeD -"- eYert­

~ 1a ....,. an Yautian; and tbe IIIC<md8 in c ·w! ebow 'liP• 

•lie re..-111111<1 the Y&r1owt acte, eepeciall:r the neutralltT act, 

U. ~o:r blnldnc act, md ouch ot the old wv lac;1aletian ae 

1a et1ll in tare.. ftlt teolmi..-l. job of tu:1Jlc care of trllftl 

ooatrol, repatriatian of Uerican refllc ... , ..- 11cenaee, etc., 

talle on the state Des-z-t-ut llld '11'0014 ......-1. l:r ~ there. ftlt 

Treaaur,r 1o tho 1ICl'Wal Mpo~itcr,. of the ~..-.the bon'dnc 

acta. 

41 

•!bare 1a ~ 1n ~ a 'l&r -oaroe• Board -.b1nb takee 

care of tho acta tor ~nt of aooda, eto. , IIZid in 'llbDee juri.odiotian 
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tall.a the teet of pr1oe -.trol. (~l.DII, aboGt ... -..1). 

!bat -.:Ld 'beo.- 1JI larp ..uure tba .....,cw1o adld.Diat.nUcm 

of tba coaDt:r:r. It; 1e 1'MllT, '-'or, a war board - Uld baa 

no appl.icatico to neutral11;r. 

1 ~ttae 'IOU eet ~ COY'81'1.Qg tba credit emd, .....s.r tba 

c-raJ. juriAid.ictico of tba -,..,. boat 1Dcl"Gd1a& repnMDt&-

aibq c-ro& md Agricu1ture. ~ baa to detend.De boor far 

credit. bat•-• the US Uld bel.JJ.&ereDt coa~~trlaa are to be 

etopped - tbat 1a, the d1tfaronoe bat eon war arec!1t. Uld lept-

i.MW OC~IHI,.,'C1el. credits, unleaa it 1e clec14a4 to lJ.al.t tbaaa later. 

I l..1lmr1ee atuclc up tor hn1Dc thia cc.d.ttae at least - that 

th.,.. ia' an lldequata 11m of cred1 t auppl1ed. eo tbat S1 1e not 

wiped Cl'llt 1n W. boaainaaa. JO- print& belief 1e that w will 

baft to co a 1ood. cleal. fartbar. 

"In addJ.tl.DII to that it waa cS.c14a4 to baft ac-ral cr 

........U. ~ttee which, u llUI"}T u I 0811 ..a oat, 1a to _. 

a1at ot tboH preMDt. s->er 1a ~ to ..a W. laat 

...-1ttae ott1o1el. b7 ..,.tl~ a radio to tba PrMi"--'tJ J.lialaa 

1e ~to ..t vp tba credit ...-1ttae b7 at.iler rodio. 

AIJOUSt llh "It 1a perfect:IT plain that tba lilaropeaD cr1e1a 

1e tairlT rueb1rc C>DJ tbat the plan 1e to 1rrnda aa4 Mi .. all ot 

J'QlUid, Uld to do ao before attectin a111ad. uailltanee _, ba 

~ to bear. ftlaa Slonl<1a npcrta - trat1CIDA pl•'nl:r 
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for att.as t E$Zdo: er-, Paria 1"epCCI'te tb&t a......,~ 

are ~ all the oil tbq can pt., at UV' prioe, t1or 1 Uate 

do:lift%'7- wtncb •- 1 '!ate mel DOt nGt -k- than .... 

ocmtimlowl 1"epCCI'te ot troop --=• 1n Btrl1n. n. Ita"- ara 

pt.~ 1IP a littla ataa but obrtou~ 111u-t UV' I'Ml. 1nterwt 

1n the tranaact1A>D. Jloboo:\r Jll"'OllH• to do~ ehoat it, aad 

1ndo:ec11t 1a cl1tt1calt to '-1dlat, 1t .,-t.b1nc, -be .... 

llaaic 1a ~ fcr...,tt.. 

.t.OOUST 2l1 .l hll clq, cb1~ OOCQPied 1n ptt~ tld.Jip 

ah1p-.a"-Pt 1n the ...at tbat war abould lnalc out. D1 the .ond!lc, 

ptt~ at the ftrloua cal.lectin ordo:rto, replat1oll8, etc. .. 

ban dr_.. -, tba llft7 baa dr_.. -, mel the !'reUII%7• I_.. 

cmar tba collecrt1n liat 111 th the treaaurT. I.S.bwi•• arrancinc to 

Mn aae aort ot control of the ahipa lea'finc 0111' porta 1n the 

"1tta qaeatioo baa - up of 'IIU'!I1n« AMrlcan reaiclaate to 

lMft Pola:DdJ l.U:Iaw1ae ..-tine the do:paDdo:nta ot 0111' foreillt 

Mn'ioe ottioere there ... clac1ded to do tbia Uld it ... .........s­
~~cia». J'llrtbar ....._..m. 111th the ~01) 1n reapact tiC 

abipa l.N'rl.~ 0111' porta. 

"b .aJor f1cl& 1a abead.. It w1ll be to tr7 to preY~~~t­

ot 0111' Mende boll 1111~ the .-s ,.aq 1n the nat ot wr to t.rT 

to te1ca - prioe aad oUJar ocat.ro1 ot the eatire UDited lltatea at 

a a1Jllle boaDd. 
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.U..O .bca.t 21 -~ to a.-.r w.u... 

"I'Vftant to ~ I -t to - llr. Gutotl, Actilll 

S.aretarT ot TrM~NJT, and llr. C:..U. at U a.a. toclq. 

T:l'ealluJy baa I 

l) Tel•P'- and crdere to the CoJ.lAoton ot Oaata. to ...... 

and et&Dd b7 t o entoroe t1» oa.~ repl.at10D8 drawn up 1D , 0 0 

tim with obw:t tilikA ot tl» 110 =•))act 11Rtnl.it7 act. '!!Ieee ara to 

be Mnt ~at- tiM pru•",. t1» actaal. ~bnek ot bonilltiN 

or tl» ~tiOD ot ~ ... ot a etate ot war by t1» Prui.d...t. 

2 ) SubeteDtiall7 aqainl.ect teacr- IIIUl ordere to tbe Cout. 

Upon s.- ot a nntralit:J prool.Mation, te~ and ardara 

ara preperact 

l) Ordan,. oollectan ot ~ and port. otticiah to 1111e au 

poeeible can in entaroilll the antralit:J act in ..........sa.- with raau­

l&t10D8 wb1ob haft alread7 been drawn up. 

2 ) Di.-tiDC carahl entcc tot tl» pueprt am tr8ftl rul&e. 

3 ) Il1reot.1DI t1» pe;wsUca ot ~ ot - d ~ tor 

t.Nde with baUi&C'eDte. eto. 

!rMellz7 l1llln1M baa • eat ot ordere liYinl in8tro.ct10D8 to 

pooeed 'Glider Section l9l ot title so, permttilll eeinre ot ...-le 

to ... CNre obw:t '*'"" ot tl» obl1g&t10D8 ot the lhl1tacl stetee•. 'ftle 

1netruot10D prot'1dM tar the .. a,.... ot au ~~eruc-t -1&. 'ftle 

tild..DC 1llldc' tlU .. ' .. ~ pvoedar• is DOt eat tartll. 'ftle ~ 

Wnlat tbet t1» ODl7 ri&ht is to 1n8Jl6Ct and iJIInlro6 that tbe oblJ&at10D8 

Regraded Unclassified



- ~ -

tile bell1J& c:at; Ynub waU4 baft io be NleaMd. ftle n.p 

ra1Ma - ftl7 ecaUd .-u.-. 
ADCJilM 221 "!lie -m= tot tile ... ~.. ' 

.... .tl.ubed 1D abowt tbe ad.ddle ot ,.-llterrdq ~- n. hot 

u not ~. e1Doe it '- been ~ obri.ou that tile 

I!Qeaiae were """h'..dee''nc r1.JlS eleacJ boat tbe t1ad.nc u-. 
pleuont, tor 1t em CiGlT be talom u & 1Dd1oaticD to' tile lblasio,. 

that tile fe>- C8ll baft & frea 1>1111! U tv U tJ»:r A1"8 COOICCDede 

ftle u .. CJ'1I10&1 • ~ ot 1ntamat1CII&l bua~ .. boa h~A-­

-.1 1D .. lq u... 
"J. oooler Nt.1ata, bowetw, 1Dd1oatae tbet tbe aituat1on u 

not quite u open aDd almt. u woal.cl appeuo. 

0 CID ita hoe, M teldJII at face Tallie tbe 0enan ~. 

tba'e u a bloo naaW~c 1rca the Paa1t1c tc tbe RbiM. '!be a.J. t1o 

8tate& A1"8 t ...& _. io JIDN1a0 io ~ 1lltaate aJid piilj)OIIIJ 

l'Ol.aDd *- an 1elalld 1D a llllce -. aDd .o &lao do IU:cati &lid 

R i.l.a. Mldinc 1D It&JT &lid Spa1D, it woal.d - that the 8Cir1e\ 

llui all.1.ea- a...~ IIJr<>lle, witb tile~ of rr-, 
Jqlud, ., .... , a.J.ci• 8Dd the So8Dd1D&T1ul Matr&U. 'lbe j)do­

t- u not Ulll.1b the plctare of Bllr'cll» attar Jlapol-. bed .-de 

b1a f- I!Qeai& t.r.av at n.lrit. 

"!!lit ...U-ocal.ntenl j)&Ct. •n. treat)- jut .. - banll;r 
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u.retere, .. tiM-. OD., to- tile It.e"- eblllr:e ~ Gd 

poerltate :lnto tile 'INt luropean orbit, m4 to - 1!pa1A do 11b­

wiee•. In tile hr z..t, al.eo, J&IJGI will pro~ be jarred.,._ 

t1req ~ ~ tile ax1.e. 

0lntOI"Mt1on baa been w1del,y oiroW.atecl .trca ON b' tbet tile 

troope - Cl'deled acroee U. border an tbl 24th or 2Sth - .o 

w1del,y circal.atecl that it -:r be an ..sditicMl hllltf 1D tile bllpe 

tllet PolaDd will DGif ~to acareudar. It 11 tartber hO'J I 5 

that tile appeuera 1D ""&l•"" _,.be atrenctbo~Md. I ~ 

d011bt tb18. It - to • that ........,. before tile qlo-~ 

c.-biD& tieD Md tile optiCD to let ~'~)land co, tb4lr - ,_ faced 

with a dtuat1CD 1D 'IIIlich eit.her thie bu81Diee -.at be .topped, 

or their 01111 iDr:lepeDde- :!.a .o ~ -ced tbet .. to be 

aJ.aat precarl ...... 

•n. Preeidet redrafted t~~e. propoeec1 -aace to u. liJI& 

of I~. We lt1ll do DCt a- tile tia1DC tor ita dlali""T• 

s-.r ..U.e een cl:l.ac:l:ret1CDo 

IINmlb1le draftiDc of a Utter to tile liJW of ItalT bed bepn 

CD~ 16. 

'1'h:l.a _. ~~ kept 111 ccld at'""' 'lllltil ~ 21. or 

22, "'- it ... 1"8ql'itta by tile Pruidet, wbo bad, of -· 

been ft8pCNiihle for ~ pattarD of tile ~oatiCDo R 'IU 

Milt CD .lllcUt 2) 1 .a! dlaliftl'ed to tile liJI& at !Vitl - B1lJT 
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!be PNeidel& arri'f'illc tr<a ld.e -tile, ~uld.cl t.bat be 

Olllbt. to .-lot a 1\lrt.bR at.t.e.pt. ~ be wlabe<l to haYe 

a --~ Milt to Rltler mel to the Prealdlat of MaDel, reqoeat.­

ille u-. to e<:lllaut all poeelble n- and eepeol~ tboee ot 

direct. nesot.laticll, arbitration or oonolliatlon. Tb1a to be ~ 

tor' tiate ~eion. s-.z. teoltlecl the .,.,. to Rltler 11114 

I drattecl the 0110 to PD:t.ad. Bllt. I bad TU7 lit.tla at.c.ach tor it, 

beoauM the ..,. c:haDce 1e to Mndle lt eo that. it doN D<lt appeer 

to be preenn on MaDel to can iDJ ••••1~ ._. Ulet the real 

dJ.U1cult7 liN on the other e1de ot the border. _. IIDil ot the 

c~, tbeftfore, 1e about .. oolorleaa .. I oould C<ll>­

nnientl;r IIAke it. sa.»r, ha't'1n8 ""'" latitude 1n h'H,. to 

Bitler, d1d oonaiderebl.1' better. 

b .,.,. certeln tbins 1n t.b1e bunn•• 1e that no one will be 

blued tor Mlc:1Ds UV' at....,.., h<MwYar desperate, at preaerrills 

peaaa. 

•.t. -tille ot the tall ~ c.-itt.. th1e atter­

nooo, under the preeideoc7 ot Secretar7 Boll wllo 1e hack (ud w are 

all,....,. &lad ot it), nth all the ace~• ot llalc ll&bta, 

ate. Lou1a Jolmeon'• war Reeoarcea o.-lttea ~· cot. under 

wq to a lllal oblJ.cato. 

AUGUST 2Sa !be dqa wre drawi.DS i.n. Preperatlcm8 nei)obera 

wre beinc OOIIPleted ezd th1e da;r Leon llendareon celled Serle to 

oatl1na SEC plAna. .uB noted, •n.1r pane tor taldnc cera of the 

stodc !Xcbulp 1n the neDt of war are .. toll-• 
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1) ,.. ...... ._. of tbe «mhmcoe rill oirwl&t. Oil tbe 

n_. watc~ tbe - of pricea. 1lhw'e tbe" s.. teo p-en 

a eprl'Md bet-Jl W and uked pric .. , cr wbe" the bid price 

ie too tar below tbe ~price, tlleT rill endea.w tc wor1c 

Cllli the eituat1on - 'b)' oue. U unable to do thla, U..,. w111 

.... tbe Pl'i.u.c- 11b1ob tbq haft of ~ trl41lle ill tbt 

particular etodc antil the arkat bu been .-de orderl;r. 

2) It need be, U..,. w1ll eet.bls..h a .. t of ldn•- pric:ee 

u a bees. tcr openiDc tradinga . I aurmee that thU u not a 

n.t eet ot II1D1aa. but ratha' • rW.1nc that trading w1ll not be 

lilll.CMed in tbe etodc unleea the pr1oe u not exou'1nc- po1Dta 

below the e:d.eting quot.tion. 

3) Onl;r it u a re8121t of tha tareaoin£ it ie clear orderl;r 

trad1Dg cannot be a1nta1ned, w1ll U..,. oloee exohenae . 

Tbe bebartor ot tbt aarkat 7"8terdq and tb1a .,mine doee 

~8 

not 1ndicate tJ-. w1ll be &ZIT panj.ck:r tareicn .. lliJla. u ot tb1a 

80t"D1ns Cll tbe balance there waa .... tareicn ~than..,,.,., 

AUOOST 261 "Jeeterdq a rather ahetteriJic dqJ aa dltr1ng it 

tbe nerw aanalia ot Elarope bepn tc deoq, I haft a borr1ble feel­

in£ of -1na tbt 'llrMit1nc ot a ciYilillatiCII ~ nw1 before ite 

act...l daa Ul. ,.. Poliab wire wut doom and Moeciold bad tc l ,_ 

cate with u bT telaP>c- to lice- cr UV' other placeJ atcppecea 

lJeaan tc pile up in BerliJlJ direct l11le a•n•nc• lett Y&riou pointe 

without ..,..n Mil : o m!cat1CII1 and tbr<JuCb it all Oil& - ldr 

delicat. a fabric th1a thing - call c1Yilillat10D reallJ' 1&. I 

.meed at tbt Dlpart t ..t of tbe dq, thl ~ 
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• to ~ to t.be Plrw.i<IM* in - w ''II, So ._. Ut., IIIII 

.._ but to t.1>e ~at to rMd u. law oeblee. 

49 

IINDrl:d.la llceoinld. bad ..,_.., ~ '• ~- IIIII oebl.e 

.... ~~ '"' ott, u tlf!J'M(I, ~ B u..t ••• --U. 

,. a prt. u in a.a., "UU1a prt. tba baa Clll oaz..., • - ..td.ob D~~~~oq 

d14 in 1914. ... ..., "to bacl. !ban tb1e .... Ul1np ortarta4 hat. 

Wa p t1la in order a WDt Ot'er to 1b1te !loaM, wban I ooJH...,. 

with L. Johnaoo o~ out. Tba PMnclant aoaa.tao~ tbat - 18 u. 

u. to get Olll' ~t.r 1DII cbqecl. lit 1Ddicatecl a ooap1a or 

epeaobea wbieb • tbougbt aitber I err toos. ooold .u:a. ~ 18 

.alciJlg 0011 tbia att.rDooo m>d 0011 Vonclq •• 

Tt>e !Teaidm -d t.be Prooluation bad bean ~~ crrer. 

Tbara .... a auccaatiOII, bowtel, tbat ~tioo of DWtralit,r 

ll4cht ba c!elqed t1:r a fn dqa ba ....,. .. 1 tiea ot radr&ttilll. !'b1a 

.... ~~ clec1ded againat. 

"Tbe !Tea1cleat bad aekecl at t.be Cabinet ...t1llc tbat we 41.6-

oorer all b18 ,.,._. in ad'raDc6 ot a pnaral -rs->07 and aekecl 

J\16t.ic. to set to work oo 1t, with tba oooparat.ioo ot 'rrM61rlT and 

State. lit-~in a 1111111t1ar ot •ttaon, a.b u 1lbat.ber 

be ow1.o1 call oat nan1 1111lit1&, u t1:r iDatmoa be - call oat 

116t1ooal .,..rei, wiu-t D&Uoaal _,_,.. 

lit t~ l..-becl 1Jrto what .... ~ Clll b18 JdM. lit nnta 

to t1n4 u. b18tarioal 111---..w becl1nr to otboor tbat tba cbjeat 

of t1a 11caroe doootz1a 1a ~ to t-..p war ott tha .a-n-
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...,.. at wu, boU1 thlo7 - SpaiD c._taai CIDedJII'i'f'ate.& 1lb1cb 

"""" Oil OV 0 I .. 1.11 tha Wen IDd1M. .. aoted f1ret tbroach 

tha War Dapt. (thara be1.Dc no lla"f7) and t1tt.M 01tt ai.x tricataa 

to CC out and dri.,.. the prl•ateere b'Coo OUJ' watara . Later ~ craatacl 

the Na~ Dept. and bool&bt eigbtaen tricataa . 111 an, .. foucht 

104 aaperata .....,al aotiOil& before claar1.Dg out the 

prlnteera. n WOIIJ.d ]:r<>ba~ be f ound tbat in the tiaa of boU1 

'laehington and .w- ecae atete_,t was 1eeued Wicating tbat .. 

were euppoaed to keep th1a kind of thing out of tha Maricao 

beld.apbera . 

Baaing en tbie and hie speech deel.ar1:ng that he WOIIl.d defend 

Canada, be bad in llind UDdertaking to prewnt an;r hoetila action 

againat any European colon;r in tbe new world, ruming aU t he wrq 

trom Canada t o Ouiana (~ about the Falkland IalandaJ) . American 

natiena would patrol that llna. He would ear t o all the belliger­

ents that tha;r did not propose to ha.,.. the !uropallll war inT&de 

tbia beaiapharaJ tharafore tba1r '1'8aaela of wu ato. ought to be 

kept en the farther aide of the .l.tllliltic. Since the bolllldar7 ot 

the -world 1a no 1engar the - adla l.iJilt, obrtowol;r it baa to 

be 80ii8Where 1.11 the lll.ddle ot the .t.tJ.antio, len airahipa etc. 

llJ)&et Marican paaoa. 

Tbia .1.111 thoaaht logical and naoaaaar;r. " I t doe8 raall;r 

chana• the atatue of the !lew World - a k1.Dd of pu; Maricana. • 

llB proGiiaed to tackle bietorical precedent& 1 but orugg<~ated alao 

that Latin .t..eriotn atatea should be dr.., in to" 'AT ot ccnaultati<lll. 

•Tha1r attitude ad&ht be a caoplloating faotor, but I oa to" 
no 
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,._aiM llnH jO ro'-4 \o ettloe.., n,en \o 11111. 

OB .. 110\!Wic 111 latoa\ hNU propooal. •• te 11M pUU. 

opUa1aUo 70\, IIIII. \IU*a \loa\ \be ....., et CICIIIPU&U,.. IIDpa \bla 

a. a. la prollalt]T Ul'MOI7', U lJodM4 1\ la .. , ....tao\wn4 ao 

aootber .. ,.. l.a war et Mrnoo. • 

51 

ADOOS! 27: L. JollaMa apaalte, o .. Uc ""' otroac]T for rn1a1oa 

of -trall\7 eot : •ov aaltaJ'IO oa ....., uporh au 'blwn]T aa4 

obTlcnoa]T a 41acrl.a1Jia\loa 111 f•or et ~a._•. ....,. hl'k1 11C otroaclT 

of ~~&Uoaal d.douo. ftlo apaaob wu ....s. 'betoro oo ..... auoa et 

YOWl& Doa. ol'Gba at Joanoke, oa Auc'Aat 28 • 

.t.DGOM 281 jO notoa, •n. l .. t onpla of Uir• baTe pro4"aae4 

alaoat o;QDt]T tbe aanaaUon 7cnl a1cl>* loa,.. waUlJIC tor a J'IU7 to 

brliiC iD a ,..r41o\ of \be lUo or &lath of altft\ 10, 000,000 poopla. • 

!be 48pt. ... .. 111. preo\loal]T ooa\1_,.. aooaloa all Satur41ir, 

watoblac \ba ra&G\lon ot Jri tain an4 lraaco to Bltlor•a ...ceatloa 

tb.,- oaorUloe Pollllll.. 'll:lat BlUer roal]T .... to4, &leplto talk 

of Dua!.c oalJ', wu Jrltain an4 l'ranoo t o altan4oa \belr Polloi> 

paraa\7. Dala4lor \brow clown B'o ngoaUon IIIII. oon\I.Jiu4 :rronoh 

nobUioaUoa. .uJ ..W.., •1o l'rno- l>ae &lfl Ulvlou \ba\ U 

tb.,- lllllr JIOMO now \11.,- wU l 110t - war ..n -r; for \baa, 

tbe oa]T poiDt te wbetber \11.,- fl.cl>\ -· wUI> Pola4 la \be flol4, 

or- 70ar, wlthcnlt.• nero au •- neplcloA hero U•\ 

uU·~•aooro ba4 \ o ~,.,. \ o roalcl& M ce\ \ball'_.. 

laftrd.lt''• 

Regraded Unclassified



52 ---
.. .........,,,Sr . .UI.Mt -•s..c ... 1110-luln • ...,... -tbar. 

Oa la4lr at\usooa, U,t. ball4a Mt .,..ta 1:A Oil' a attloo 

<•- 110r1,• '"""' .ua, 1 tba cleath atoll nor :~uopo•) . Wol'<l 

tr. Jorl l:A ... tlla\ a..J.oadro 11114 - 11\ler Wioo, 11114 WU1Ioll4 'M\11 

tiMe that \be ,....., ... wnl4 an 71•14, hl4 e.phu11a4 tba llorrora 

of .... 11114 hl4 pro41oh4 that oal7 a~ ... nal4 '" \be caialra. 

!'biro wra alao repone that \he Uali&u, oh1ofl7 thrneh lluaolllt.1 

u4 \hi 01,.... ....... ....,., u4 ._, tolllpllou 'Mh .. a lluaolllt.1 u4 

Bitler, hl4 .... alMa\ lraat;io atfono to pornaAII RUler t o a 

aoro poaoet..l a\&114. !'Ill Itali.aa wro talkiac tov power, or 

ratbar tho power coatora..ca , wUII lluaia 11Ul:Ac l:A, lN.t U ... 

clear tr. \be at art that \Ilia nal4 aot uner. 

AAB -1• .. 11\llatloa u of a.a. of ~· 381 Ifill 

a. ..... ha'" atato4 a 10\ at olalu u4 \baa .. which in foot -=• 
t o tba claatnctioa at Polu4. l'r-o llu 1aa1ate4 that abe wnl4 

ator ._,bar o'ltcaliona. • 

.uJ alao -uou II' a J"''licaUoa of 1>.11 letter \o Dalll41or, 

soh-"*-hila all \be froaUera are 'Mtac oloall4, ate. • coo• 

on: 1 !'111 <~eTanau .. of \hi ~· IIPPI&l'l t o 'M pro\\7 o~a\1. 

lot oal7 are \he Ualiaa '"IT -~~ •"11ac, lnl\ llp61a 11 aoT1ac 

l.ato thl ana of \hi l'roliO'b. • 

Jato ef ooaic relief prorl4114 ._, arrtftol of PrlliOo of 

~. m. bot , ftt poor 1111111 u4 P. lloffat hl4 to - to 

U,t. 11 'IINiv aplloo \all -.. • • 

:DorS..C till P"""1- .-..a~.:Ac -"llo .uJ 11114 'Mn 1:A -~~ 

wl\'11 
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wu~ ~ .. _, trrr 1 -' •· ~ wall - azse .-. 

fer a llat4 ... -~ U.S - a.t tsntca el-U-. .. \s14 

tba Ill llellnM '- '•..U 11114 Uas 11M wttllnt \sa -b ti'SUle• 

tor -tiler •-• tnr lloazs. J'ruk wu hlrt1ac 1111 llanla a.t 

1\solt ., •• lll'ftlate till q-a.let WON that the llrlUU \u sa 

toniCa -nuae MllS..C .-lcl prshl>ll eti'SIIC'IIoa nr ..a.t • 

.. ealcl ..... \slcl .uJ ,., •olea - - laie - ..... Mel wnl4 be 

la ,.,.. at _. of 311\b. .uJ oonso\11 PI'SPIIIels4 bl&b1l •U­

ollaaUo 41t" la ~t • 

.t.DIRift lOt J.AII •t•• that •raac a.t ahb wu q-a.let, obla.tli 

walU.ac tor -uere to .t.ftlsp Mel partlo.alsrll tor I' • -r to 

ClloUerlala. ..... wu tile\ ........ ~ C to B Mel \Ma rs4rafts4 

at tlaal -eloa ot CelalM\ Mton .......... renr..cl t o • r1 la, 

wlllsb eco-~ tor "-lilT ot two or three llove la lle,...reoa1 • 

Mpsrni'S. Auwr ,.. -b tMt at ••tl.IIC l'v1'--•t faa._ 
o--.lal& - .-1s to ..,. 111 w t- eutt 11M, Mel e»ala 

tall ...,on ot ...-r., 1diUb w Mea •'-' l!r hi •·· •u 
J . Mel Poles wen talll .. uatlecl nth tlaal ten at c. _...,. 

hola srs \Ill - .... • Ollll.IIC la 1a a.a. 

w 1-lls4 wlu c. ~-•tc Mel • · •11so. !alit a.t ,...rs1 

I.Mla ~ aoanltauu (aft• ell-1M Mten ucl ,.._.-.4 

tor at w.al ; (a) peno.,e toraUoa a.t ooacns• a.t _.rale 

cllrsotll oa ....... wt'III'SIL JJJ tlloQPt Uasn wu -cl a.t 

ooaut u wll u _, ... .,., \loot keU.. U.M I.I!P~h fll 

~~. t-.s -t k- la\sUJceM p1sa fll a.., •ru..-r. 

w 
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UB _.,-.. \11&\ proll•t tor ...,h a- ont.r 1a ......,_ atcht 

1>1 paUeru4 oa the Mw or.S.r tor wbioll tllllr wro a1111.ac 1a 

llo\11'21 bealophlre. flllll' talb4 a little ot nab croa\ plau 1a 

\hi paet, .-l>lrt.ac U. Onll4 IIMata ot Bart ~\re at the 

fheD !.A tl>l att.nooa, Ull leo. , I . Jla•1• u4 P. llattat ,...., 

to the oroqut Cf'O'Cilll4. 

flllll' ttallhl4 oroqut; t t .... llin\u ann c- .. onr u4 

!!all COM, Clrq oall.t t o ur \hat !bee- wtahe4 to - llottat 

to pr'IOIDt I.Aqu1r)' U t o 11..-_ UJI ftUII\04 that 4atl M u4e 

!or athr 41ruler a\ •.u~~r, u4 aoeor41DC]T ~~~~ proHD\e4 

h1a11lt with U. oot!11 ovpo. Ill - 1'0011 -ro Bcra.ae , lpri.Ac 

Rice oonftraaUou 1>11• 'CIII4er 11111 Pbllltpa' .,.,, !llouon­

hto 1aqu1r)', wu \ol4 \hat OJilT Mlquto lnapoettoa waa 4aatroc1. 

lleett.ac ha4 1>11n tr1•D41T· !hi l>oah an olaarl.Jic at 4 p.a. of 

ADela\ 30 {41!1 atur p rooo41al ..,..11\o) u4 \hat to.,.. 1a 4aac1. 

.\\ a14a1ch\ of 29t h , - !.A cable of B' • ropl,r \o Cbeal>lrlai.A, 

I'QUIIUDI \ha\ hi w1ohl4 \o uop the - opiD for DICOU&Uou. 

!he Prooi.Ant u4 other IIUJ*)\K that U Mall\ "....UC 1D 

o..,..., u4 \hero ..... alpa ot \1'0'<1111• 1>11>1Dd O.rua troat­

rattoD1DI, toJ:CK all1MOI wt\h c-tato, paottl•, o\0 . -

u4 1t ,..,, p.-!11 ot M to 48 hcror l>roatlWIC opell. ...,.r\_ 
lou, .&AI D0\14 \11&\ Bitler ropl,r all the - loelat4 ltD ra!roalal 

the ol4 propoaal ot II&Y!.Jic Polo - \o Jerlta to •~C& - h1l 

COU\r)' 0 \he do\te4 11M• 
a»"fWD 11 
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•w la .ua ooMo ,..,. • na1a1 ~ .._...,, ...... , 

10, lae u.,.t ta\o ua M - J. J-•· • ~~.& a .,_~a M -. _. 

wae .t ~11. ... a 11\\le Joa -... Jl 'llotac "liMit ell lt'Hol\ar 

wUia ~ oolae. 1 Ill aloo _... 1a1or1a1 WOI!EM e.rtac \JW'V~I.nt 

1 1M& ~ na •\ ell \lae hoolMM. I W U1nPt ~ lt oo a 

""''-•' Wore al'; liU l\ - M 'llo ftft1ac laM a no' "' 

~ter war e\ano. 1M - tutac \lot ....... all llo4•. 

Ill \lin .-n ••• - ~ \lalrtr-fln\ - \be •I.D- polah, 

Ll.plkl'• Tlllt to \be WlU.lM\ruoo, aa4 all \'llat ·~ o\o17, 

wll.l.ola 6ooo ao\ - \o laaft 'llooa ~\o tallT II:Ma M \lalo \1M. 

0. OTUiaC ~ tlalrtr-tlnt, 'ION- nooi..M 1a .. lllaC\oa \W I 

laa4 oall-.1 •iolae\ac tor folleortac •ntac• llbwt .. tW JrU. 

Oabi.M\ ... •ntac. .uJ -naoo . ,.,. o1naua .... •=- "' 
o\al-\o; \lae Jrlt-0.- .... UaUou - tallo4; \lao l'oloo W 

4oolla-.l \o noolTO a -••Uoa althoQc!> \lae o-oaUoa ... 

alroeq pUliohod. • 

.U bo.o lae aa4 llro. .uJ tlM4 with lopr llaldlria, wUh ""-

\IMI:r 41-oM et'fM\ ot ... _..._ ]1110\ oa -'-rtoaa WUo\o. Aa lot 

..... COiaC \o loo4, hlo OOrTU\ 0- 1a \o llq \lla\ \laen Wft re41o 

rqeno ot ftcla'tac 1a -.ppor llloola. .uJ ~Ia\ of \looa ao loor4or 

J&\nl M\\oro, n\ .. -.. aa4 ot.p\ 11~. ..- llt40 a.a. Oooll 

.... \olep~ tr. , ......... Ollik1JIC - ,. ·- ...... eN too 

• ,'1•\o)T • .u 2t l0, ao 1ae p\ u.re .. l- JllW. W oall ... 1'ra 

~ .. ...- Ua\ ht..A ... 'llotac a""'*"' -' \lae our ...u loo 

~ ... o&. •• ltlO, hll1" Mt.,llo .... l'ra Perla with \lae - -· 

55 

Regraded Unclassified



-·-
..... o11\&1M4 h.- 111~. !» pr ... W \looi'O'IpCIIl 4alle4 lllll, 

.. a4 ll-'7 a4 A .. peeple, .... all _~atM.,. ... 1a .. u ... -­

AAI reaoloo4 8\ato JJ.pt. u 4 a. a. or \beroUO'Oih, leo., n, .uJ 

aa4 .. ooor.tth-' 1a &all'• ottloo, a4 aa thq .. " -.H. 

IIotta\ aa4 otber 1nlroaa ohloto - 1a. 11\ler wu alrae«r IIPO*" 

111C to lolohahc, u4 tbe "-41ah taelt ... to '1'0f'117 ll144lo'• 

report, 'll:l.l.oh - oUll loope4 aiel~' lie •-raUoa ot looJ'IIoer 

1ao14nt ot Mrlou toJpe. 

tel~ wn cot ott at ...,. ~nliiC \!Ia\ pown co.­

oonoe4 loo aelte4 ~ 11ppnprla\o a1u1ou ao\ t o looab open tOWDa. 

A tow at..toa letor, ,..,... oalle4 t1'aa leadoa. !be oaltlo W 

coM taat t or be .... uoae4 .,.111C nooh'o4 u. 

n aa4 .lAB tben cot tocotber t o 411C'Clao tolecr.o n w , .... 

4ratUac oallliiC tor Pen .t...rtou ooiUI'IIltaUon at -. !Ia ..... ta4 

ooiUI'IIltaUoa Jo1at}T oallo4 '117 cone. ot 11. S., .&rconUno, llru11, 

Pol"'l, .. Zioo u4 p..._. !hla ... all pnpan4 u4 onl.,y -h'noiJ' 

........ ,. 1oo .. , 1a .. uoa. 

At • oa a.a. ot Sept. 1 ( 4ato ot \ hlo - > .uJ cot hol4 ot 

Jcoloo t o ....,. lL1a to n- l!J. flooD llu trUU ot IIU1.U• 

c-taoioa -t•4 to ~a~o .. abftt .-n. .. oh1pp1JIC, - .uJ, ~ ...... 

lac noo4 t or ftoaolo t o npatr1a\o otraa4a4 .wonoau, \ol4 ll1a wl>a\­

onr ohlppliiC .,.. 1a :luterD lla:&'loon lla4 boUer llo po1'1'1104H to ail 

dthoat ..... 

0.. tbe 4.r pro.!.,.., be lla4 liMa oallo4 OD lo' I.or4 lothluo 

who W to liMo hlo 1'0'11114 ot ott1o1al rtoih 1a \be 111441• ot ,. 

ss 

• 
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•• llftt .n at .. ,kr' rae. 

U!IIIJIU', ..,, •• - .. cat~ ..... ," la tnftlal ... 

rMnnlal :r-1 .... 11---'" till~ • .&.t.l' l tnt\ utter. 

.. - ,.la\1 rn. 11-.1 nwl\, *'"k -· .. w-.1, , .. 

J'Na1 .... '1 - wa -a-\~. ..., atrlltlac 41.11-1-

•Jow \bat 101111 11 oppooo4 \1 f-1 a4 u \~ nlfol"111c 

, ... n lu•u plab, 1 .- w .au llllll tW at 1M\ t111111 ll 

oalT ou.ol.oar 11 .. la :lorepla Ala 1arao 10 ,...a\ u4 eo olaar 

,_ 1\ ....... 1 .. '-1\lllolo ...... .u liJIC lao\, 7ft wUl 

pro~~ 11M \loe\ \ban an .....,., oa ou a141 :people wbo leUew 

1a • ~ wrlt Moot oa priaol)lllo; 1M tloe otbar .,...... wile 

lellon la 11\Uo aan ~ lo1111. I\ 11 al-• dapnu \1 

proploeq, wt 1 llolt tloe 1&1\k \llat \loe .. .,.u wUl ,_ ..._ 1h 

_.u .......,.,. to re-ae\lllll.ell \loe prillol»l•• o1 ,tuuoo, at 

•..Uv. at a.. ao u 11ao a1-·-... ..a ... 1 tb.lak, u .nu 

" .. ala.. 

Jlratt .....,._ wltll 41-ol.., at pnll~ at war, aff1aa\1n 
• 

of ta\oa\ t o 1oNp nt. .a., 11ft\ ol\b ralatioa ol .-s:a1o\raUoa 

olforh to 1\I'IIIClloea -rlooa ooo..,., ..a t!l.a. J'a\loer -~. 

ntll •• --. .. nnw 1a .uw,.... • rook, ..a •• 11\Mt-a 

all··-·· 

~. liP!. , . .&.t.l MoorDoo )llllw1ftl '"" ..... la -· 

la\v4Aif', J, ... ob1a~ a 41r at wal\lal nile r ..all.,..,..... 

• 
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a 11\\le. !blir M4e a an afton to ,., tllt o.....,.. to talk \o 

t:t.t.; \lit reRlh wre ul\t..&h u to oY-\ioa ot Polioh 

torrUoJ7 1lr I~ a. a. 0 Dl>riDC \bio por1o4 oabloo 'bro"QCII\ 

olpo tho\ 111\lor '0'&0 \J71DC to !lat. oontaot with J'roach 

doloatloto aod Brl\loh ~oaooro , bGt \ho lao\ alanto 111\rtca-o 

did not ooao oloarl.T tltro'ach. hoa \hoa, !' o pvpooo ..., pla111. 

u .&A! put it, ho llpropooe4 to oop 1Q) Polaa4 aod \hoD 1pYo PI*'"'• 

wh l oh 1o uo\lltr WOO' ot •'ll'lDC c11oto\o poaoo, \o \lit othor 

ho. • Sa\ur.,. aloo 'brwc)lt ,.... ot \lot llnoolu aU1\&J7 

aloo1oa1 o arr1Y&l 111 Berl111, olo~~& wUh toroouto troa llrotorlool 

quar\oro 111 huco that tho llnooi.aoo w re t-oc11ahl7 OO&iDC 1a on 

Go.-.ao oldo. !be .,. •ded dlll],T, with ao. UB ao4 oM or two 

o\horo ot tho Stato Dtpt. people a t\o.ptlDC to ttad root aod 

dlo\racHoa 1a oroq-a.t. 

UB oonld DDt oloop 'IUl\11 1 a. a . , aod ultt..ata wre up1r1DC 

oarl.T 111 tho •r1JIC. UB olopt, nt llull1\t tolophoMd tho 

Preoldont about ._that 1laJ' ..., oa; aod tholl oollod Soo aod sw. 

!boo' ca\lltred at tho 8\ato Dopt. at ?tiD a. a. s-..,, ao4 n 

s-c11atol,T ...,t tolecroaa callta,s tor tho Paa -rlCiaD ooaRlta­

Hon. !bat aonUIIc there wao a loac, ,...,. cl- ••tlDC ta 

llllll • o ottioo. u .uJl aald, •Yo are oac11Dc .,.... doatl>-wtoh 

OYOJ' Jluopo. 0 

lle-hilo OD Sa~, llopt•'bor 3, \lot Dip\. bad Mea re­

dratUDC opoooh tor tho Preoidollt , baYiDC lloaa toU \bat ho would 

hloo thoir liMratt u4 put 1t 1a mtrol.T ... wom ot hio "" 

dDr1ac 
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an.. \llll .nenoooa. .&AI M\e4. •at \hia 1 a utr.e]¥ ~ 

lbu tllll Prealuat I'Mll¥ llu tiM to 4ratt, 111o ou ikl a 'bnhr 

J olo \baa -.oaa cu 4o tor bla; 'llllell lllo uee cotllllr peopla' • 

4ratte 1\ 1e o on nlT tor 1aok at tiM. • X1uiJ1c \lie "'r tloero 

... u 1ater-48panaatal -UJIC CIJl pol1o1ee t o 1oe ~ 

totr&J'Cia -.r1ou 11111Ps>1.11c \a wv s oue <- ""'" 1\ ord.ore4 

to aop ow.\) u4 a coot 4Ml at o\llllr lout•••· n\ .uB -" 

to ••114 hie clrat\ t o Illite !ln .. at 1:30 p.L .Aloac wUlo 1\ lllo 

eeat tloe lo1etor1oal preoe4eate tor 'barrlJIC 'bell~ront ehipa troa 

.l!Mr1ou watero . !llu 'b7 h114eT a.a. 1 \loere .,... aot IIQOll to 4o 

u c'O'}It OOIUI14er \lie n ate ot a worl4 alow]¥ auhiiiC 1helt 1Dto 

t ........... . 

llartac t hia 3tm4117 a.a. _.laC word c- troa lhit• -.. 

tloat l'Ma. II'CIUl4 eell4 hie propoee4 1}188011 o.,.r t o Dept . 1a atter­

JlOOD \ o 1oe cllecloe4 'b7 Soc. l ll t ile 11••· , llowner, 1oe tel'O'}Ibnd 

1oe w1sloe4 tblir II'CIUl4 o ... t o lhih Bcrue, ..,, eocordiJIC]¥ Ball, 

L. Jolluon, 811, &114 Ull •t 1Jl tloe L1noola atuq to loear PM•. 

l D ehin-,el MWe rea4 •\.r1 I04oul1 Wproft41 quoh. OM or 

two ploruea relaUDC to orl41Jl ot war nro at.....,k out, u4 

a,peoclo ... *PPI'OTH. - A.U _, t o I'O'la 1a 7•1-1'• pool, 

u4 'beak t o Woo4l&T t or tint roal aJ.c1ot 1 a aleop a111ce or1111 

b&e&ll· 

!loell on llo~ .... , 1oe ... at wom poat\1Jic tiJlal ,.....,.. 

to 4eOlaraU• ot -traltt;;r. floe 7roa14at loa4 t ..Uoa\e4 1oe 

propoee4 '- 11- c-ral -tralilt' proclaatloll tu•"'r .... . 
,,. 
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•• ~~a.....,_ .... ra1tt1r ••· 1Ml1141ac - ...,..., 

111 p.a. .u1 •te• •• .... •• p1.a to eall Coacno• for .... 

a.ro, M4 \lie -.a .-oun 1a no\llor w teolare a aaUOMl 

-J'CAQ'•, \llu oalll• lao Ml-. a .-..r at t.,..I'MII' M4 

aeoUd. Jl"&ol4eaUal powro. .l.O e44e 1 u uu.l \lie ooanru\1aa 

\ bio • ·•· (.....,..,.u, a\ 1111\o Bouo) _, o• ,.\all; lin­

.,.,. olooorl11o \Ilia oviou -al\ 1cooft u \lie JrlUoll llptro?• 

!lle7 fillallT acree& oa a fomola _.reoblc 1a a ol•l • pllruo 

\lie lit, \be Jlcalalou 1141raa4 -· \lie llplro of Ia4la, oto • 

.uJ n4o- wl\ll ft%7 o\rllWic M\ol 

I I lie,.. 11ooa 4ol. a 11\\lo \bi*1.ac wldoll U _. M -~ 

wllilo \o rooort. I:A \lllo wr w o-'· eo far u I ou -· 

pool\1~•11 o~\ 011 a alll\11!7 ~o\or,r of lri\ala, lraaoo u4 

Polaat. lbov.lcl. \bq 1lo oa \lie "" at clofoa\, tile oquro 

qv.ooUoa wov.l4 1lo preoa\o4 to u -\ller \ o eater tllo wr, 

,..l. \lloa u oar ni~ clot- poo\o ; or wlle\ller \o lo\ 

\lloa co. \ro11lo nr DaTTo u4-' tile ... ut.\o le- lift-­
aa4 a luoo-o.- .,.... 110&\ n ._1»\1-. \lie w rl4, -

wller o la \lie a14-A\luUo. 111 111114 le ratller rtlllllliiC n tile 

la\\or, 111aloll _. )e n...\al lla\ clopollcla • a oouloloraUoa of 

aaiioaal lateroo\. 

IJiaUora - ao\ p\ \o \Ilia pola\. !be lluoo-<lo ..... 

c ... blaoUoa wov.l4 11o 11-.o. illproooln u4 la ...,........,. torr1111T 

powrflol. TO\ u .......... tile proo••••• of -·• aUt4a 111 a 'O'If' 

nioll I .. ao\ )ell"• oa be ..-a\. 1111111• or looi.Joc, ,., 
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\liM o_,lMUoa _. wl\s-M]F '"* 'liP• 

,.._ U lt u Yt.ateno-, w .-.u \e la a ,..luw to 

bD14 a ,._hl a4 alaen Jilld..-l o llae ~or a t.. ~~ _. 

\IIDM ~- 7Moft ncllt to 100 Wo tr .,... owlll•U• '-

u .. u to pl- la\erll&lll'l atter *loh .....,_ will ,_. to n-

._qe, :ton -- will \e .... 11' TMo"· . 

-Jilt, s.t. Ia- AD pl*a 'liP ~~ lllate17 IICala. \e­

l1Jin111C with attenooa at llep-ller 4, whn bD ~-- OB aUll 

oo•1Urlar ~..-!& .. ..,r111111C tiiiPlli'O. X.. .. la r,....r at 

pMral ~or.la, - 11111 ~eaft( Oaaal.iu oplaioa. (OK pft't'M 

r iP'. ao U - n\.) Jl.ul]F acroot to ~oral& ao wrU\oa. 

Wen a.a. ...,_,h Wli'O ill ._. - leo. AD aa4 II -· \o 

111.1\e ._ wllor. \boir ~oall4 Proo. aa4 Joll JMI<ooa, at lla41. 

!bD ,...ral Dft\rallQ' proo~Uoll ha4 \o \e olpo4, aa4 \bD 

qweaUoa at \"bD In\. ~ • ...a IIC&l• - 'liP· J-..... 1&14 

, .. law ........ lllllaal .. a\ ..... c ..... - · lt .... 

o.....sa he4 hollllloal]F ......... !» Proa. -croo4 wi\h 11111' • 

.,.1... w .. ~omala - ..U.U\UM la *1oh oa1l' ~­

w'bioh W ..,nalll' 4oolaft4 ar .. ,.. bill...,_ ae kllf4o' wh. 

•- at \ho •-r people oorr.ot]F ~oarot \"bD\ \hll aiP' \e 

laterpro\ot aa la\a4ot •• allow upon at - \hrourh c...._ 

!hb ._ ,_ oaal oNiro Wli'O •f4o'M _, Pr.o. n. 

-' 4al0 p .a. AD, ooo. u4 o\bDH nftnOI to 111.1\o llnM ~or 

oa ; et PneiU.\1 • elp.lac et ... .- proel.-a\t.. £8 

...... ....,.-.. .. ~ .. liiiC a 'IIU 11-1"· n.. _. U.OlMM 

h ""'rol A\lwUo aten to a 41•._• at 100 all•• at -

tbDHlt' 
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u .. re'IIT ,_uac 1a\o effect nbotuoo .t a ncpoUoa ..U u 62 

1.,.. - u l.ttoreoa• o u... W ao\oo • 1 •"- \hlo will 

be lti'O'IICili up at \be propoM4 ooanraouoa be\- \be .loMno• 

npw.blio; tho\ 1\ h ao\ plaaaM \o llol4 a\ •- oa the 2lo\. • 

!llen.t\er W ntvaot \o 'lhlh llnoo to pt a •ran ot 

roplaUoao• aoo41DC llbll1 o oSCaahn. -.11 bat l.tt 'lhlu 

llnoo AD4 cou 0.., lnlt W wu n4dnlT wrrlot, traoat ld.8 

to the caruoa, aat cot ld.8 to •leD all 1D •*r· 

IIHWD 11 •n:rUc a'boll\ otraatot Pu .._. tolep\oo 

aat CaaatlAD laoluion 1D 1101l\:ralii7 pl"'O~Uoa. -u.-, 
aotoo W, •the Preoiton\ baa ltooa at w!lt oa aa -I'PDCT pro­

ol-Uoa. Be waah \hlo beo- 1\ Ci'fOo llla powor to \router 

'tro.dcoi lh11o, aD4 to brtag \be aJ'IV' aat 11111\'T aoanr \o tllll poao .. 

t!JH otroJI&'th. At \be •- t!JH be dooo 110\ .....,, to create 

tbe I.Jipnoolon thai wo an cot\l.Dc ro~ tor war. Ill thlo be io 

nUro}T olaoon. !be Ooma -....- repono - to illlll.oau 

tho\ \bq \hl* wo will be 1a the wr 1A tllno •atbe; bow tlle7 

ltllow \ hlo 1 c-t - ""'• lnl\ \bq do ll:aow their war plADo, 

which - 1.•1- o1*1Dc AMrloaa ohlpo. floe Prooiton\ 1a41-

tot to !lob l-a the 11:1114 ot proo~Uoa be ..... tot AD4 tol4 

ld.8 to talk to .. al>nt U; ao !lob wrote 1\ nt u4 talll:ot to • 

abollt it 1a the lll1to llnoo ottloo 701\ora. . (I) 

!IUo MmiiiC 'liP ••1'7 oar}T, booauo all tllooo Y&riou pro­

ol-Uoao ho'N to be llpPI'OYol '117 the .1.\\oru;r Ooural. .l.ooori-

1DC1T wo trow a4 1 ,_ down \o the JU\loo Dop&MMa\ 

pl"'O~Uoao .t Ullt:ral1i7 recocal•U. lntb Jhl oa u • 

ltolls.cwr-t 
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'hlliC'eraiJ lSbwiM 0....._ •'-lac. u. S...ft\&17 •tcM« 

tboa; Onola "' \be lblia llnlla aa4 lien ,... Jrull: IIUplt" wUll 

a proo~UOII. ot ltaW -I'PMT· Ia illarnpoa wa\ ta h 

Pnaldht, wllo •tcaa4 illoaaJ "'11M4 a 11\\la ilia pnaa OOJit­

lla pla=M i o ciT• cl.oatcM«' to ..-. tile o.,_il'7 na11 .. that U. 

prool ... uoa ot -1'1•11117 ,.. ""' 1ataa4e4 to JTilt tile oo'QiltJ'7 oa 

a war toouac ln>.t to atra~llan canal.a pllaaaa of ..,.\ral1v 11114 

4etaua pol1QTJ \hnoe t o tha state ~at -N wa nlaan4 

tl>o Sov.tll .Ur1oan 11114 11a1tad -rc-11117 prool-.Uoaa . Prool­

Uoaa oonrlac O&IWI& ware llal~~g leapt 1n cold atoroca, • ....,lllla 

1a tile aata. 

lleat of tile c!q J.JJ wofta oa Saorat&l7'• 1'--.&aarioan Jllt' 

apeacll, JIOUJ~S 1JQ" aiad 11 aoi wozt:1111 Yarr cr1ap!J'• . 

1redllaa4.tl!r, DP!IIIBD 13• • A protaool dinner •a4.tl!r anatas 

tor tbe caop}Valoiah, wbo are haYiDC a oo.,.ra .. ben, JNMtaahd 

~a atranp aa4 ratber ~ 1ao14ent. la tile raoaptioa 

liaa a wlllta 11au4e4 Pole •- up aa4 I raoopl .. d llla. a.,.. 

Arohwalci, tbe taolmtcal a .. htant who wltlll'rotaaaor Lord 11114 

•- ..Ua. had - tbe liaa of tbe l'ollall oorrlcl.or, 11114 1a4ee4 

tbe liM of SUaala aa wall. a. bad tllaa lind llo110rad 1a Ilia 

own ooaatrr. o-• ben aa a cl.olecata tro~~ Or•o• Ulatnntv. aa4 

wlllla !lara llaa -cat• l"t Ilia c.,_tl'7 aa tbe wolt: be an4 Lord did 

had 1'1D'aiabe4 a 1'ue tar tbe - ..,..14 war. 

haadlr tbera ,.. 1- ta11r: at tbe Dept. allnt abet \0 c1.o 

ta tbe ... uer ot .&Mrtou alllpa tradiaC ia war soMa. It ,.. 

thov.cht 1aaY1\al>la that aoOMr or la\lr oaa would llo a'llllurllll4. 

n.ra 
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n.n - _. ,...._.. tor w ,,.. U. flit, '-t • '-1a 

•~ •&UUla, tlln'e .. tM '"'lea at tlllt flit ... at _. a 

wan1ac - Nrta1• "' ....... u. ... .......~ -.... 
al]T MIIDM k....,.... a ta~ kaeuu, .., tU • · ftto -

J.O wat ta If \o .,.. k 0..\ Altooaka\a. 

•ftr'aUI\o laU111cka ........... k t.-A ·-.p ...a .. 

1ut a "17 ~ \t.•. ""'" I'!'Mu.t MIIDM U.\ Ida •••.., 

,. tnf\e4 1a \'be 1\ak .. t II 1\ 0 80 1\ -· 1a ... Una\s­

.. Ilea oalled COJICN .. tar \'be Jla\, n1ell _, M U i ...... £ 

.~ ...... tarM«. -1··~., ... aar.l\11, _lt, lllftat, 

laY- u4 •-ral atllera, \o woltt ""' Mkrial tor \'be daolla\a • 

\'be ~ralltir ..... JVtaa\a]T ....... la\., -*arial 

p rapal'M tor \'be W-tate4 pnn- ...... £ 11\\la •ra Wft 

oa \'be ~ to.-la. 

•1 lleft 'Mea Are•• .. ••• flllt 'IIMla at tM\e ~\lilt 

- are t .. -••· flllt ... 1aa krin -•rt.H no pn. 

h ,rao~r; ralatl ... 1i1U. - · _.._, ft1D -..ra4 ,,.... 
ralat1- 101\ll \'be loYtno. Bot tal~ .... -•- o\ .. 

.... •• •nuala wra ~ .n raids.-. .._.., 

IIOTaral oluno at ... taaa wra aallM \o eolara u4 o-npto& 

ta\o MntM, .. ntaauaa • a~ anaal.)T \k hlllla Mrt.r. 

,..... .. ~ npor\ tr. .._ (a\ Jlft'UlT aorrao\) 

-· \'be\ .... taa lllaQa .. ft'&\a ....... -- ort.re4 ,. 

ftria &nat.., •- 'Mill: ta a -..s .. ar t'r1oMlT per\ . 

Regraded Unclassified



- 37-

• U I • ric}3, \ hlo - .. .., \he llleoi..,. are aboll\ w 

enter on the Clei'IIWl 11~ . .U 8117 n<to , iMT will ooilo latonia 

and lah'ia i n nbeta:nco, if not ill ,...,, !1w7 will OCC11JV 

Poland about up t o tbe old Broot Lit oT&k lille; and proeumablT 

put preonro, ooon alter, on ......Ua to ...rre~r Beoaarabia. 

! cannot bell"" t hat at tbe ••• tiiM t bq will celt t o force 

!urkq into thei r 110b1t, whlch th.q are al.Jooo~ able to de. 

• U t hio JU&I!tmaro prono real (and 1t ... ,.. on}7 toe 

c!..almablT locical) the otate of the world will chu&• onr­

night. Italy 1e then forced int o the allied tide; but you 

will ha,.. t wo men able to rule !rom 1/aDohuria to tbe Bhille, 

I!NCh ao Clen&hlo lCiaJl ODCo ruled; IUI4 not hing to atop the 

combined lbloolan-Germu force at 8117 point, with tbe ponible 

e:a:coption of the Himalqan mountain• north or India. Put 

ditferent}7, the 'footorn world u we kDow 1t ondo at tbe 

llh1De ri,..r; and f or tbe t t.e bol.Joc a.rope 11 c ou • . 

••11, I thlncht \ hlo polio a pretty quution. l'or tbe uxt 

phuo h oimply t hill t he 'footern world io beeli~d on tbe t wo 

J.mericoo: and t be reot or our lino, or at l out 100ot or tha, 

will be epant try ill& \o ~!elld Yariou paxto or t hio worl d rr010 

t he ocon...ic, military a.od propacuda aUomp\o t o ootablioh 

domination 

ss 

Regraded Unclassified



··•aetla - tt. 111\~)7 • ., --· ,. - ~lft 

nll ~"* •• M 'MV'• Du•o U4l at .. - ~ .Ul 

'llnek wtU 1\ tW lt - M ..U. wt\lont ~rkle, \bat • en 

1a wrl4 lt.leMI:r I.e UMnllF -•U. klon ..,. .-•• • 

WfW 14, ~ .. , •uu. ~ -lui alo tor 

-•r•llv •' t1cJat, wdl:tac oa UlppiJic pn~l-. Alao -

'I'Ddl: oa '"'..,1• ro«raR at~ ot ~ onor .... lea ho.,. 

....... 1.U 1t 11H la ,. •1a4, Julia .Ul tab on17tlo11oc MOl 

ot t» ol4 llroo\ LUonk Uao '"" to t» ol4 .t.utriaa M$r. 

Do .lllutl'ia .,..n ot Polaol .Ul o l\Mr M ns zof "'J"1tlio* 

or llaaM4 to tM pappol oto\o at Slonkl.e, u4 t» 'balo>lco .Ul 

'bo a,..,., Polioh otato, pro'IIU]T 'IDd.or a Oe:maa •loMpro\ooto:r . 

.,. ... , ho4 o- 1a tollU. ot o='•• tor lorMGcl• to 

lloocn u4 t»ro wn - ot»r 1D41oat10'AI \hot AAII'o 4r-

ot tM - kino - alroeq ~ to O<llio tnoe. 

Oa ..._, .. -s.c. » W W a rat»r ..t'tl1 -ri--

a .,.at U..r p&rV &\ •••'•• with t» lllalu, l'rooopo, 11oft 

ChUU, o\o. • W \Ma l"'d'll torwr« to rola'I&Uoa, ""' Prooopo 

c- la, ,,.__. al•too 1&\o, u4 ..._ AAII aoifo \a •• » ho4 ho4 

a oPlo rr.. •lol*l tM\ t» 'Molau p~ to ator Pol&of 

at u oar]T M*o. 

Oa ... ... n lot\ tor ,_ 

01 
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Cll .t.Uroi"M \ba - .-n.- 111r ..,.ell oa ~.au 11, 

u4 1t wu \ll1e epMe~ '-'bar wttll \ba PndMat'• - .... 

h Coacreu \ba\ prea.-4 ~ ,.,.nat ~torlal 1a tba 

O.eerTa*ore :.-. O.eerraW.. ~84 Boll'• epMell .. 

•rue 'brle.f o~ e.f oh1Uoe4 Urac 'IIIIJ.oll tr.da..R IMM.el\ 

111 hJ.o ••HP \o Oo~~CNII oupp1-te4 -,. a aolll• ~~PP&al to 

relicion, t111o T~ - of -•hl ro1aUoaolllp uproul4 

111 tba ol.Jopla &114 ....SOriiM ...,..... of pnoUoal -11•. 

lloamrhllo, 011 Sopt•llor 21, tba Pnold8a\ &lao 4el1nre4 1111 

Muoc- to Oo~~CN••· oa oll1oll AAI 4oeo a -~ 

DPDIIllll 211 •!ba Pno14eat llo4 llatore hJ.a a -liar of 

4rafto, e.f wllloll I llo4 Rllait\84 o ... oa 'MbaU of U. 

State Dlpt; &114 I ~atbar \bare •r• -ru4& frora o\llor 

q•aarhro, 11101~ tile Upartullt of JuUoe (pro ...... li]T 

loll Jaok:ooll). 

1 0n S~~pt•llor 19 1a tba atteraooa, \he Pru14eat pv.t all 

tile 4ratte 1a oM pile on 01111 d4e and otano4 to 41ohto 

hJ.aoolt. .U qaartor paot aiM oa tba lhll, I .. ,., \o tba 

ft &114 foa4 11111 tbaro aloM, etill 41ota*1JIC what he oallM 

tba 'poaaltt-to ~lie' . .....,. llano u4 the ..... ,a%7 

llo4 etre ..... )T 'U'I04 11111 \o pv.t 1a \ba arc-ata 1a faTOJ' at 

the repeal at tba ....tral1v oot1 &114 to a ooao14eroblo 6lpH 

ba llo4 adopt e4 u.tr -·u-. !ba ronl\ "" tba otran 

v,nrtuoa 111 111 ... 

•.u 1014& oa the 110ra111c of the 20\ll, the soo .. ta%7 ooat 

to 
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to t» a. .. - --kcu aiOIIC)I te unte .. te - alQc. 

file heeu.t- -r tM antt wlt!IIIJa. file renlte an 

tlle ~ll el~Mce• wldeh IIPPMI' oa tlle heel._,,, lll'M antt, 

11114 , .. '11114enhefhiC , .. - Wert 1101114 ,. ,., la •• ,... 

1o--u lalert ll:aon foall1arlT u Ball .a. lalert. 

•oa tile at\- et tlll 30\11, ._,. 4lreoUoa et tboo a., 

~ ..... a.Rwertll, \boo lacal .e1eer, ...t I ..... _.. a ant\ 

of U. 'Ball .l ra..rt 1 • .. tllell bod \boo ••eece ...-VPet 

ttUh tboo -'Ulaau.... !b1Jt b \a &ret\ Ml'll:e& 1214 

Prul.S...Ual trett •. 

1 !he leare\al7 aa4 I- to U. IIJ at 8130 oa \boo 30\11, 

ttboore .. toud. \boo Prell.S...t aa4 ov old trlelld, I'CI4p 

BIII!Ul Joe-, fraillY. • rea4 \boo 1 .. 0114 Prlll4•Ual 

&raft db1111 aplllet \boo hei141At' • &ret\, 110\111 the ohallg•• , 

ttblah 111 p.,.ral "re II'J>l'O'Nd. !boo Prei141Dt IIA4e a fltt obooace• 

OD \he ... tar OOJV'• lie tiPP!'Oft4o lllolwl1e, \boo 1'e611W-D\ af 

tboo leclllaU,.. procr-. wldoh llockwnh 11114 I bod r~ef. 

to aoatora to \boo or&er et \lie llx polah preeeated ._,. Sao Ball 

to tboo Caacre11 lut lprlloc. 

"Yboo ••eece,.. to k pre ... ted la poreoa at 3 P••· • 

\boo 211\. !he flaal &rett. with all oheoklac, ,.. MIDI db.,. 

.. \boo heli.S...t 11114 .T'CI4p lol_,. Oll \lie DOrDlDI ef \boo 

:!let. 1 

C8 
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.&AI Ant\ olaW ..,,_..,. 111, .,_,, "'"' u uu1 lou 

boMlT \hu \be tiul ftftloL '-Do a 'Sci> tou-- wll1ola, 

tboach oUrrtac. ·~ ban - • lUUo too 'Sci> to \be 

Co11Cftoo. n oloar:LT roquno (1) "!be loctolatt• 

roqulrlAc aa arao eabuao lll>nl4 - M ropu.lo4. Ih oo ... ttal 

'lliiiWiltrallt;r, aa4 tbe 1'110\ \loa\ 1\ proooa\q 41oariaiaa\oo Mt­

conalll CJ'O'IIPI ot llolUcornh, 1o rl.chtlT to llo IICCOilhaW ao \lao 

cooo Oil, llllUl U -· u _.r u rlrhal :por\1..,. 1Jl \be 

coatlie\. • ""'b a ronlt, '--• U 1o ._ro41chl>lo, lo olallco""'" 

alilao to n.r proou\ :poo1Uo• ao a llfttral , u4 to n:r 'l:ll4..-1Tiac 

4oo1ro t o ._al,. ....Umo1,..4. • (3) let.,UOil ot ll'llll1 Uou co•trol 

bcar4 aa4 o\ber pro• t olou al'lrllr• "11PP''no4 by tbe 1\ato. I\ aloo 

ougceoto4, but 414 110\ pootttn}T roquo\ , 1.alpoo1Uo" ot cuh aD4 

carry oo•trolo. 

I\ 1apl1o4 ,..1:7 broa41T, 'lnl\ 414 100\ ht1aUo}T oo\ablioh t.be 

111- t or u.. ...... n rat.ber t l raq aolco4 tor roaooo.alllo ..... tioll 1Jl 

a 6o'bah which """14 'be aa •ut oruUollal t onal, 11114 U ,._ 

ocallll\ ~oh u4 orpa1n4 ocUa\oro, ponlcntlarlT quoUOil­

illC \be oillcortv ot """ adYocato wllo yoot.ord"7 propooa4 to ara h1o 

tollOftro, or I&IICUOil t.be 4octr1u ot olaoo war•. It cr1Uoioo4 

ttU'buohr by taplloauo ... &ll4 oo•t.ailll4 0110 onroaolT Ulpert.aat pao­

•aco ao to olalao ot 6oloa\oro-••o ,..,.., 110 part;r, 110 llloo oaa olala 

to bo tho partir ot poaoo 1Jl thio 6oloato. !bero io a con..-Dt 

ot poaoo, roooln4 \o &> .,.1:7\hillC lr:nn'7 pooolblo to -illtaill 

\hat 
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UM ,._, Ill U. -"• 1a u-atea. tMn Sa .. s.- u \o U. 

aata--• ., ..... !Mn will -. ... elln14 ............ u. 

•••• ---·., e.t.....,.as.c st. • 

hutdat'• antt aa eaUre]T- poopere. (1) .._ 

pllrus.,. of • poeoe Uoo plM . ... nftf ... •ta t-r .t 

noll •-• u wlll preteot U. e.tev u4 hoaor .t ov 

........ ,,. ..... ille - tiM D"P .. -· ., ..... I u, ... aScii* 

talk wtth w, taeart• 1 \llo -•ra~sv• "b.tore •e.tet;r• . 

n.a a ellen I>So\01)' ot "P..S.,. a4 -r, n)o..,....\)T 

4el ete«, 4eeor1l>S.,. 1 1 ... ot ~-· u4 oowrescav• 

of -..eral uUoao •wtth .._ w M4 tr1n4]T 41}>1~\So a4 

c-ro lal ... 1aUou. • Jill 4r.tt _ , oa, •Dusac tllo oprs.,. 

u4 -r tllo tr•aSUoa .. 4-'laUe]T h •ar4 tar\llor 110\o 

of ....-eu.oa u4 tar\llor .._ troa pe.ooe1 , wbioh he ohaJICa• 

la nilbt talk wi t h AjB, pa\\S.,. .,.111\ar,r ooaqaao\1 tor 

'ArC&":N••1oa1 • 

qu\aUou troa J~ ... _ . l.ool\al of -..s ..... 

a4hoJ"OKo \o ill\oraaUaul law. 

ll.oq-Me\ tor ._t ot .Uarp. Ill aJc)>\ talk w1 th .ull, 

pllrue ...,., rt\al)T ~roue to .-noan bollor, \ o '-r1oan 

eoovSI;J aa4 to '-rl o.oa poeoe• So ohaJICe« \ o raad 1'-riou 

.... t r alSv, • e\o. taotaad of •Boaor' . .Uoo, iD •"' pancr. 

oon\01100 So taoerte4 1D paeo-ce d.iocruo S.,. Jnotllo\ioal prior 

\o 1tall o ... , llfhl.o wo1114 haw "bNa \he M..al .,.,.nue ........ 

tho 
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tbe .,...ol4 ..... trl.Jiea of ute,...Uoeal lu". Alae lov 

prior poa1Uoa -opt ... \be t~~eta ot pocropllf' aa4 ( a&IH) ot 

ooatiUou ot lu4 aa4 ... -r al!Jool. 

1a pan roterriac to iDOouhteDOi)' ot uti-ropaalhta, 

arc-nt felt ao atro~ tl:l&t a aO"Oplo ot ta~~toloci .. , later 

eliainato4, wro iuertd •• 

!ben aUrriDC pp ... - ' at final I I ·- a creator 

oou i otoDOi)', oto1 , bea cariou .,...,.. wort put u . ratorriJIC 

t o ol4 arc-at about •-• of worl4 war, wl>iob ,... later 

t rao-te4 i.ato b1cblT ettoctbo, 1 U bu ~ arroaoou}T .. u 

tl:l&t return t o tl:l&t poliey aicbt 'briliC ,.. Maror t o war'. 

Attar reTia• ot obJectiTaa, (on p S of f i nal) Proo. tD­

oorto, 1 0oncrooo coo take ito oboiae of two .. t bodo, oo loliC u 

lec1olat1on 1o oo drawn u t o ... t t bo noo4o of 4q to 4q 

uw o1tuaUon aa4 4o.rlpro 1 • 

J'ovto ... pecoo loJIC, IOOOaiO Of a44 itiou aa4 illoorto. bdJo 

witb pp, I I will 1aooed1atol:J' roooanao tbe Concrooo u uotber 

o o t roo1'41nar7 aoooion1 • 

ftiDAY, SJPtlllla 22:- AD - 11t1 .. bio bioto17 ot 

••ooaco, nouac. 1 .u all OTCto, attor a prot\7 hll dolr'• 

woJ1< on tbe ...ap I ..... t to tbe IB at 91111 !aotdq onniJIC, 

tbo lttb, to littea to tbe Proti4tat f l nitb ~ bit 4ratt. le 

t a.lko4 a little u be wu turniJIC 1n -- 'fOil' aloopr - tor tbe 

n1Cbt. 1111 wu .UliJIC OTOr tbe t llbJOOt which wu 80tt 111 bit 

•1a4-bet 1<1114 of a tm.at to tbe v.s. ,... tbit war coiDC to 

boT 
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'Nf Bt aa14 lie W ...._ v ' 'II nel' \lie 1111P ot hlMol wbioll I _, 

ll1a u4 pa\Ulll la ·- •re of llil - · n wnl4 'M lec10al \o wQ;ue 

· tllw\ ltalia 8114 !Uler wn14 ""' p\ nei'-U\eUI4 'lro.\ be aa14 1a 'fin 

of \lie k1ll4 of people \Mi1 ,..... be ..-n11 \hiT wnl4 laMp n 1011111 

oi>U• \be c oilll..., pll.. a. t~ 1a \lie llld41• -.n \lie IC%1111&' 

prollall~ "*' tbe\ Gorulir ellwl.4 tob a eplllre ot 1atl-• 1a ~llilll 

Soutbftet ot tlll !1crlw: lluoda IYU7\lllac aortbeut . .., far their Oftl4 

co lata hnla or tO'tl&r'4a Wla ..., aa op~a qae•U•· JdkniM \be J• 

aoluU• wu ... tire~ "IOVO· 
1Bt tliiD. Mid tllot ""'••• ab~ tile - tlllac wul4 'M a drin at \be 

... t. !be real o'bjeott•• wul4 'be \o cet lata tile .t.t~uo. Bl W Mia 

tliU1!1'11 tlla\ We wul4 'bl prollall~ 4oM l!r a 11111\1~ drift, with 

tile ulUaate doalca of cet\lac a .,.._ footllol4 OD tbe .t.l~Ua .... , er 

1D ecao of tile .t.tlAAtlO 1118114a: tile .t.oorea , Coq>e Ter4oa or the ltlr:e; 

poaello~ tllrO'QCII preuve oa Po~. !1111 iaYoln4 llorflac a 18114 l i.U, 

u4 tllerotor e Ital,71 o MUon -- lllclllT t..,ortaat. 

•n wu a llar4 alcllt ' • woft: for lila 8114 lie wu Urll. 

•.t. 41r' • woft: 1n tlll oftlao oa the l!O\Iu a oollMUoa ot aaUero of 

oM oorl or .... tiler. !be Preo. .,., tlll ho. co at •u.,o ~aUre~ 4U­

foront~. 'but their cot tlllac• prot\7 ... u la ollepo 8114 tlll IYU1III oo.­

fereaco at \he 1111 ro"t'Mlo4 \bet tlll vott oatlot1o4 ... .,.0 .. ,...,\7 - ·""'· 

1 !lle Preo. 1D4laato4 that Wo wu colJOC to 'M a 411'\7 fieb'· 

1 !lle 2lot ........ relaUw~ -.. 'boa- the ... ..-tor nat-.or 

1\ ..., _ _. 110\ ott tile ....... We 1a - -· .uJ aetoe, ... IIPe 

1Dtoraopted .. ,..,., hGa the o. ..... w11o are wlrilll a l ot ot people 1a 

the u.s. to ..... llnere t o Uw>lr c • .,.,_ Uld.JOC their 4o ""' repeal 

tile-~·· 
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TREASURY DEPARTMENT 73 
INTER OF'FIClE CO MMUN ICATION 

DATI< no-ber 1, 1939 

~ torelp nchnp ll&litet wu .,...,. quiet whh ~e TOlaa ot eterll~~e v ... -
eotlou 1arpr tbaa ;reater«aT'e -.no....... ~ op.,.lJII '1!'0'-Uoa 1a ._ Ton ,.. 
J .<J0-1/2, u oo-e4 with 1ut Dicht 1 e oloaa ot 3 .111-11'~· After tl» opeDi~~e, 
... q llUle btereat wu ahow 1a at erl11141 u4 the rate clrltte4 4#wD to 3.89. 
Sbortl;r before aooa , 1\ •~e4 upward. \o 3· «9-J/11. !'he o..ar.aq. !ra.at Colll>MT 
racel~ lutnaotlou tro• abroe4 \o purchue U OO,OOO u4, u t l» .... at waa 
nq t hla, it 80Ye4 catl01Ull7 1D tlaltlllhc thla or4er, '!be IaUoMl Clt;T ,_ 
raporte4 t hat it ha4 ao• a..U ordera \o .. u at erlliiC at beat at tl» oloee . Du­
lac the ethreooa tl» rate i11p.,.~e4 \o 3·90 u4 o1oae4 ..... 

Sale• ot apot aterliJII b7 the tolll' raporUac bazllco \otale4 ~7,000, f.,.• 
the tollowlac aourcea1 

By oo ... rc1al oonceru. •••• ••••••••••••••••• •••••••• • • ••• , 209,000 
B;y torelp bazllco (Jar :laat, South .berloa u4 ...,_pe) .. '::'-~;a.l 

Tot al • • • •••• 

Pv.rchuea of apct ater liac -..te4 to 1,502,000, aa h41oate4 belowa 

Jy co ... rclal ooncerna •• • •••• •••••••••••••••..••••••.• • • , 228,000 
:87 torelp bazllco (...._.,e aa4 Jar S..t), •••••••••••••••• ,, ~,000 

lfotal • ••.• • ··" .ooo 
!he 41acout for at ,erlllljl tor oae 80ath realae4 umhoai'ICl at 2-1/~ per 

poWI4 but t or thr" 80Dtha lt wl4aae4 \o 6-1/21 per poli.Dil. 

Cot\oa b l lla \otallac 1.61;000 were ool4 to the Brl Uah Cont...l at • 
ottlolal rat e of 11,02 b7 the tollowiJic r eportiac baaltal 

o;6. 000 b7 the Ouraa~ !ra.at Co. 
::'...,,.!!.L~ b7 the laUoaal Cl t7 ,_ 

!etal 

~ Caullllalt. 4ellar ,.. at.,.ag to41;- am oloae4 at 12-1/'i!fo 41aoout. 

'l'he other hportaat aarr .... olea o1oae4 • tollewu 

rre.ch traaoa 
OQ114ere 
lhrlae tra.oe 
hl-
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Yo pv.rcbaae4 turollowi~~C _... .. ot colA !roa iU ........ lce4 aocou.h ot •too 
'ballke 1D.Uoate4t 

000 !ro• .U le.Url..U Ia* 
! roa \too llaUeql lui< et hlclu 
!'o\&1 

!b. J'e4eral ll<oe- leU et ..., York ropor\et \o ue tbo !ollowbc ahip86&h 

ot col4t 

. 2 ,089, 000 troa Soll\h Uriea, ehlppe4 b7 \he Sou\h Uricu ll<oe..-- Baal< , oeuipe4 
\o tbo J'o4aral Reoorn Jult o! I • York, \o be earaerb4 tor ttoo aooouat 
ot \he letborlaade 1-. 

1,823,000 tro• \he letberlaade, ehlppe4 b7 \too lietherlaade :Suit, coui pet to tbo 
J'e4eral 11<1"""'" :Suit ot llw York, \o 'be ear.._ke4 tor tile accouat o! 
tbe lletberlaada :Suit, 

S,OOO troD Cez>a4a, ohlppe4 'b7 tbe CeneA!e• :Suit of eo-reo, Montreal, eoulpe4 
to tbe C.U...Uan :Suit ot eo-reo, lw York, for eale \o the tJ, S, Aeeq 

r.-x=~=~ otflee at lew 1'4rk. 
fJ,§20,ooo !btal 

!be tJ. s. equhalente o! Lood.on epot aa4 !orvar4 ellnr w .re 41.3!¥ aa4 41.0,1. 
roepectlTeq, l!aDd.y all4 u.raan•e pri ce tor t orei p elln r vae 11llC!w>;:e4 at 34-3/~. 
Tho 'rl'ee.lllr')'1 1 price vae aleo nncb ••t;e4 at Y51· 

In low York , vo """'" two purehoeeo of e1lnr totalinc 150,000 ouaeee , W>4er 
the SUn r Purohoee Act. 

In t~ with 110 bT tel epboDo thlo afternoon, Mr. IDDioo etate4 tbet tbo I 
Reicbobult ba4 pa14 out .800,000 froa ito accouat v ltb tbe J'e4eral ll<ooorn lult 
\o tbo IaUoql Cit7 :Suit, Xaoka ba4 t alke4 with the laU~ Clt,. , but the 
latter ea14 tbore vae DOthlJIC elpltlcant 1Jl thlo trauacUon. Moot of the \o\&1 
vae bel~~C pa14 out \o Yarlouo local baalto. Oa llo ... aber JO, tba J'e4eral Reoll'ft 
l!ank, wo4er telesr~~;~hlc 1DOtNOUou tro• the Reicbob&Dk, ae4e a p-Dt ot 
$700,000 \o tbo Oer1oan Conoulate 0.110r&l 1n ..., York, 
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Dec011ber 1, 1539 

To: Tho Secretar7 

1Jr. Jie.nea 

1hon you are telking to the Preoldont about tho Randolph Foul 

llleCOrMII.un I think 1\ who that 7ou have btforo you t he attached 

l:ltiiOrandW> which obon that thoro ••• ootb.lnc new I n the eo-ul.led 

'Poul Plan. • .Ul of t he 46 wa;utlono c.a6e by hla han been 

conett'.ntly b@t'ore the Treasur)' tor ID&Jl1 ye&rR paat. A.a you trill note 

by Blouah' a me~r~dun, the probl~• ~htch hav• not been considered 

actively the pao t 18 months are r elatively unimportant. 

---;-~ 

75 

Regraded Unclassified



TREASURY DEPARTMENT 7S 

INTER OFFICE COMMUNICATION 

DATa DeciiDber 1, 1939· 

TO )(r. Hanel 

•~toM llr. l!lo~ 

'lho •o:ooranda of lb-. llan4olph Paul which were ouba1tte4 to tho !'roa01117 

nepert10ent contal.ll 31 polz>h inolrlnt; pouiblo tax chaDt;eo vb.J.ch voul4 

1nereaee revenuee. 15 polnta 1n~l~1A6 cbangea vhich would decrease reYenue, 
and a pl an tor an exceoa profi to tax. The following ouggeatione appearing 

i ,n the memoranda han not been under active conlidoration by the TreuUl')" 

nepartment durl..o& t he l&Ot eighteen montbo: 

I. The probleaa i nYOlTed in the follovln6 recomend&Uona appear 

not to have been conaidered at least in recent zeart; 

1. Clarity tbo law to make taxable any exceas or the 
principal ouu of inouranco installment• above the 
principal oum ot the li!e i.nour8llco policy llt tho 
time of tho i c oured 1 a doatb. 

2 • .Authorize the court. and the l3oar4 of '!'ax Appealo to 
relax the rule or reo judicata in meritorious tax 
cue a. 

II. Yith reSllOCt 
been active 
proposed by 

tho followine ite=o. the problem baa 
conaldered in recent month• but the aolution 

• not been eonaldered: 

1. Impoae inoome taxea on otoclc 41vi4onda heretofore 
considered to be nontaxable. 

2. lote.bllob a concluoiYO presumption thet gitte ude 
after the decedent reacheo oixey yoaro of age are 
made in contemplation of death. 

3. (a) Bl1•1aoto tbe t ax on lntereorpora te dividendo 
where otock ownerohip gl veo no control. 

(b) Stiffe~ the t ax on intercorporate dividando in 
case• of 1ne~cuaablY complicated corporate 
etructuree. 

4. llo plan for an exceoo prot 1 to tax h&l been prepare4 
1o ouch detail aa tb&t preoentod by lb-. Paul, altbougjl 

the ganeral problem he& boon eonoidored. 
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1. n1alaou the 4KI>cUoa tor 1101l'llulao11 oo.n.l.Q­
lollll or r11\rlc\ th .. to a tlzo4 poroea\acl of 
\he tlilpiFir'l lllt lacoao. or t root th• u 011pltal 

lo••••· 
2. Llalt tllo alloWACO tor tho clodDotloa ot latoro1t 

Oil aoalataro1t bo~ to $5()0. 

J. Lialt tllo allowaaco tor \he dodDotloa ot 1101l'llulao11 
b&cl dobto to $1,000 1a the cue of oacb debtor. 

II. Lialt tlle allowaace tor the dodDotloll of taxe1 oa 
ll01l'llulao11 properQ- to tu .. Oil allall boao1. 

5· Allow a cloclllctloa of porhapo $100 a :yoor tor Mdlcal 
or dolltal oxpouoo. 

6. LlaU tho dectuctloll for P-"t• bT tho ompl07111 to 
plllolOil truotl t o perhap1 .5.000 tor &ll1 Olll aoplo7oe. 

1· Llal\ ...opt ~lcllag ancl loan aoooclat10ill to thooo 
ot a I*DD!ao oooporatlTO choractor prlaar1l7 r1latecl 
to tlaoaolac hcae owaorohl.p. 

S. !ax aoaroolclact &llano anc1 torelp corporatloao upon 
laooao fro• _,coo w1 thin tho 11111 ted Statoo 1a .,.ah 
a - thet there 1o ao d11orl.alaotloa 1a tholr ta...,r. 

9· Pro'rido thet all ta: nita aacl proo11~ ollal1 bo 
bro•t ec&la•t the Uaitocl 1\atoo, ollalaotlac tllo 
~ arUtlclal dlo\lacUoa be- .. uo laTOlTiDc 
the 'Oilltocl 1\atoo, the Co-.looloiMr aacl tllo Colloe\or. 
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To 1 Tho Secrotar7 

rroa1 Mr. len•• 

I have aokt4 Bo7 Bloush to comploto the ootla&too on tho Paul 

tu plan ao quickl7 as pood ble, gottln& tha to )'OU 'b7 llouda7 uoou, 

1f pooel'blt, Tou wi ll uuderatan4, of eourao, t hat work on oneral 

o~tlonal plano for ra1o1ug $500 allllou hat naco oaar117 'beoa 4o~o4 

OD &CCOUDt of tbo work OD tho Paul plan. Bo.....,or, I ban i:loti'UCt.-1. 

tbu to proceed w1 tb tho optional plaao ao n p1417 ao pooo1 blo after 

tho Paul plaa 1o out o r the •&7· 
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fEDERAL DEPOSIT INSURANCE COI!PoAATIOfl 
WASHINGTON 

Lt:O T . C lltOWLCT 
c .. .., . .. _.. ... 

:.ly dear llr. Secretary: 

Docember 1 , 1939. 

This ~orning the Late edtt.ton ot the r-:ew 
York T1=ea curled a story to the e ffect tl.Dt I """ 
to beco~e aaaoc leted With tbe Standard Cae and tlec· 
trlc Cocpcny . ?or your lnto=at1on ! nnt to ae,y 
th t I have been recently ap~roeched oo the =-~ter, 
but have not :ado a decision nor lcdtcate4 ~tat cy 
declaloc ~lght be . Furthe~oro , berort I YOuld r.eke 
e decision I ~ost certainly •ould dtecusa the matter . 

You may be sure th3t ! Will do notbln~ 
t h't •111 not be to the boat 1nter est o o r the Fodoral 
Oepoatt Insurance Corporati on. At tlto p1•oaen t. time 
the Corpcrntloo 1s confrootod m th corroctlng the 
situot l on •xia ting In three or four s l zeohlo lnat1tu­
tions , end it. ''"Oul~ be my purpose in any ovont. t o 
ftt.tcnd to those matters . 

Tho Bonoreblo 
Tho Socr otary or t he Treasury 

Wasb1ng t on , D. C. 

c: 

• • 
= 
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'101 Secretar7 llarpatlau 

PllCib Mr. Dattiel4 

I'!J!"' 

Colwbl• P1ctvee, '-1JIC ..s. • ..n.. at u. 

productim of ~ at tbe 1laNaU of ~. baft ...n4 

plll"'d.eaiCD \o aloe a .U.s allot of ,..,.. 1n Tt1flr ott1oa 

att.r Cabinet t<ldq. 

I baft iJ:IUcated t!lat ,..,.. :probablT WOill4 DOt haft 

t:t.., but I &leo ~ \o let,..,.. '*':l.doa JOIIIZ'IMIU• 
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Herbert E. 
GnGton: 

l! . V. .Jr: 

G: 

H .~ . Jr : 

G: 

H.II .Jr: 

0 : 

H. M.Jr: 

G: 

H. K.Jr: 

G: 

H. I!.Jr: 

G: 

R.!I. J r: 

G: 

H.M.Jr: 

0 : 

December 1, 1939. 
5:32 p.e. 

He didn ' t know - doean•t know what his people have 
done on this thing, it seems inoonceiTable to him that 
they would have ruled that way and if Justice baa the 
contrary view but at anyrate if they're still in the 
building be will get them in and in any event be will 
call me back and let me know what to do. I explained 
to him that the thing seemed to be in bia lap eo tar 
as the matter ot hired policy vae concerned that we 
and Justice were olear that the l aw required us to 
atop the sale . 

Huh-huh, I think that you ought to order out a patrol 
tomorrow and see whether they still are - vbat are 
territorial waterst 

Depends on - nobody knows - t hree ailea sometimes and 
twelve miles other times. For general purposes i t's 
three miles, tor alcohol smuggling we got away with 
twel ve miles. 

Well have it eo that if we did want to send out we 
could, aee. 

Huhhuh. 

In the meantime -

Don ' t you think I'd better have those people up in 
Boston it t hose other two vessels are t her e -

Hol d t hem. 

Use some means to hold them. 

llow another thing. 

Yea. 

I van t you to call up Frank Murphy. 

Yea. 

et 

And tell him about it, tell him that- Just What happened 
and I ' d like to bave him advise me personally, on this. 

Yes. 

I mean personally that he should know about this. 

Yea, Yea. 
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H.K.Jr: 

G: 

G: 

H.H. Jr: 

G: 

H.M.Jr : 

G: 

G: 

H. M.Jr: 

G: 

H. M.Jr: 

G: 

H.M.Jr: 

G: 

R. M.Jr: 

G: 

H. M.Jr: 

(}: 

H.M.Jr: 

G: 

- 2 -

And that we u:r &DJ t1H toni ght ult tor a tonu.l 
opinion. 

Tee I r·· And ..,. •:r eo•• t11118 tonight aelt tor a 
toM~& opinion. 

Yee, well in taot ve'd like one. 

fhat • e right. And do :rou vant hlm to oall :rouf 

Xo, :rou and Cairns handle it. 

Yea. 

Thla i a Coast Guard ian•t it' 

Yea. 

You and Cairn a handle it but :rou get hold ot 
th1ngmabob, -

Yes. 

The Attorne:r General. 

You .bet . 

And Cairns, has he kept role:r poatedf 

Yea. Yea , t hat vaa -

I'd get hold ot the Attorne:r General, lacking, if he'• 
lett t own get hold o t Bob Jaolteon. 

Y ... 

And tell h1a that toni ght va vant an opinion. 

All right. All right , I'll do that. 

82 

lfov thla u, and I et1ll ea:r Herbert that tram Wednead&:r 
till Frida:r ia a long time. 

Yea, Yea. 

'!bu 1 d better keep nr:r oaretul recorda of thle, ••:r -

Tee, I'•• dlotated the whole thing to :rou and I'n g1wn 
1netruotione to Cueto•• a• vell aa to Coast Guard on 1t. 
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H. !o! .Jl': 

G: 

H.M,Jr: 

G: 

G: 

H .~~ . Jr : 

G: 

83 
- 3-

And I'd be interested to know Whether Berle passed on 
th1e legaUy. 

Yee, yes. 

Somebody must have passed on t he sale. 

Yea , well, I think he d1d h1mselt . I think he did 
h1mselt but he won ' t admi t it. 

And - well I'd get hold ot the Attorne:r General and 
tell h1m we'd 11ke to have him advise us. 

Yes , I 1 1 1 do that. 

Good work Herbert , keep r1ght at 1t. 

Right , r1ght. 
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Farley: 

B,II,Jrt 

F: 

B.K.Jr: 

F: 

B.II.Jr: 

F: 

B.U.Jr: 

F: 

B.JJ.Jr: 

F: 

B.II.Jr: 

F: 

B,V. Jr: 

F: 

R.U.Jr: 

F: 

B. II.Jr: 

Dec•ber 1 , 1939. 
6:66 P.M. 

•••• •• taxes bi& and little. 

(Very hea.rty laughter) Johnny Banea 1a sitting 
here w1 th me and I was calling him up for both 
of ua; he 1 a kind of on the hot spot. 

Yeah, about going to Texas? 

Yes. 

Be ought to go . 

Well tbat•s all I want to know. 

Yeah - really. 

What? 

I 'm - I'm serious about that , I was going to call 
about that too - I baTe a memor - a wire. I really 
would like to see bim go to Texas. I say that 
sincerely. 

Well can you assure bim that this meeting in Dall as 
won ' t be turned into a meeting to •••••• 

To boost Garner? 

Yes . 

Mo, I think that ' s allrigbt anyway. 

What? 

I think thats fine . 

You think tbats tunny or fine? 

Both. 

(Hearty laughter on both sides) 

Johnny doesn't think ita t•~ funny. 

(Hearty laughter again on both aidea) 
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H. U. Jrt 

F: 

H. M.Jr: 

F : 

R,U,Jr: 

F: 

H.J&.Jr: 

F: 

H. M. Jrt 

F: 

R. t.t . Jr: 

F: 

H. ll. Jr : 

F: 

H.!.I.Jr: 

F: 

F: 

H. ll,Jr: 

- 2 -

Tell hi.a not to worry about it. 

What? 

85 

Tell him not to worry about it but tell him· to go -
I •m kidding - I•m not kidding about the go1n1n.l but 
tell h1a not to be worried about the Garner - tell 
him not to be worried about making the Garner d.inner -

.we'll make the dinner here in Washington - a McNutt 
dinner - so what the hell difference does i t make . 

(Hearty l aughter) ! Well listen - when are you goi ng 
to give a dinner to float Farley. 

Well Farley ian ' t floating . 

Oh he's not f loating , 

Be' s not floating, 

He ' s not sinking is he? 

Be' s not thinking and he nenr did t hink. Maybe that 
was his trouble. I f he did more thinking he'd be 
better off. 

No I sai d sink - sink. 

I get you. 

Sink - sink. 

O. K. 

With an S 11\te • ••••• 

I Just said think- I didn't know you said sink. 

No - no. 

O. K. everything i s under control. Ickes said he ' d 
join the anti-llcNutt club. They ' r e givi ng a lot of 
numbers around town. 

(Hearty laughter on both aides) 

I t hink ita very fUnny . 

I think Harold better Join the anti-Siss i e Patterson 
club. 
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Yes - its more serious - Siaaie has run after hia -
ita more serious than he thinks about Sissie, you 
lmow. . 

Well I think Sissie has got him right over her knee. 

Quite definitely, oh yes. 

\'/hat? 

Right over the barrel, 

Don•t you think so? 

Oh yes, sure. And I bumped into our friend Arthur 
Krock to~day and he tells me he's going to write a 
letter to the Times going after them because he said 
that he that he meant - when he was in that controversy 
with Hopkins - about wha t - well as a matter of fact 
Hopkins did make that statement in the presence of 
Morton Schwartz and three or four other fellows and 
Max Gardner up at the race track, you see, and then 
he denied i t after, you see? 

Yes. 

And Arthur told me that he ran into Ickes 
time it happened and Ickes said, •Well i t 
me as if you have Hopkins b.Y the 

Yes. 

about the 
looks to 

, see? 

And then later on he kind of changes his tune in the 
book so Arthur i s going to write a letter t o the 
Times, be told me and- that ' s confidential- and 
let her call Ickes attention to the fact that he 
thought that Arthur was right at the time. 

I see. 

So there you are - got to be careful of what you say 
and what you write, brother. 

(Laughs) 

Let Banes go to Texas and Farley will go to - ah -
take care of the llcNutt dinner here in Washington. 
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F: 

-.-
l'arle)' soea to Benen. 

l'arl8)' soea to BeaTeDJ Bane• soea to texas . 
tell JobDD)' ita all right. 

Well h• ' • sitting right hereJ I ' ll tell hia. 

Allright set another Poet Ott1ce 1D Dutcheaa 
Count)' and don't sin SD)'thinS to odda. 

O.K. 

Thank )'OU Ter)' ~mch. 

Good b)' e. 

Goo b)' e. 

BT 
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Pr!ttntl 

JI! • .Trl lrell T 

Mr. 1F):Q'•I lrell, 81r , I aa &1'2'&14 tbel'e baa 
b .. n ao .. 4i ao far. I oert&1nlJ' waa a 11tUe 
opt1&1at1o th&t .. would set GoYe~nt &ot1on qu1oker, 
And the repl7 to our f1rat reoo-nd&t1on waa th&t 1t 
•e 111Pl'&ot1oal t o do U tbat weekend and t bat the7 
would oable ua ~&1a c!ur1llg the .. ek. Then the7 
at arted oa bllng on the detail of the WOJ'k1ngout of 
th1a thing and the7 ban been oabllng ua enr a1110e, 
ao tbat 1t a ppeara froa the t1M .. lett the other 
dde the7 ban not blrorked out &ft7 aaoh1ne~ prort41ns 
u a with a nat1111 order &114 .. ban bad to g1n thea 
a good deal of the working on th1e e14e. And ~n, 
a cable .. got 4&7 before 7"ter4&7, ~&1a there 11 
10 •oh Of the d&taJ..l. atlll 1a d1IOUII10Do tb&7 aaid 
1t would not be poaa111l.e onr thh -ken4 to .U:e a 
nat1llg order, ao I ant a oable t o the GoTernor 7'1-
terd&7J tol.d h1a I waa -ag up to ne 7ou and -ld 
111te word wb&a tb&7 thollght the7 would be N&d7 aad I 
got a oable th1a 110rn1ng 1&71ng the7 are ... 41111 & cable 
oft1o1&11J' throQcb th& ll:l1ba .. 7, w1 th 4et&1la, wtlloh oal7 
arr1Yed aa" lett the bbul7 to ooa down bel'e and I 
baTe not aeen tb& oontenta • 

.!ll.h'1 X..t • 1&7 th1a, 1f 7011 don't a1n4 rq 
M:f111g '!'f;-
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q,.Trt I tb1Dk n hae b11n a aot~t untort-te 
dll->' for 7011• You eaw the papere t~ and the 
papere 7t1ter«&1, and the longer 7011 del->', Will I 
think the ._.. the publ1ol1i7 b go1~ to ~· and the 
110r1 people are go1.ng to bla• 7011r Ocwemaent tor the 
taot that our aarket doee not aot better, 

Ill'. •twa: x ... 
JDL.,Z::rt ~oh, of oour .. , 1e a1ll7• ~n 

tb1nga '!ii'ij1"i go Will, eftrJb~ l1ltt1 to look tor a 
goat. And lt •• all 11Ubd and oould han been 
done when 7011 aald l1i WOIIl.d. low tod&J there are 
all 11:1nde of new t&llt and Jllr. Duffllld tella • that 
•all Street 11 tul.l of ruaore and tod&J' a paper a&J• 
7011 are eelllng a allllon lh&rll a d&J, and all that 
aort of thing. 

Jlr, S:...,.,•: •• are Juat ae d1aappo1nted with 
t he dala7 an48 feel, too, that the r1gbt thing to 
do wae oYer the weekend and probabl7 would haTe had 
Ter7 l1ttle ~nt&rJ effeot on the market, but 1n 
faot there .uat haTe been a ellght falling ott troa 
the t1ae 1 t took to get the aotual ftltlng MOhanloe 
of 1t ao the eeourlt1ee would be aT&llable to ua for 
aale. '!'bat will take a daJ or two, 7ou eee. 

BXti!!: But ITill lf 7011 dld take tUle, lt dOll 
not aea t 7011 haYe t o eell. 

Jlr. WtgN•: Jo. 

!Ill .Jr: But 7ou 1~17 are 1n t he podtlon that 
7011 oan~ 

1r n~ ~hat' a the thlng. And I think the 
0oTernMnt !a Of l1i 0 beoau11 at the t1M WI aadl 
reoollllend&t1ona, ealee were go1~ on n1oel7 with pr1Tate 
1nd1T1duala d about a ·rate whloh would be aat1efaotorr 
t or ua, but, aa " told thea, we oan' t e1t bl.olt aDd de­
pend on the .. pr1Yate ealee alW&JI ltaep1ng along that 
a&M lenl. ~7 llllgbt tall ott and the people eold 
what the7 thought tbe7 wanted to eell; a great dial 
1n the flxed 1ntereet be&J'lng .. our1 tie a, that tbe7 
a1ght not eell on their on 1n1t1at1ft, but on the OoY­
ernaent 1 • · ~n, of oouree, the7 would han to aell. 

es 
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~~~~ l aa going to aek JOU a queetion. You 
don't hiii"'"l'o anenr. But it wae h1IIted to ae tbat 
eoMbodJ on thh 11de oonneoted w1 th ~ Gonrnaent 
a4rt .. d JOU or JOUr Gonl'IIIMnt to do thh at thie Uae 
and l wondered it it wae oorreot. 

Mr. n~ Jot to 87 knowledge, Sir; 
baYe neYer t. 

no. we 

Mr. Gifford: Jo. 

p,Jr: l Juet wanted to know 1n order to get the 
pioture. 

Mr .lfi~a: Another thing we bad to4&7 , tor the 
firet UM,re bae been a eh1paent or gold troll Can­
ada down here. 

l explaJ.ned to Ool. GreenleT • •• • 

Mr. P1nl!nt: l told Mr. lfigbam. 

Hr. lfigham: 'fe bad not heard about that and that 
•• not Mde on aooount of our not hartng enough ealea 
going, but tor eo11111 reaeon we don't know. 

:10 

Jiii,Jr: I explained to Jlr, Pineent that I 41d not 
think il"Wii, but 1t a· pereon wanted to take an unfriendly 
interpretation, h e oould gin that. len' t that what l 
B&id! 

Mr. Pineent: Yu, e1r • 

.!!!lo.!!!!:: And the whole thing - - after all, it a 
pereon wae UnfriendlT or looking tor trouble or wanting 
t o ooiiJ)lain, a tranaaotioc like that would be nr,. 1&17 
to uee. You eee! 

Bll.ol'r: And I •1t!Pl7 told Ool. Greenley an4 llr. 
Pineent-;-;;liin tl» y were in the other 4&7, that 1 t "eae 
to u 1t ought to be po11ible tor the Brit11h GonrnMnt, 
through the Bri t1eh 'freaWl'J or throup eoJH plaoe or 
other, to keep the people 1ntoraed here that when there 
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ie a tranaaotion in•ol•ing onr t1oo,ooo,ooo o..r a 
... ekend that at leaat eo•boq in the United Stat .. 
!'realll11'7, not alone their OW!l 11nano1al At tao be, be 
1nforud of 1t in ad'f'&ftoe and I aa ~ng tbe -
thing again. I think it1 e rather ludioroua tbet a 
thing like that oan happen and llr. Pin .. nt do .. not 
k.now about it and nobod)" in the 'l'rea11111'7 knowa about 
i t and nobodY in the Federal Reaer.e Bank. But oer­
tainl7 thia tre•ndoua tranaeotion taltaa place and we 
take a big gaap and wa are handed t so,ooo,ooo gold 
and we are told no .. our1 tie a are go~ to be taken 
over but we bought that. I oan underatand; I tell 
J118elf, JOU people are at war; thinge are difficult: 
you have a lot of d1ff1oult1 .. , and I aa bringing theae 
mattera to your attention with the hope that in the not 
too dhtant U• those thing• ahould be ooordiutad, 
whether the 80ne7 ie to o~er aal .. of dollar• or pur­
ohaeu or whate•ar it ia. Aa large a tranaaotion u 
that I think Pi.neent ought t o know in ad'f'&ftoe eo that 
he oan ooae dOW!l and 8&7, ••ow , llr. Jlorgenth&u, thie 
1e going to take plaoe. non' t han heart failure or 
&n7th1ng like that, but we are going to han a turn­
over of how moh aone7t 

91 

!Cr. Cochrant t12o ,ooo,ooo paid out and tso,ooo,ooo 
oamein. 

!pi.Jrt · !ranaaoUone i nvol•ing t l?O,OOO,OOO, whioh, 
in thia oount17, ie etill a lot of aone7. I don't know 
how 7ou people feel o1'8r there. 

ft• lri~t lrhat the7 t old ue, tbeJ were aat1e­
f1ed w1 tbira e of aa1 .. 1 did not aeea to be tbe 
burr7 wa "e•d to put on it. !hen theJ atarted r.tt1ng 
down to detaila and it hae been Juet a week of oab e, 
oable, oable, 'baok and forth, on the title a and what 
theJ oabled on !hured.aJ', I think it wae, that the7 could 
not take thi"fa ~er thie weekend an:rwa7, eo I oabled 
J8eterdaJ if oould get &nJ aore definite newa on what 
the7 were going to do, and that oable arrived Juat the 
ao•nt wa lett the Ea1Nu17 to oo• down bere, and if 
there ie &nJthing 1n it we ehall pbone JOUo 

Hll~<ll't !he other thing, I wae n!'T oaref'lll to 
tell Mr-:-l'Iiieent, where I aada the etate•nt the laet 
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ti11e you were here, I could auure you no publ1oitJ. 
I have to withdraw that etatement beoauee 10u people 
will have to eee Mr. Frank of the SEC, beoauae I can't, 
until you eatiaf1 yourselves and eatiety hia ae to 
what t hey will or will not eay, I oan1 t , I have to 
withdraw that guarantee. I a.m eorrJ, until JOU clear 
it up with llr. Frank what he will or won ' t do. 

Mr. Wif,;;r: We are going to eee lfr, Frank at 
a quarter to ~ve and will diaouea that with hill. 

you? 
!.Jr: Are JOU taking an1 Treasury people with 

1 f you people going OYer? 

lfr. Stewart: We thought perhape better not; to 
let them have conversation• and let us get the reeulte 
of it from llr. Frank or from thea, but ae you eay. 

I!I(,Jr: Has lfr. Frank invited )'out 

Mr. Stewart: We have not been invitedt 

llr. Cochran: No, I auggeeted to Mr. Purvie 
tP&t he make the appointment. We have not oomcunioated 
with or heard from llr. Frank. 

Ill( Jr: I Just want to withdraw that pledge of 
mine un~1ou people tell me JOU are satisfied, that 
SEC will not make any statements , but what 1 a out in the 
paper now there 111 not much lett to 8&1• The)' han 

~2 

a million aharea a da7 and pretty nearl)' everJth1ng else. 

Mr . RMte: One million dol1are. 

llr. WighAII! 8ne ailliOn dollars, 

HK Jr: One million dollare. But I want you to 
ent1re11 ;at1ef1 10ureelvee that once JOU take title to 
these eeourit1es, what will be the attitude of the SEC. 
Aa I told 7ou, ay word et1ll holda true, that I won't 
releaae any f1guree that have to do with your bueineae 
without first l*tt1ng JOur permiseion. I han not 
changed on that and won't, 

lfr~ha.lll: Well, we will han to d1eouee it 
with lfr. • 

• 
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p . .r .. , tiahtl 

that hh tl'«tble he I.e I lllder-
~. o wbat -· 1D the ~l'e 7 .. t~ o 
U •• in the 11m 7 .. terda7, a repet1Uoe of wllat be 
bad told u, that the7 ~4 reeht flae1:ber 1Df-Uon 
beoauee &11TR7 wtlat tbe7 &» set h not oCIIQ)lde &114 b7 
Qle UM the7 get u &114 &leo wbat b7 ,., thl'clu&b the 
h4el'al Reeel'ft, the two of thea tocetber h aboat two 
aonth• ol&. 

p . .rr, You oan quote M ae a.7ing that tbe fl'eae­
'G'7 w1rno1i g1n out &117 iDfor•tlon about wbat the 
Bl'i Ueh Gon~11t doe a about .. uing eeour1 Uee w1 thout 
t1ret gett111g the approw.l ot tbe BriUeb Go· ... l'Daent. 

Ill'. 1J1,....., y .... u-. 
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IIML~l'l I u 110t going to 
Un'• liili about three aonthe. 
th1ngt 

ohange 1 the 'fl'neul'7 bull• 
Johlln1e, 7011 got eoH-

Ill'. Ban!ll lo, 

p,.rr1 WaUert 

llr• 8t!JV! 1 lo, ail'. •• 
~ V*•l we r~gNt tbe 4ela7 Juet u IIIIO.JV7ou 

do oTer re; aore eo. 

IDILJJ'l It'. 70Ul' ox. 
I aa Juit""i""b7etandel'o 

You are being c0N4 an4 

~IIC 0D 70111' a:1J14f 

we will let 7011 boor in 

Mr. nf."'' ... wtat' • 1n that oable, beoau" I 
&»n' t ltnow 7e • 
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~~ Alwa;re glad to eee ;rou • 

• • • 
Mr. P1naent eta;red behind and lett w.t th the 

Seoretar:r the attached oop;r of a oo..unioat1on handed 

S4 

to lfr. Wellee b;r the Br1t1ah Aaban&do:r on Boveaber 30th. 

!be Seoretar7 read the Maoranl!ua and ea1d: 

~e Pree1dent 111 ent1rel7 faallJ.ar and what I 
told JOU people 11 Juet what the Prea1dent wanh and 
I think the Pree1dent 11 eort ot waiting for JOU people. 

Mr. Pinaentt !be Allbaeeador ltnew that and the 
queet1on or eeelng the President ... Juet touched ~n. 
It ne not put on paper. 

~; ~~ 1e the reeult ot our meeting with 
Punie, 7ou eee. 

lfr. P1neent: Yea, air. 

Rll Jr: Aa a reiiUlt ot that, th1e wae drawn up 
and JOU~elador, Lord Lothian, gan 1t to llr. Well18. 

!Cr. P1n~ent : And I think the rr.noh Alllbaaaador 
•• going to the ..... 

~: Aa a rell\llt ot thet Met1~ here. 
11 the ~ W&7 to do it. 

~. 

I oan 8&7 thie to JOU• Wh7 lfr. ·!lullUt inter-
Jected hiaeelt , I don' t ltnow but l: han nenr been 
olo1er or taken wa:re to be o!oeer to the Preeident on 
anything than I haYe on th11 and I know Ju•t where he 
atandlt and I praot1oall7 eltetohed JOU the auggeet1on 
whioh the Preeident haa ueed onoe before tor the French 
on this al11111nua bue1neu. 

Mr. Pineent: Yee; the rrenoh told ue. 

JIX • .Jr: ~17 ueed 1 t . But allo JOU llight pa.ee 
thie al'Oiig'to the l'renoh that Captain Col11ne told • 

Regraded Unclassified



tbat tbe7 are all re-.47 on thb al11111ma to do •­
thing and tbe7 oan' t t1nd the J'renohan to whoa the7 
are euppoeed to talk. !here 1e eoM rrenolman who 

ss 

1e euppoeed to be here who wants thh alWI1nua aJII!ht:be7 
oan' t f1nd the P'renolman and, eeoon4, the7 oan' t tell 
whether 1t'. for the rrenoh Gonrnaent or pr1nte 1D­
duetrJe 

I w1U oall. up CoU1na. I u doing th1e to · 
be helpful. You pa .. tbet on to Lero7-Beau11eu. !he7 
ueed th1e 11t-~ wh1oh I reoom~en4ed an4 then the7 oanlt 
do 1t. 

(Placed a oal.l for Capt. Col Une. ) 

ff· P~nt: We were aetounded at al.l th1e, about 
the bueli .. ea Parle. D1d not know whether we were 
atand1ng on our he&de or our heele. 

IIII,Jr: If it were not eo eer1oue 1t would be fulul7, 

(At th1e point, HM,Jr epOke to Capt. Coll1ne on 
the phone and the latter ea1d the naae of the P'renohaan 
w.e Col. llar1o and Coll1ne doee not know 1t he 1a enn 
1n tb1a oountr,. 

'l'h1e 18 another thing that oue through the Aaer­
loan J:aba••7• Col. llar1o wee euppoeed to -.nt th1a etutt , 
but the) han been unable to t1nd out who Col. llar1o h 
and the7 et1l.l don't know whether 1t 1 e P'rlnoh 1nduetr7 or 
t he J'renoh Gonlrnae nt and the Prenob Aabaeeador bu not 
bee.n able to produoe the -.n to do the talking. 

Jrr. Pln•ent: It doee not lo'* lUte I oould do 1117 
good. 

Jll.....ltl !he J'renoh Eabaee7 knon about 1t, but the7 
are ha·•'Iiiifbe1r troubl ... 

lr· P1n~tnt: I elQ)Iot we ehall hear toda7• 

oOo-oOo 
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G ··'••'14 )l 'be p1s1• 'O••I!de• tgrrter 10· tiM. 

'I'M 111'1 uu 11M PNaob Oo<re..-ah llftft uotuc 

IIJIOil tbe olo•ot ooorcltaeUoa or tho1r ooo._to war 

•••ure.. Por thia purpo• \h07 heft "' 11p o 

or II. J ... IIOIIDe\ 11114 lui'YO appollltwd d AJICl-1"1 11 ell 

Purch11atna 1108rcl 1n the tJa1 ted Bt • tea, or which 

Wr. Arthur B. PUI"Yla wtll be OI!.Ati'IUn om4 11. lllooh-LatM 

Vloo-abatrman. The Bo•rcl wtll ooor41n&to thO aot1Y1t1oo 

ot tho nr1t1eh end Pronoh PurobellllC oomndaalona in tho 

U.1to4 8t11to .. 

'l'llla Board Ilea b- tnotMSotod to ol\11liUa 

a.a4 .. intolll tho olo•ot ooahot wl th the ~r1cUl 

A41lia11trat101l 111 order to ~P Ulo A~atretloa 

1a1'oaull or 1\o puHbutq ~~eth1Uoo, with \be ob,_t 

or no141lla •• -oo•••r7 cUaturlluoe or -to .. 
MOll..;. 

'I'M OoYoruftto of oroot llrttalll OAd v..­

uo •t.d to l•l'll throlllh Ulo :..arlo• Alll .. oaclor lJl 

P•rlo thet tlato Yin to a•J'ocl ll7 the uattw4 sutoo 

Oo<rea nt, wo U.uld tllerotoro llo •bel to 'M aror=4 

oo to U. •tbocl wbo~ tbO 111Utw4 8htoo Oo<re-t 

Mo1roo ooatMt to llo oohllllolled llotwoa Uoolt u4 tbo 
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l ama•r•uan, 
WAIIIIOTOI, D.C. 

December lat, 1939 

Dear Cochran, 

Mr. Whishalll, who returned to Hew York 

this afternoon, wiehed to let the secretary know 

the aubstance or the cable which he receiTed trom 

London thia morning; and alao the outcome or 

his diacuaaion at the s.s. c. 

The cable doaa not contain a decision on 

the question whether the Teatina or securities 

ia to be pr.ocesdad with at once or not . It 

giTes various reasons why, from tbe London point 

or view, there is no reason to press t he matter 

unduly , and asks Mr. \Yhigham once more whether , 

in the light of theaa consideration• end the 

poaition aa he knows it at the United States end, 

he etill recommends immediate Teatins. 

In our diacuaaion at the s.s.c. wr. 
Whi&ham put the position once mora to wr. 

Jerome/ 

H. Werle Cochran, 

United States Treaeur7 , 

waahington, D. c . 
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Jerome Frank as regards the uae or the 

figures regarding the sale of securi t ies which 

we are to communicate to the Secretary. Mr. 

Frank ae1d that he· would prefer that tlle figures 

should n.ot be paeaed on to him by the United 

States Treasury, with an understanding however 

that he could it be wished ask tor them at any 

time and t hat the Secretary could then make 

the condition that they should not be used in 

any way tor purposes of publicity. If this 

position is satisfactory to the Secretary , 

it ie quite satisfactory to us . 

VIe di scussed at some length wi t h the 

officials or the s.x.c. whether it was advisable 

t o roake any attempt to remove some of the mis­

apprebenai one which are current in t he press, 

but concluded that i t would be wiser not to 

at t8111Pt this. 

Your s s incerel y , 

• 
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Doooaber 1, 18~8 

Dr. rol.U IOM1'7 
Ill'. Coobran 

11 a ... 

a.l£1 Wbat 11 Jour p1ouure, Dr. ao.ar.,T 

.Rr.._11 I ba•• beoa .. at, tor the ... 0114 U•, 
on a11 ol'fli!al 111oe1oa hue tor bQ1Dg raw . !Aterialo 
an4 fo04etuffe tor lwitaorlalld. •earlJ 8~ tor o1T1l 
Mo4a , 01117 1~ tor -.r a"de. 

Oil~ oard b ~ o1T11 proto .. 1oe ae a banker, 
but, ae JOil oall it, I aa onl)' a dollar Kn at bo•• 
I wae bog111111Dg to be th11 in lfa7 of thie 70ar tor tho 
.. oond tiM 111 WIT lito &114, therefore, I aa aot blre 

111 WIT q'llal1 t7 ao a banker, but ~ qUalitJ tor the hioo 

GonrnMIIt an4 thOJ aekod - to Oa.tl 111 OOniiOOUOII rlth 
the agroo•at rl th the State Departaeat 1n 11a7, beoauoo 
we were a.k!Dg a lot of opUon oonta.oh rlth different 
1114uotr1al &114 &81'1oultuJ'al people for wheat, OOI'tl, 
J'ioo, et~gar, tobaooo, aut-b1l .. ~l)d thlnge like thie. 

About ~ tor o1T11 no04af about 1~ tor war a .. aa. 

~e propoul a&7 be ohaJI«od a lltUo later on, 
but nro17 the o1T1l JI004a WOilld be cmti'Whe1.111Jt«l7 
•troqer. n 11 aot a quoet1oa of ore41 te, botauoo 
we 11At1lrall7 are PA7111C ouh &114 1t 1a aot a qu .. uon 
ot oarr7 booau .. n are obliged to hire u4 obarter 
., .... 18 l!Gt U b OBl)" thie pr1ao1pal qunuoa we ba•• 

aow -- lhe 1atoat1oa to bu7 aoro and greater quant1t1oe 

aad etore U bore 1a We flaUo4 Stat .. ud " WAt oal7 

to be ae11111'04 that 110 o~oat1011 wbatooonr ob01ll4 
aJ'ieo or, 1t thoro oboald be eo• o~lloaUoa, that 
the7 ehould be ol1aiaatod u eoon ae poeeiblo. !hle 
1a ~~&turallr 1a tba 111tereet of. ogr oOUIItrr, beoauoo 
we ban U aow •'11111aod allollt ea,. of our aalo pop•le­
tioa aad, therefore, " baft to eoo that no 41ft1oa.lt1oe 

or ooapl1oaUone wbato ...... ohoul d aJ'ieo. 

!hie 1o tbo pr1no!p&1 parpoeo of WIT YieU here 
and we are 1atoD41nc to Cllf'I&Jl1ao a porauoat 111 .. 10D 

S9 
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tor tll .. e d1tterent traneaotlone and would be extre•l>' 
1ntereeted to be 1n contaot with the GonrDMnt eo that 
en:r coll))l1oatlone ehould be elillinated ae eoon ae poe­
eible. 

~ol!-1 Dr. lo.ar)', I think I ought to npla1n 
it t o )'ou-iE&t I a• not the right pereon to eee. I 
think that what )'Our Gonrmaent ehould do, through )'OU 

and )'Our Kinieter here •••• 

Dr. 8: Yea. 

BJL.h'; .... I think t h e)' ought to au the State 
Departa~t )'our M1nieter oould either eee t he Preei­
dent or whether the State Department would aek the Preei• 
dent whioh agenc)' or agenoiee ot the GonrnMnt thie 
purohaling 111Mion, whioh )'OU head, ellould contact. 

II£• So!ar;yt Yee. 

!l!l.h': And we are in the prooe11 ot .. tting uP 
a group~ the Preeident wante to receiTe tore1gn 
purohadng agenciee. It 1e not the 'l'reaeur)'. It 1e 
not ... I am not the pereon. I do know that the 
Preeident , Kr. RooeeTel t, want• that, hae eo~~eth1ng, 
d1tterent 1n a1n4, and eo I think that )'OU could, it 
I night -.Jte that euggeetion t o )'OU and )'OUr X1n1eter , 
that the)' au the 8t&te DepartMnt partioularl)' to tind 
out trom the Pn .. ldent ot the United Statu wh011 )'OU 

thould contact and I a a going to au Jlr. Cochran to call 
up th e 8eoretar)' ot State'• ottioe and eq that I u tell­
ing )'OU thie 10 that Jlr, Bull will knowo o • • 

pr. 8: Yea. 

~~ ••• what I haTe eaid •••• 

R!::....j: Yee. 

~~ •••• &Ad I u quite eure that )'OU will be 
d1recte~the proper people. 

~_e: Yee. 8o• queetione whloh D&)' 1ntereet, 
I think~ ~reaeur)'; tor inetance , the queetion ot 
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SO).d~Dho 

W • .Trr !ba'' • 80•1ih1Jis •l••· 
a......J: a.-ue• 1iruapor,aUoa 1a bag1Jm111C to 

baOOM a ra•!wr OOIIIPlloded affair, bu' 'hie woal.d &Jl­
'ail a quaa,loD ot 80£& liiiPort&D' th!Dge. 

~~ !ba' 1a e-th!Dg 70V ooald ~- v:p 
41raoUj'""if{h Ill'. Ooobraft. 

Jbt. a: X••· 
~~ It 7011 woal.d. Dhoualoa ot gold, Ula\ 

1a proPii"!7 011£ lxQlD .. a &114 ~~~'· Coollre.D 1a 'be rtcb' 
a~~ to talk to. So I thlDk that 1a \be _, belptlal 
~aa\loa I ~ aaka to 70U• 

!haDk 7011 Ye£7 auoh &D4 I bop& 'o aaa 7011 agaln. 

oOo-oOo 

Dr. a-£7 len &D4 Ill'. Ooobran reaalnad. 

Jlll.,lr: ~.u u.a, plea••, h tall Ill'. wau .. 
and III'."'"Jili 110\ to eaDd &DJ _.. ooaal .. loDe OYa£ 
lwra OD purobaalDg. 

If• iOCibru: %OG sot what be au.Dt about U. 
SOld J1&7a&D ~'l'be7 'ftft\ ue to ~· gold OD \be other 
a14a. 
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liE CLOSDIG A()RBBitEi't Dece.ber 1, li~i. 
10100 ..... 

Present I 

Hanes : 

H. U. Jr: 

Hanes : 

llr. Banea 
llr. Foley 
llr. Helver1ng 
llr, Sulll 'fall 
llr. Re111ng 
llr. Kadea 
llr . Wenchel 
llr. Duttield 

Here is the •anorand\DI, Perbaps you will want 
to read 1 t over. 

Sure. 

~1a is a memorandum tor the Secreta~. 

"At a conference on Wednesday, Nov811lber 28, 19~9. 

you aalcod that we consider de novo the problea 
ot aso1at1Dg tho ~y and llavy 1n the establish­
ment ot additional taoilitiea 1n private 1nduatries 
to expedite the nat1Mal detenao progra~~~. 1re 
eubllli t tho following 1 

"A.- 1. So tar aa jiga , d1ea, tools and factory 
aohine~ ot apec1ali&ed and. restricted use u-e 
concerned, the Treasury i s today able to execute 
eloa1ng agreeaenta d.et1n1tely aaaur1ng the con­
tractor that he will be able to write ott a gainst 
the particular contract or aa a deduction tor the 
particular inoCIIle tax year all auch taoU1tiea aa 
are conaUIMd or obsolete - just as any other aanu­
tacturer aay. 

0 2 , ~e problan ot obsolescence <lll new facto~ 
buildings and standard equ1~t preaenta a 
d11'terent probl-. one wb1oh under the present 
atate ot the law and 1n view ot t ho bear1nga 
before and. reports or the Couzens Committee and 
the Nye Committee, we do not believe we oan 
aolve. Since the greater pu-t ot •ad.d.i t1onal 
t ac111t1ea• aeema to oona1et ot new c<lll8truot1on 
and standard equ1~nt it would. a ppeu- that the 
real aaa1a tance we can ghe to the ~ and llavy 
under the pre88nt law 1a ao alight that no turther 
dependence abould be placed upon it. Accordingly, 
we conoludea 
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"B. - Congr essional action is required. Congress 
can solve t his problem by: 

' "'13 _ .... 

"1. A direct appropriation to the Army and to the 
Navy for the construction or procurement of all 
types or additional facilities to lend or to lease 
to private industry or by: 

"2. A statute authorizing the Treasury Deparbnent 
deductions to well-defined classes or manufacturers 
by definito standards and procedure outli ned in 
the statute . 

"For example, - and merely aa an illuatrat1on: 

"A statute anticipating the emergency period will 
run f or four years , and pennitting all manufccturers 
to construct and install, tor the purpose or tul­
t'illing Arrtr3 and llavy contracts, additional facili ­
ties which are of no useful value when the emergency 
tenninatee, to amortize the coat of eueb facilities 
at the rate of 25 percent per year, - provided that 
the retu.rna (both income t ax ond Vinson- Traumell) 
of such ocntraetors be kept open and subject to re­
adjustmont a t the end of the emergency as proclaimed; 
i.e. , i f the emergency ends in three years, then 
th i s special deduction is to be changed to 33 1/3 
per cent pe r year - if i n five years , to 20 per cent 
per year.• 

Well, what I would suggest, after reading thi s is 
that we ou&nt to write a letter to the President 
of the Uni t ed States setting thia thing forth . 

"Congres sional action is r equired . Congres s only 
can solve th i s problem. " We ehould send a copy 
of that letter to the President to the Secretary 
of War and one to the Secretary of the Navy. 

Would that release us from anything we said last 
July i f they write us - stipulate we have got to 
do so and sot 

!lel ver 1ng: It would ••• • 

Foley: You are not repudiating what you said last July. 
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R.M. Jr: 

Hanes: 

Foley: 

!!&nee: 

H. lo!, Jr: 

P..anes : 

H.M.Jr: 

Hanes: 

Sullivan: 

104 
- 3 -

I don 1t want to .ake tba ra 4at10D8. I 
would rather ~va that -• hoa - let tbe 
Anlly and lavy or •-bo47 elH clo that . I 
don ' t want to 4o tbat. 

I don 1 t thillk ,.our position wcnUcl be any d.U• 
terent than the one you had 1n JuJ.y . 

'!hen it 1a all r i ght t 

It you agreed to 4o certain thlnga 1n J uJ.y and 
you are atlll willing to give cloa1.ng av-e­
menta • ••• 

On the things that are proper subject -tter tor 
cloa1ns agreements. We haven't changed our posi­
tion. 

And you aaid than that you ware willing to tell 
the .lllAll 1n a dvance wba t h1a tax problD ia. 

Any manufacturer or any bu.e1neaa ~. anybody 
that wants to ge t out a flo tation or anytbi.ng 
else in advance. 

I don't thillk your position baa changed tr01a 
that . To go turther than that , I think you 
are right 1n saying that CcmgreaaioD&l action 
1e required. 

And I don't want to give any example ; I wouJ.d 
rather·let that oCDe trom the ~ and Navy. 

'l'hia 1e not the only way that C<mgreu ccaal.d 
eol ve thia • thia ia juat an axa~:~ple. 

'lh&t 1a right. 

I don' t want to go too t aet, but it ~u all 
think - I will take 1 t down tbl'Oug)l B", et.ply 
aaying tbat Oo.ngraaaianal action b required and 
only Ccngre .. oan aoln the probl-. ODly Con­
gre .. can aolva tbla probl• tor tba Azwq and 
l&yY o Period. 

'l'ben it la up to the Arrq and lfavy to go before 
them, I oan taka th1a over to the cabinet au1 
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JU3t give it to the President and I wouldn 't 
have to send the Anny t.nd Nt.vy a copy. You 
(Foley) write me a let t er or a memorandum troa 
me to the President, Ala I go1Jia too t astt 

Hanes: No , I th1nlc it 1s al l right , 

H, rt . Jr: Guyt 

Hel veri.nj; 1 That ia t.ll r ight . I thought tho reuon - I think 
everybody thought tht.t when we say we can, tha t 
somebody ean1 t do it, we ought to make some sua­
geot1oM. I think that 1a what everybody had 1n 
mind, but I think maybe i t 1s tor you to s ay, let 
the Army do so and so and t he Navy do eo and so . 

l! . l.! . Jr: No , l et the Army and llavy lllll.ke this plan. That 
ia what t hey are supposed to be, f i ghting depart­
ments. 

Sullivan: 

Hanes: 

1! , !/,Jr: 

Hanes : 

H. lt . Jr : 

Sullivan: 

Hanes: 

H. lt.Jr: 

I think the reason those are in t here is because 
yesterday you said we would be willing to help 
them. 

You migh t be called upon for a suggestion as to 
how - fo r help. 

'lbat 1s lS<neth1ng d1f!'erent. 

"VIe will t ell you what we require, but we have 
statutory authority to do what you wcmt to do , " 

I d1dn 1 t lalow until I met these gentlemen the 
other da;y about the Couzens Committee and tba 
Nye Commit tee, so since I have lalown about th.ose 
I want to shy away from the dal!m thing. 

So do we, air. 

You were on sound gr ound for that. 

The only other suggestion Which I aade 1a ent1rel;y 
lll'1 own and I lll<e i t , Tha t 1s that beginning with 
the Colt thing any clos ing agreei!IIID t that the 
Department atgna , I want to aee i t . or course , 1n 
the case of Colt we b t.ve got to get permission 
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Sulliv&n: 

Du1' field: 

H. U. Jr: 

iluff1eld: 

P. . lf .Jr : 

Duffield: 

E. M.Jr: 

Poley: 

t! . !I! . Jr: 

Helve ring: 

- 5-

of Colt or lire. Colt or tho little Colts. 

And I think the War Dep&rtmont, air. 

lOS 

Mr. Secretary, lest night I wrote & relee.se 
'lt\ich I think most of theee people will f ind 
in their officoe when they get back, a proposed 
release , which 1n 'IllY opinion will duck moat of 
the legal questions mich mi~t &r1ae abQ>t 
making this thing public . That i s subject to 
tboir review. 

I bad & minute to mention to the Preaidant - I 
always say, 1n Washington you always get at 
least one warning and you usua l ly got three, 
!low, Senator Bridges - is itt 

Tobey, 

His warning is number one, see. Here is some­
thing nice and juicy for the Republi cans to 
put 1n their teeth and make a campaign issue out 
or. You know he wrote me a let t er. I don 1 t 
know whether you saw it, Johnny, He wanted to 
know about Colt, didn't hot 

That is right . 

That is warning number one. That i s what got 
oe started on it. You always get them, just like -
what do they do in Engle.nd, you have to pu"blish 
tho marriage "bans two weeks 1n advancet 

'l'bre e t1mll s • 

I am not going to say, "Bear ye , hear ye, • and so 
forth , "but we can pu"bliab i t arterw&rds and if we 
make any mistakes , the publi c will know i t and can 
say so . I just think it takes any posai"ble criti­
cism off the Treasury and I think it i s good 
government as l ong as thore are eo many people who 
b&ve this reeling that they den 1 t want the manu­
facturer to make excessive profits out or mun1tione , 

Anyway, the story given from mouth to mouth attains 
a signifi cance that it doesn't when the f a ct a are 
known. 

Regraded Unclassified



- 6 -

11"'7 -"' 

B.U.Jr: I mentioned it to the Preaident yesterday at 
ltmeh and he said, • oh, that 1a swell , that i s 
grand. 'lhat will take all the curse off the 
thi ngs and I think that 1a swell. • 

Sullivan! Are you publ i shing a resume? 

Duffi eld! You will get a copy. 

!! . M.Jr: Aa I told Gene , I would 11.ko to have it by Ycnday 
if we could do a<>, ao that everybody can look at 
i t and eo forth, and ot course we have got to 
got the Colt people's permission. 

?oloy: It it bothers these men , ~. Socrotari, there is 
a penal statute Which prohibita the publicat1.on 
ot information contained in any income tax return. 
Now, i t is a penal statuto - just a waivor on the 
part ot the taxpayer isn't enough. It applies 
generally. Now, I think t hat a press release 
setting forth that closing agreement has been 
entered into with "X" and setting forth the general 
terms of what the closing agreemen t purports to 
do 1s not w1 thin the a to. tuto o.nd I think i t ia 
all right. 

!l . M. J rl Well now, can the Governmont broo.k 1 ta own law? 

Hel vering i Tho law •• . • 

Foley : 

h . !o! . Jt'l 

Wonehel1 

!l. Y. Jra 

Folay 1 

H. U.Jr l 

It a pplies to individuals in the Government , soe. 
That is what the law is designed ror, so that the 
people in the departments cannot i nd1scrim1natelJ 
give out this information. 

Just aa a matter of interest, supposing I , as 
Secretary of tho Treasury, wanted to do this thin g. 
Who could t ry to put me in jaiU 

The Attorney General . 

Could ho? 

Yea. This is t ho statute, sir. 

<re will go t b1m to okay 1t f irst. 
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Sullivaxu BaY8 b1a endorse his approval. 

""8 - l. 

Foley: You could be removed tran orrice, si r . I wouldn ' t 
worry about t he jail business . 

H.l! .Jrx I 11011ldn1 t worry about it either, I l1ked 
Arizma so well •••• 

Foley : 'lhe statute says , "And it the orrender be an 
orticer or employee or the United States, be 
anould be d1am1eeed rrom office or disCharged 
tl'CIIl -ployment • • 

H. M. Jrs Well, you fellows wrestle with that . 

Foley: We can get around it. 

!l. !l. J r : Can youT 

H, li ,Jr: I tbink this is awtully good public relations to 
publish that stutr. 

Helver1ng: I don ' t think •••• 

Foley : That is not in£ormat1on contained in the tax return, 
Guy. 

H, !i,Jrs 

Sullivan 1 

lienchel: 

H.!i.Jrs 

Sulllvanx 

H, !I!, Jrx 

Fol ey: 

That is what I was going to ask you. Rave you two 
gentiemen seen Colt's r eturn in connection w1 th 
this tbingt 

Yea , air. 

Oh, yea . 

I -an their income tax returns, have you seen the 
ine<lllle tax return or tho Colt llanu1'actur1ng Canpanyt 

I have not. 

Tho point I make 1a , what has 1t got .... 

'lhe information will be contained in their return, 
tbat 1a the purpose or 1 t , but I don't think the 
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Rolver1ngt 

Sullivant 

Helverlng a 

Pol071 

!I.M. Jr a 

Foley a 

H. 14 . Jrt 

Foley: 

H. li . J r: 

- 8 -

statute applies and I think we are on eate ground 
it we put out the kind ot a releaee that Gme baa 
in mind. I b&ven' t aeen it ;ret, but I think wb&t 
he 1a going to write will be all r1gbt. 

1C9 

The whole purpose ot that etatute 1e that we ehall 
not d i vulge secrete &a to metboda, and ao forth, 
that compani es -plo;r. 

Or aoureea ot income. 

Yea, 

We don 1 t h ave to get Colt •a pe~aalon to do thi s. 
I think the onl;r person we have got to t ,el.l 1e 
Senator Tobe;r. 

I won ' t do it w1 thout Colt 1 a permission. 

How about the ll&r Department! It we ask Colt , I 
th1nk we ought to &ak the War Department . 

Right . 

Then we won ' t give an;rbod7 a closing &gl'8-ent in 
the future unless he agrees that wo mar put out a 
rel oase speeity1ng general te~s. 

I am sul'8 it i t h explained to Colt, be will go 
alcng, but I wm't do i t without his permission. 

As long a:a rou fellows have ra1aed thia penal. 
s tatuto thing, lot'• ge t a ruling on i t fro= tho 
Department ot Justi ce before wa ·ao 1t. We might 
aa well take no chances. 

Helvorlnga I don't th1nk tho general s t a tement . .. • 

H, lt. Jrt Wall , show l t to the Department ot Justice. What 
h&~ will it dot 

Helver1ng t I don't think the general s tatement,, •• 

R. li . Jrt What harm, ou;rt 

Pole;r: I will taka i t over and eee the A. G. and get it 
endorsed. 
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Henes : 

!l , 1A.Jr: 

Sullivan: 

H.!l. Jr: 

Sullivan: 

H .!f . Jr: 

Sullivan: 

ii . M. Jr: 

Sullivan : 

F'oley: 

H.». Jr: 
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Do you think 1t i a good atur.rt 

xes . 

It will aava you !'ra:a go1zls up to t he H1l.l and 
expla1n1na these different things. If the publio 
doesn ' t like it, let them say ao. I think i t ia 
good, don ' t youf 

Yea , I do , I can appreciate the reaaonins of the 
Qlief Counsel ' s office, end then we talked - you 
weren ' t there , but we discussed thia and they talt 
that we never should s tart to edge 1n on publicity 
of any informAtion relat1na to a return. &t attar 
all, here ia a Senator who, incident ally, put in 
the amendment which made the Vi nson-Trammell Act 
what it is today. He wan t s to know what we are 
do1zls with it. 

Is be ~~~~ tellowt 

Oh y;3s, that was an amendment fran the floor that 
never went through a commi t tee, 

I didn ' t know that . 

I think be should be told about this in advance. 
The letter you wrote to h1lll indicated that you 
couldn't give him that inf on.at1on. 

I am more than willing to say tbat since writing 
the letter I have reconsidered the matter and I 
think 1t is good government administration to 
make t his thing public and I am very glad that 
he wrote to me. I &Ill glad he brough t the matter 
to liiJ at t ention. 

Would you want to write h1111 or would you. • •. 

Have somebody go see b1m. 

I think I ought to write h1lll and somebody can taka 
it to him or I will a ale h1lll to coa~e in bare and 

aee me . 

Helver1ng: He has been very a ctive 1n tbis all the way through. 
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H. !I. Jr : Oh :rae, and he b - how ehould I put 1t - a partisan 

Republican, as d1at1ngu1ahed trom llcllarJ. 

Hel vering r Yea . 

H.M. Jr: TheJ are a d1!terent type ot people. 

Sullivan: I know h1111 pratt,. well and I think he 111 prett:r 
sincere about this Vinaon-Trammoll buaineaa . 

B. M. Jr: 

Hanes : 

H .~ . Jr: 

Duffiel d : 

H. Y. Jr: 

Sullivan a 

B. !i. Jr: 

Helveringl 

H. Y. Jr: 

Helverins r 

H.li. Jrl 

I am too. I think 1 t 1a all r i ght. rohat elae have 

JOU got , John! 

'lhat ia all . 

Well , thla publi cit7 thing, the ea.rl1eat 1t will be 
readJ will be llonday. 

That 1a r ight. 

And onl7 attar ever,.bod7 had aatisf led thenael ves 
that the:r can ' t g i ve ua an excuse to r esign. 

Who do JOU want to hava get in touch w1 tb Coltt 

I think llr. Helver1ng should. 

I think we can ttx that up. I think it 1s in hla 
hls in terest up there just aa much aa anybody else' s . 

Sure, and the tirat one and - let h.1m get all the 
breaka en the thing that he wants to. I t 1s worth 
a million dollars of publicit y i f he will handle 
.it right. Be can say h e wants to cooperate, and 
eo !orth and eo CID . I don 1 t know who ia hla ad­

vert1a1ng agency, but 1! he aenda them down and 

fixee 1t up , he can got a l ot of stut!. I am 
aer1oua. Let h 1a a dvertising agency cane down and 

sit down here and han.dlo i t tor Colt. 

'!hero 1e no uao ot that ccnp&DJ being under a 
cloud, doing s omething acnebody else can't do. 

'lhiiJ juat came tirat , that ia all . 

I ! he would ccae down to the publi c r ela tiona .-n 
and worlc it out wl th ua, we would give h.1m all the 

broaka on it. 
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Belver ing t 

Fole71 

H, K, J rl 

Hol vor1ng l 

H. M, Jrl 

Pol ey 1 

!lelveringl 

H, !.I . Jr l 

::.2 
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Well,. :rou (Poley) will get the thing releeaed b:r 
the Attorney Generalf 

Yea. 

And you (Belnrin'g) will talk with the Colt peoplef 

Well, I tb1nk I would write thea a letter . 

Aak tbaa to oome down and ••• you. 

We oan phone. 

I would aak thea down. Tell them wbat 1a about 
and aek tha to ca~~e down and eee :rou, 

All right. 

I would aak tholll to ca11e down and aee you . All 
rigbtf 
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on December 4 , 9~9 . 
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THE SECRitTARV Or THE: TRtASUAY 

WA.H I NOTOH 

IIDDWiDOII FOR TIIB FRI'SmEHra 

The Treasur;r bas been conaidari.Ds tor .... tae tbe poeeibWt;r 

of usiati.Dg tile ~ and !Ia?)" 1D tbe establ !e~ of additioa&l 

tecWtiee 1D printe industrih to expedite tbe natioa&l clef..,.. 

prosz- with apec1&1 reference to :yt>ur -randUil to .. of lkrnaher 9, 

1939, cow of which 1a attached. 

We havo concluded thata 

1. So tar as jip, clies, tool.s and fllctor;r •chinar;r 

of apec1&l.ised and restricted uae are ccncernecl tbe Traasur;r 

is tocley able to execute closi.Di agre-ts clet1Ditely asalll'­

ing tbe contractor that be wUl. be able tc write ott api.Dst 

tbe particular contract or as a deduction tor t.be parti cular 

i.Do.- tax )'ll&r all auch tacWt1es as arc coruoumed or 

obsolate - just as an;r othar ....,utacturer 1111q. 

2. The problem or obsolasence on nn rectory bu1ldin&a 

and standard equ1J88Dt prasenta a cli!terent problea, one which 

undar tbe present .tate or tbe law and 1D new or tbe haar1Dp 

before and r eports or tile Cousens Coaaittee and tbe H7e c.... 
!rltteo, 118 do not bell.,..• we can aoln. Si.nce tbe sraater 

part of •additional .tecWties" ••- to ccneiat of new cOD­

atructicn and stan4ard equ1JD8nt it would appear that the real 

uaiatanee we can &ive to tbe A:rfllll and the Havy undar the 

praaant law 1a so aligbt that no nn-tber dependence abollld be 

pLaced upon it. 

Hence, it 1a clear that ccngroaaiOD&l action 1a required, and that 

only tbe Congreaa c&n aoln tbia problaa. J.l1if action, bD!In'er, 1D 'tlrinc­

inc tb1a probl• to tbe a ttention of tbe appropriate consraasioa&l -

llithea ouabt tc be initiated by the Var and Havy Dopartunts since it 1a 

a part of the IIAtioa&l datenae progNao Of 001lrll1 I sh&ll be haPP7 to 

cooperate . 
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THE WHITE HOUSE 

WASHINGTON 

MOOIU!JIII ftll m &Q§WX or m D''mT• 

One ot the oblltaol .. to the proper equipa81lt of our o<>~atrT 

tor aat.ioul det ... e 11 the d18p&Z'it)" betwec the rate ot ~o­

tt ... ot aU-pl&e -tor• 8114 that of the &1rplulea th_.el .... . 

'l'hia ... t be .,.acbro•bed u ea... u poaaible. 

Iou. ore hereb;r directted to work ou.t a polic;r of depn~oiat.iOil 

allORilce b;r wbicb the ablorul 1Dnata.nt 1D plaDt upa.uiOil that 

11111 be r.qu.lred ot the &1rplule aotora ll&llUtaoturera 11111 be 

abaorbed over t.be life of the coatracta or dur1nc the •01'1•07 

period. 

Iou. are tll.rther directed to cOiliNlt w1 th the appropriate 

c~tte .. of the Ooacreaa tor tho pw-poae of drriaiDC a p......,mt 

prccra tlboreb;r the tac111t.1ea tiN.e or .. ted 11111 b ..... a pa "Dmt 

part of the aat.iaaal det ... e . 

(iai t.ial.ed) 1. D. R. 
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JJ:cerpt from a report on geoeral conditione in Canada for the J!eriod from 

lioncbor 15 to llo'f811ber 30 , 1939. incluahe. From J ohn J'arr Si L"10nt . Chnrge d ' 

Aff~irea •· 1 .• Ottawa. Canada. December 1. 1939 

1) W.r Plnance. 

?be long awaited opeech of Mr. Ralaton, tho D .. lnlon Y.l~later ot J'i~ce, did 

not 40 a• far ao - peraooa would ban Ulced in clarif7lng Canada 1a war f inancial 

?OllC1 and plana. At the Montraal Gazette atated,Kr. Balaton merel1 fllltd ln tome 

-·· Prom bla apeeoh 1t appeara that Canada it lqing plMt tor a three fear otrnggle 

Cll1d that tho coat to CNlada ot tho tlrat 7t&r ot the war h expect ed to reaeh 

$315, 000 ,000. 

?be !'liWlCt M1Dhtor ga•e t he Ulpreuion tb&t t hle would be an expend.., war 

for t he reaaon tht.t hl&bl1 mecbanhed W>lto would ba required. l!e .. u nothing new 

In reapect to the tlnancl&l arr~enta bot.,.on C&DIIda and !rltain, although it bad 

bt~n expected that he would do •o• ConTereationa on t hia .ubJeot. i t la at ated, are 

atill in progreaa, l!o apolca on a number ot ot her aubjeota not dlrectlf related to 

! l:lanco and not&bl1 auurod b.h l htenera that adequate lntormatlon would be fortb.­

co" i "G with regard to vbAt the c o.,...,.,.,nt vat dolna and bow Cl'llCh the7 were epen41ng. 

'fbe 'l'oronto ~ ~ ~ baa ginn aome conaideration t o Canada' a fiDNlcial 

position and certain ot the po inte it bring• out art of int eroat . '1'be national debt 

ot Canada, it pointe out, i t now over $3,000,000 , 000 and lf to thlo t ho provincial 

and =nlclpal debta are added the grand total co .. a to 1110re than $7,000, 000 ,000. In 

other worda, the national debt amount• to aoae $280 por cap ita, or vl t h the pro­

• lncial and II!Wlicipal obllgatlona added t o moro t han !;500 per Cl\plta. It <J.Uotea 

aotlaat eo a&de b7 t he Uatlonal Cit7 !anlc ot Now York to the effect t hat Brltiah geld 

holding• and dollar ao oeta ln the United Stat a o are spproxtmatel7 the •~ aa ln 

1914. ~. coablnad total of :Srlt lah &Dd lrenob aaotta are plocod at ollgbtl1 moro 

t han $8,000,000,000. I t !Indo reaaon tor oatlofectlon In the tact that the n.•tlona1 

do~t ot Canada lo nov 75~ hold ln Canada. 'l'hlo , tba Glo~o and V.nll pointe out, 

%sana that i t ie ~ot neceaear,r to aecure torel t n exc~e to the extent it was in 

the l sat war to meet lntereat ~nte . The sre~t tncreaae l a Canada'* iadebtedneas 

now a& co~arod with 191~ ouggosto, it otntea, that "Cenada will need to pr oceed 

u utlouol1 vl th 11uce oxpan41tureo ot a non-productive cbaro.ctor 1! abo ls not to 

f ind herael f flnanclall1 crippled aft er t he war•. 
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Srorctary of statE, 

Washington. 

2882, OtctmbEr l,Sp. m. 

I'CR 'l"'"'<: TR~SURY . 

G?.AY 

Pari a 

Oattd Ocotmbtr 1 , 1939 

Rto 1d 7:11 p .m. 

T!Us tJOrn1ng 1 s Journal Oftic1E1 contains two n<• 

arrttta wit!! rtsprct to thr op:rat1on of o:cbangt control . 

Thty art dEa\3ntd primarily to olost thE ont big loop holE 

hithErto txi -.ting through tht unrtstr1cttd libtrty of ac tion 

to dtpos1t f >•a ro s to thE account. of fortigntra . ( PlEase 

SEC our ttlE3~ams 2253, SeptEmbEr 29, 7 p. m. ; 2601 , 

Nov tmbtr 21, 5 p . m. ; and 2811, Novtmbtr 22, B p. m. ) the 

first arrttt dtfinEs "fortign accounts in tranos• as f ranc 

accounts op<ntd in tht na~t of "persons considErEd as 

fort1gntrs11 (1 , £ . non-rtsidtntl with local bankin,3 i nsti­

tut i ons , 

(END 3ECTI0N ONE) . 

RR 
BULL ITT 
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EO ORAY 

Paris 

De. ttd Dtoembtr 1 , 1939 

Secretary of StatE , 

;!a abington. 

Rto ' d 9 p. m. 

2882, Dcoonbtr 1 , 6 p . m. (SECTION TWO) 

"Poreign holdings• arc defined to include means or 

paynent 1n francs , property in Pro.nce , forEign 

negotiable securities in Prance , deeds to property, 

or credits on forEign countriEs located in France 

which belong to persons oonsidtrtd as forcign.crs 

(i.e . non-residents) except tht o.bovc defined foreign 

accounts 1n fro.ncs . Operations tor which o.uthOrization 

trom thE fore ign exchange otfiot is required art amend­

ed to 1nc.lude exportation of m£ana of payment through 

"thE ac t of transferring abroad dth£r 1n wholE or 1n 

part an account opened on the books of a bcnk 1n France" • 

Similar surveillance is establishEd t or securities . 

Authorizati on is 11k£w1st required for the transfer of 

francs to th£ account of a ( ~ ) except for the po.ym<nt 

ot importer debts abroad and tro.vtl expenditures . 

(* ) Apparent omission 

!IS II 

BULLITT 

Regraded Unclassified



Store tary of Stat< , 

'.'lash~.ng ton . 

GRAY 

Paris 

Dated December 1 , 1939 

'leo 1 d 8:44 p . m. 

?.£<2, Decrmbtr 1 1 6 p , m. (SEC?I ON THR~E) , 

!20 

!...l:!lorizatl.on 1s necessar, to permit a debtor t o 

settle i n !rancs for exports or merchandise or r ar ser­

vices r endered abroad unlens settlt~ent is madt by 

deduc t i ons from a franc nccount of n fort1gner or by 

roreisn hoJ.dings , Opernt!ons authorized upon sutm1331 on 

of proofo includE : tht dtpOSi t of francs to a forE ig n 

f ranc account in France in settler~ nt of imports into 

France ; thE dtposit of francs to a foreign franc acc ount 

1n France in srttltmcnt of drbta owed abroad; and coll ec tion 

i n francs of credits arising from exports abroad or sEr­

vic to or incomE arising abr06d q)'£ n fcre181' f ranc accounts 

in Frnnoe art debited by a similar amount , 

BULLI'l'T 
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~rorr t~ry of 3tntE, 

•;Ia ellington. 

GRAY 

Par ill 

Dattd Dtotmbrr 1 , 193 9 

Rrc 1 d 8 : 55 p . m. 

2882, DECEmbEr 1 , 6 p . m. (3ECTl 011 FOUR) . 

T~E measurE contains detailEd instructions to •ap~rovrd 

1nttrr!t:diar1c3• wi tb rrgard to t." E !orr going and is droignrd 

to rEs trict t~ lcgit1natr purpo3ES all changEs in forrign 

franc acco~nt3 . As indicated in our tEltgram 2811 of 

Uovr,.brr 22nd this particular loop holt was brcomi ng morE 

ard n:e>rr ut111zrd and tbt inferNal survEillancE Exrrcisrd 

in thE last fortnight or so hao now bEEn rEplacrd by threE 

official measurEs, 

'~'h£rc :t:.avE also b£En considrrahlr profitablE a rbitagr 

opera t i oM rr3ulting from t.hc ~ .. !Xr quotations in Amster­

dam !.'or :r: c>- sbarrs as Royal Dutch which wrrc bE1!'1; bo•~t 

hErr t.nd sold i n Holland . FrEnch llrndElasohn notes ':'Ere 

purcl:"~srd V7il>~ tt- r procEEds and sold h£rt a~ a supplEme n­

tary rEturn o:xrati ~-n yiElding soil"£ ~ profit i n viru of 

~hE ti,;hrr q•.>ot a t ion of t~r lat~rr in FrancE . 

RR BOLLITT 
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Secrttary,of Statc , 

washington. 

GRAY 

Paris 

DatEd DtcEmbEr l , 1939 

REc 1d . 10:2> p .m. 

2882, Dectmbtr 1, 6p. m. (SEction Five) 

122 

Today•s Journal Offiei cl l1ktwiat contains a number 

of other measurEs of varying intErest: (One) A decreE 

providES that associations or foundations , Frcneh or 

forEign , Engagtd in charitablE or relief work and 

apptaling t o thE public for funds must obtain prior 

authorization of thE authorities and must bE subjEctEd to 

auP£rviaion of thE lattEr. (Two) Th£ 1 . 50 franc pEr 

kilogram reduction in thE Export tax on automobilEs 

authorizEd by the dEcrtt of JUnE 17 , 1938 will bt 

continued until Dtctmbtr 31, 1980. (ThrEE ) A dtcrtt 

providES that thE increasE of 8 ptrctnt in all taxES 

authorized undEr thE decrEE of Nay 2, 1938 which was duE 

to expirE at thE End of thE ytar, shall continuE to bt 

appliEd Cor nn unl imitEd pEriod Qnd that thE gtnEral ratE 

of 16 pErcEnt of tht Lichular tax on incomE and rEal 

tstatt shall bE saintaintd during thE ycar 1940. 

(Dtapatch No. 2238, Nay 6, 1938) . (End Secti on Fi vE) 

BULL ITT 

PEG 

Regraded Unclassified
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JR 

StorEtary of Stctt, 

\/oshington. 

GRAY 

Paris 

DatEd Dcctmbtr 1, 1939 

REo 1d 10 r25 p. m. 

2882, ~tctmbtr 1, 6 p . m. (SECTION SIX) 

(Four) A dtcrE£ providing for tht crtotion or 

s ptciel frEE custo~s zonEs (loootiona not spEcifiEd) 

for tht dur<'.tion of thE wc.r . Only l!I'OdE or mcrchandist 

dts i gnottd by thE llini sttrs of l'innncc and Blockndt 

and/or the ministErs rEspons ibl E for auptrvision of 

the merchandisE concErnEd \1ill bc admittEd. Mtrchnndi sE 

~dmitt td into such frEE zonEs will upon arr ival during 

their ntny in tht zonts and upon rtcxpor t bt txtmpt from 

el l dut ies , taxts or surtr~ts npplicnblt to 1mportction, 

oiroulc t ion, consumpti on 'nd ';)roc1ucti on. Entry 

tro.nsahipmtnt rttxport a nd txit rutrictlons 1'111 not 

be applicablE . 

31JLLI·n 

RR 
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JI GRAY 

Pnr 18 

:24 

DatEd DEcEmbEr 1 , l9Z9 

R~o 'd 10:40 p. m. 

SecrEtary of Stat£ 

Washington 

2882, DECEmbEr 1 , 6 o . m. (SECTION SEVEN) 

(FivE) . DECrEES dEsignEd t~ ~bvintE cErtain 

difficultiEs of nppl1cnt1<~n of thE pr ov1s1c·ns o f 

thE decrEE of SEptembEr 9 which extEndEd to all 

commErcial and industrial Enterprises the systEm 

or EXCESS profits tn%ES applied to EnterpriSES 

Engaged in thE supply to armnmEnts undEr thE 

dEcrEE or July 29, 1939. Th£ scale u~ thE interest 

l evy iS nlSO fixEd undEr thESE measures . (~nsSy 1 s 

dEspatchEs numbErs 4879, August 16 nnd 5245 of 

NovembEr 6) . 

(Six) . A dEerE£ suspending for thE duration 

of t hE war thE El£c t1un or dnignnt1on of gEnErnl 

counselors of thE Bnnk of Frnncc . 

(SEVEn) An nrr•t• s Etting up rEgulations for 

the cqunlizntirn of the pricES c- f iron orE nnd other 

- ··-:-l.L e ~,. .... ~· ~ .. :'"' :": '):'- .. "" .. .,.,,.,.., --~t'lbl\sh.E:d undEr the 
. .! 
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• 2· 2882, D~c~mb£r 1, 6 p , m, (SBC~ION SEVEN) from Parie 

drcru cf OctobEr 13, 1939 (dupatch llo , 5304, NonmbEr 

17. 
(Eight) A dEcrEE SEttling a ClEaring offiCE 

to work with thE ForEign Excbang£ OfficE in connEc­

tion with paymEnt agr£~mEnta bEtween PrancE and 

certain forEign countriEs, This new institution 

undEr thE authority of thE Ministry of FinancE will 

t akE ovEr on January 19, 1940, thE dutiEa hErEtoforE 

£x£rc1a£d by thE ClEaring OfficE attachEd to thE 

Paris ChambEr of CommErCE and will assumE thE accounts 

cf that cfficE a3 of that datE , 

BULLITT 

RR 
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JI GRAY 

Paris 
~ 

Datrd DEntmbrr 1 , 19~9 

Sre~rrtary "f Statr 

Washington 

Rre'd 9:17p.m. 

2882, D<GtmbEr l , 6 ? •m• (SBCTION EIGHT) 

By votr ur ~16 to 172 th< Chambrr last EvEn1n~ 

votEd thr sprcial 'JOWErs wldoh Daladirr r<qwrstEd 

for thr rEmaindEr of thE >Yar . 1 t did so howtvEr 

only artrr DaladiEr pcsEd the qurstian of confi-

dE ncr , Tht proportion l s voting on thE law today, 

Thrrrundrr ParliamEnt shall •~rrcisr its powrrs in 

budgetary !!'.a tt•rs through tbr Govrrmr.rnt and 1n 

can of nrcrss1 ty l'!ay c-f cnursr: takr by drcrEE 

sue~b mrasurrs as thr national drfrnsr rrqu1rrs said 

d<Grrrs to br Subjrct to ratification or Parliament 

within onr month if Parliam•nt is sitting (which 

presumably will bt at rart intrrvals) and if 

ParliamEnt is not sitting i mmrdiatrly upon r rassEmbly, 

A communique of thr PiMncr Ministry today 

publishes oomblnrd August nnd Sr~trmbrr rrvrnur , 

(Prrs~nbly thr figures for Srpt<mbrr las t madr such 

poor 

Regraded Unclassified



127 

- 2- 2882 1 DEcEmbEr 1 , 6 p . m. (SBCTlON BlOITT) from Paris 

poor rto.dins that t h E au t 11uri tiEs did not duirE 

to makE thEm oublic alonE - yutl will rEcall from 

our ttlr:gr nm ~lo . 735, NovEMbEr 1 , 3 ; . m. • that 

CovE dE • urvillE told us that Sr:ot£mb r: r rtvr:nuEs 

wErE ~ undEr budgEta ry Estimates) . 

BJLLIT'l' 

RR 
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Secretory of Stntc , 

Wnshington. 

GllAY 

Paris 

Dntcd December 1, 1939 

Rcc 1d 10:53 p. m. 

2882, December 1, 6 p. m. (SECTION NINE) 

:28 

Total revenue tor thE two months wcs 8 , 316 million francs . 

RevtnU£ fro:n direct tc.xct1on for this period totnlcd 

1 ,819 million or 220 millions under the acme peri od of 

1938. ~evenu£ from indirect tcxntion end monopolies 

totcltd 6 , 618 m1llion or 247 ml.llion more then budget• 

cry estimctcs, Misccllnncous rcvcnuea nrc not specified. 

Tht securities market , 1n spitt or developments 1n 

F1nlcnd, wcs strong end active today, partly on the 

finnl vote otter tcrlier uncertc1nty of tbt government's 

special powers . Rcntca advanced from 5 to 90 centimes. 

There was no chcngt 1n official exchange rates. 

A report from Amstcrdnm stotts that thE 

Mendelssohn ereditors by n lcrgc majority cgrtcd to 

grant c delay of 18 months tor payments or that concErn's 

debts . Th1a cgrnmcnt took plcct before thE pertinent 

tribunal whiGh will render its decision on December 7. 

ThE 

• 
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- 2- Q2BS2, DEcEmbEr l , 6 p . m. (SECTION NINE) trom P~r1a 

The r Eport adds tbat ae ot Ootobrr 31 the balancE llhEEt 

1nd1Cattd a prOY1e1onal EXOE88 Ot 11ab111t1E8 OVEr 

aaacta ot 40,5<10,485 tlor1.M as againet 11, 42-',78 

tlorina on August 14. (EIID IESSAOE) 

BULI.J'TT 

PEG 
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TREASURY DEPARTMENT 
• 

WASHINGTON 

R1P011! r<ll SJI(liiEUlll' MOROiftlWh 

In rq;o.r<l to oloo1JIC acre-Jtta wbioh ban bee req.,. 1t..t, 
the tollowiac applieeo 

De Lanl st- 'l'vbiu ~ • 

Jlo word hat bean reoeind troa k")' Depa..-nt. ea .. 1a 

held in pandiJIC tile in order to attor4 oontraotor t~ll opportua1t7 
to necotiate with tile k")' Dep&..-n. 

A conterenoe, tully reported ill a e-om"ererao• .-oraDCha, 
•• held on loT•ber 27, 1989, with Ia")' ropreaentatina at tile 
aucgeation of the Treaoury repreoontatiTeo for the purpoae of 
ol .. ri.JI& ~ taot queatio..a. Conoideration h oont1~. Con­
terODOe with tile ool!traotor h bei"C put ott, oatenoibl:r b-uN 
of preoa ot work and ot DIOeodty to ~~ detella, but aotu&llJ 
to attord tiM tor a 1'1111 at\ldJ ot tile poUo:r queation iiiTohed 
in the propoott1011 to proo- rla cloai.JI& acr-t 111 Uw ot 
mvUU..tion ot the opMW a&lthoriaation bJ CoillCre•• tor tile 
•TJ to upa4 ... 000,000 CNt ot ito appropr1at1oa tor the por­
poNe ot thia ...,_,.plate ..... 

Caaadon Pore• C~• 

J. oooter-•, tl>llJ reported in a ooate..-a _......,._, 
wo helcl oa lo.,...ller 27, Uat, with I a")' repr ..... tatina, at the 
requeat of tbe •TJ• ter the porpoM ot 41ao•u•ill& tbe oue. 
The rr .. .....,. ...s the •">' bei.JI& in acr••"'t• it h o..t.plated 
to retltM tbe requeat tor a oloai"C acr-t, ollortly, wb• tho 

proper U.. boo o.rrhed, tbe opciD& ot bicla baTiJIC be• poatpoaed 
bJ tbe .. TJ ~tor ito cre o.,..,Uenoe, ...S eo tbat it 
aq u-.. tbe •"-r wltb tbe ooatraotor . 

130 
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!lioN baTe ...._ .., 4onlapllllh or aoU••• 1a Wo ••• 
ota.or tbu ~ doopa- ot 7f1U7 lo- h tiM 1&17 dated 
lloT-.ber at, lNf, rolati'l'o t o 111lo oou14orot 1011 ot o..Utl~ 
~1<111 tba ... ~ ..... - rooolpt; ot tho •ppl.-tal roo C,tlca 
ot tbo 1&17 dated ~r 11, liQ u4 7fN7 lllllo41ato ropl7 
ta.oroto dated ........., 10, llllf. 

Illtpirloo ter s..r-tl-.. 

!b.N baTI ...._"" Unl_.,to ot.bar tM.a tbo ,_lpt ot 
a requu t troa - tor ! ol>eJ' t or w-u• u4 ,....... ropl7 
thereto . 
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CAA 

RFJ'OI<T f~ SCCRI TAJ<T IIOiiOillrriiAIJ 1 

' . 

In rocanl to olodJ~& ac .. - nto wbl ... MYo """' r"'lue•-• 
tho followin& appl loor 

=-o wor4 baa Non ,....lYed. tr.. Ia~ ~·•· ca .. le 

: 32 . 

hold 1a poDdl-c r uo 1n order •• arrord ooatraotor full opp<>rWait)' 
to e~otlato rrl.\11 \llo la"7 llepa..-IR, 

Tho ~ld•alo C~: 

A oollfa.rmtee , t'u.ll7 repartH 1a • ooat•r••• -.r&Dd-., 
•• b•ld o.a tloY•b.r 1'1. teae. wl tl'l llawy r epnMa'tat1••• at the 
IUC~Oit 10D Of the fN&IUry r epre .. at&ti¥11 for th1 purpo10 of 
elearl.ac \I.P t oot qMdloae. Coaeldorat 1oa la oontl.au.iq. Coa­
t oro ... rrl.tir \llw ooatr&Otor lo belli!: put ott, ootoul"l7 booolloo 
of prooo or wrt aad ot -•n1tT to •""d7 doto.Uo, bolt aot ... u7 
to atf erd tl• for a full otlld7 o t tho pollo7 'llMOtioa ln•ol•Dd 
1o .\1M pr-1tl .. to p~ Yia olool-c ac..-at la UOil ot 
... uu ... u .. ot ... -w &rltlilerbatl• "7 co-c .. •• tor \llo 
lo"7 to u;peDd .. ,ooo,ooo ... , ot lto appr.,rla\loa tw tho por-
poooo ot tUo ..,_ piato ... . 

A ooato,._., tDll;r npon.d la a oooto....,.o _...._, 
•• h.eW 0 8 lo-.-Mr IT• lNt. witt. laWJ r.,..oM:at atlToa. a t Ut.o 
~aoot ot U.o Jln7, tor tho ,.rpooo ot .u .... ool~~& \llo oooo. 
r11o Tr.•J')' aDd tAio la"7 bol-e 1D ..,.,._,, lt lo ooat-latDd 
.... ,. .. \lao noquoot ter .. olool-c acr-• ••• u,., - -
,_ tl• hAo arrlYOd, tM -lac ot "ldo ~oanac - poet~ 
"7 tlilo la"7 O.por- tor 1h - o_,.alor.oo, aDd oo that l\ 
-.,. •1-•• tl>o -•tor wlU \lao ooa\.....Wr . 
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r td'A ••• Maattft .. ;wsMw: 

..,. an. .... • ..,, a a 7 • • •••-· .. *• -· -- ............. , fit,... ..... .. - ..., .. ... 
•: hr •• .... Nld&w • - 1 ••• 'lw fit ...U.l.-1 
...... tM - II rt _.,.fit.. QUI 1 I Pll I tl• 
el tM IIIIer ..... •• 2 F lfo ..... ,_. 5 'h .. ..,ar 
.. ,. ........ , D ..... , 

, a '-IN,_ Ww ... 

llloeN an..._ .. ....a a ... .._. "',.,. _.,. e1 a,.... .. ,._ · w ,._. t• w-tt• _. ,.... ....-. .. .... 
(mi'ITI('(I') Qay T. Uel••ri:la: 

Cetelleel-. 
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DIDIIiber 11 19.J9e 

liT d .... llr. Prwideatt 

I<N will reeeU that durin& the oraa 1n Europe 1n 
:lepteoaber, 19)6, 1t ., .. .. _...,. to tr.n8ter a larp -=t 

ot ; old n- liiClan4 to the tlbit.d Statu witllollt dal.q ..c1 
witb0111t publloitJ. '-'!tioieot lreiebt apace 1n Mrcballt 
Taaaele .,.. DOt naila'bl.e. I -.t too ,..... tor ~ ... &Dd help 

..c1 ,.ou dtr.ot.d the -,. Depar-t to o- to ..... .. eat&Dce. 
three obipe ot the 1WrJ were datailed to t.r'8Mport the gold 
cl4 the .U.oi.., wu partol"Md dioorMU;f &111:1 oarpedJ.UoulJ. 

I dMire to tbenk ,..,.., lllr. PrMi.S..t, tor tlnl.l p1'0'f'id1ne 
& pi"'OIpt &Dd atf ioaoiou ..W.UOII Of a TflrJ difficult probl-. 

I axpreoead _, epfrMiati.., too tha S.OretarJ ot the ~~a.,. 

a t tbe tizle, but I belift"l th.,.. ohooll.d be • ..," pe.......,t 
record ot the oiM'ioee r..cl-..1 1>7 the a onds,. ot tioara &111:1 

the obipa l OOIIPIIDIII ot' the tbi'M obipe _,1oh participated 1n 
the •-'l•~t or tb1e dittioult .WOaiOII. Thtoe.,.... the 
u.s.s. llealrrilla, Capta1n •••• wu.... ~. the u.s.s. 
llllllol.v.lao Capta.1n Dtcer S.S.tb c •sn;:, ao:t the u.s.s. s-ra, 
c '-r J. s . lllher c dine• 1.1 I hn• ~ 1nto....S 
7'"

1 
I lwte had 1\nldr: o.tt a o n Un 'trclnM Md• ll l011 t fl 

&Mil 11 th>41 ottaer md obOIIl.d appreoiate 1t it ,.ou, .. 
~1Do(lbilf ot the /J.:rtq 1nd lia'f71 would M YI tbeH -
dellS-t~ tllroltih ..Utabla oMm>ele to tbe ottio_,. 
-tiooed • ., a;preeai011 ot a;r ~tion ot tblir belptltl.. 

- 1n the -tter. 

• 
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.. Ma JII'OpArM "'" ~ ..Ull t.a . ... 
a,.woa&a et J.ia a ,.,..d aU aa el , _, -.tau la .... •''-· 

I,.,.... a.la eMall laa .. - wltlt. ... plee-
- ... ,, ... " -*' ., ....., ... , .... ar ,_., 
....... - I • t.loi a•nt• JK ,. ... F .. &U . ........ ....... w.-•-

1 ....,. .. ~-w ..,. '""kr7 ., ... _, "' 
~a •N' at Ut.lo lot&"' La,_ eftlalal ,....,., 

_, ...... 1J_,, 

0 •• , ... ...... . . . . ... 

0 , ... . ..... ...... 

-·-U/1, 
lttJr ..... ...., ., ... 
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- .......................... til ..... . 
.... 0' ,_ ... _, .... ,.. a a ...... , .. ... 

....... Iii ·-

t ...................... til ... .., .. 
JIMI I ..,., fll aie W ... la ,_ elfteW _.c. 
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.,,, .............. ... 
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llfl/Jt 
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.. ._.....,. "' .... ,.....V7 .... '"""" h ., •• -...u. .... -"• ;.-a_..., __ ......... 
... _ "' 19)1 ta ~- ,,...,,._,"'• aUU• 
.. u." ta ~·u rr- -.~ •• .- ...... "''"· 
.. 11M,..,.... \M _.,.... .-Ml.U• •• aa 
........... fll .... appRMla"M f/1 .... Oftfl- ill ........ 

l f ...... \lllo .-Ml.U• •• ;.-a wt\ll - p~ 
..,. ... wto .. • • ... ., u...us •• - or .. _......, ller•••- for &» ""'" ;.-a "....., lu ~.-ra­... , -..... --·-· 

l lllaft n.-, .. &» -..eurr ot ,.,. .. ..,. •• 
, .._ • HW f/1 \llto lotlor Sa ..-r otflotal noo,.. 

,.,,,. • .._ ... ,...n • 

..,.... Y. Y. "''"- V.I . ~ 
t 'S.. W.l. l . Wllo 

0.,.. •• ._..,dJ' of .. ..,. 
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• • . 

........ lea ... -'•,.. .. .., .... -'-· ... 
-- rtll,)lla -"a •-rJlft allll• 
&oll•" la pU ,._ 1111&\Mit b ... lalW •• , ... 
.. .... ........ ... I II I J ..U. ..Mlll• II U ..,...0,_ f/1 .... ,... .. " .. f/1 ,_ ....u.o .. .......... 

I f~ '"' ...UU• •o ,_ wtta .e plio­
ran _. wtolo •• 11M,. ..,.._. " - of -toi'F 
._ .... -tor .... ""'" ,_ ,.....,.. .... ~~~ ....... , ... _, •. 

I """ "--'" ... .._. .. ,.,. of , ... la"7 •o 
•'- a aew f/1 tall lot••r la ,.., offlolol r~~o,.. . 

,,,.,. • ._.17 ,..,. . 

.,.... • • '1 ... ~ •••• ..., 
0 

'lac ••••• • wu. 

Vllf l lr 

Ufl"' 
o.w •• ._..arT of ."7 
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SEcrEtary of Stott , 

Washington, 

2518, Dtoembtr 1 , 7 p • . m, 

FOR TREASURY , 

PLAllf 

London 

! 39 

Dated Deocmbtr 1, 1939 

Rec'd 3 ~ · m, 

1 , Tht Russo-Finnish dtvtlopmtnta producEd caution 

and inactivity on thE stock Exchange but no wave of 

sElling and prieta showEd littlE changE. Gi lt-tdgtd 

hEld firm with war loan closing 1/8 up at 92 1/4 , 

2 . Tht btlga wuktntd today tb: oft'1o1al ratE 

bti11c> f1xtd at 24 ,15- 40, Finn marks wer t offtrtd at 

210 without buyers . 

3 , Tht Treasury bill ratt for t oday 'a tEndtr was 

11ttlt changEd at Ll-3a-10, 2ld, as oom~rtd with 

Ll-3a- 11 , 46d, !! Wttk, Tht taay ortdit situation r•-

f l tottd in this wuk'a Bank of England rtturn, wh1oli 

waa dut largEly to thE fact that Treasury bill poymrnts 

Wtrt concrntratrd i nto thE last days of tht Wttlc, woe 

furtbtr influtnotd by today ' s 1.33 m1ll1on po)'m£nt of 

~tor loon 1ntrrut . Appl1oot1ons for Trtaaury billa 

totallEd Ll06 million em l:l!.ds doted 91 ~1'1 Hondcy to 
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bam -2- No. 2518, DEoEtilbtr 1 , 'I ? · m., from London 

3cturday at L99-14s. rroE1vrd about 4~ and a.bovt in 

full . Ntxt WEEk's t endEr will bt far L65 million which 

will bt 1.15 million in txc<ss of maturitiEs and , if 

fully allotted, will br1n$ thE total tEndEr 1ssU£ to 

1.6~5 million on Dtctmbtr 8th. 

JOHNSON 
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THI WHITW: HOUR 
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Treasury Depar ~men ~ 
Division ot Wonetary Research 

12/19/)9 D&te •••••.•••••••.•.•.•••••••••••... l9 

To: lliss Chauncey - R00111 185 

Fro"': L. Shanahan 

Kr. ~bite noted ~ho a~taehed . 

I did not have a record of it, but 

thought you woul d want 1 t retumod, oe 

all the other material from Mr. Kooohin 

was ret\JM'Ied for your filaa . 

' 

, .. 
.f 

' . 
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24 Fittb .benue, 
lew Yort. ll. T. 
Deo , 1, 1939 

Tho following cable waa roooiTOd in thia office at 9 a .m. today 

tror: Dr, HolH~on I . !ong in ChungldJlt;, with tho request that it be t;inn to 

.lcbauador Hu Shih and .l!r, I , P. Chon s.-diately, and ortorta be aado to aeoure 

ita widaat circulation 1n tho prooo and eloO'Ifbere . 

242 

ClltJl/OKIBG, NOV, 30 • (lpeoial )- The Umlporary auoponaion ot tho flow 

ot eupplies over tho !Ianning higlrrllly oocaaionod by the military operations 

in thet 'rlcin1ty 1o diatiDotly of lEiinor iloportcnco, it wo.s at& ted today by 

~. I!. E. She&ho.n, .AI:larican hi&)n<ay transportation authority • 

.l!r. Sho&han, who 1a Viae Praeident of tho Keo&hin Freight Linoa of 

Chicago, h&O rooently c<q>letod a tour over tho ox1oting hi£)1ny tr&naport 

routes 1n Chin&, doolared that with tho alan of tho rainy aoaaon 1n South 

China on unlimited quantity of goodo rr.ay be brought into China over other 

:or& thoroughly oond1tion.d road• • 

ThrousPout the r~y aeaaon, dap1te the hea~eat rain evar recorded 

which ovon suopondod oport.tions of the Burma. Railway, tho Yunnan· Burme. higllwLy 

reLAined open &nd in use , he aa14. 

At'tor co=t>loting hia ~eotion tour 1n tho aoutbwoat, llzo, She&han 

oaid ho obsorTOd as many e.a forty or fifty landalidoa in a apace or two!TO 

ldlo.,.,tora along the n<m highway but none nrc &llowod to ~ode tho omooth 

1'10'1' of trattio pouri.ng into Chin& troa the aouth. 

• The lfanning highway -• only one of tho many otranda in tho aeah 

ot hig)rwayo onauring Chin& &deque.te aupplioa of loreip good a, • he at& ted. 

"Tho highway bu been 1n a ste.to ot ill repair tor onort.l monthe 

""d •inoo tho apree.d or we.r into tht.t neighborhood haa fallon into t. ott.t o of 

"Tho ottioi&lo and people of ~nn,oi Pro'rlnoo with tho paot tow 

11'1tko &llowod the highway to be tloodocl. o.ncl. tho rot.dbod haa uvortocl. to ita 
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or!tl.n&l otato - - paddytiolda - that praoodod ito oonatruotion, thus roudorint; 

tt u.seleas tor Japaneao op• atlOlll . 

"One of tho moot ... , int; t 01oturoo of the South China ooutryoido 1a tho 

ot baotroado and ooUDtry routeo that -Y be lilllced up to abip r;ooda 1n 

• Jtro. Sheahan continued. •fhoae tradi tion&l baok oo\Ultry 

roads u.y bo linked wit hin a tow ,...oleo to pro"rido any imatlnablo detour . 

"'those rood.s conoiat ot otono-pawd patbo oTor which anl.nel trattic 

cow-seeS '"'r centuriea. It ia only neoeata.ry to 11tt the stones out ot thoh:o 

bod41nt;, place them on the aide of tho old road-bod ao hard shoulders and fill 

in tho apaeo with E;r .. vel, and then you ha.n roada that are tit tor mtor tra.t'tic. 

"Tho exiot occo of ouch baobrayo &Dei paths oDAblo oome of Chln&' o now 

roads i n tho Southoaot t o bo built with r;roat rApidity. Tho baolcroads and 

oonoti tute only a rosorTe insurance for tho flow of 1\lj)plioo tbrouj;h 

bonli for In addition to theJO, tho oDd ot Doc-bor will soo the caq.lot ion 

or a now ..,tor rood which hos long boon planned and almost completed as a 

subati tuto for the o!d highway, It will actually shorten tho diatance between 

tho Chino1<o border and Coohin-Cbl.ne to liortb llnn£11 proTI.noo by a couple of 

hundred kilODOt ero. 

"Tho '"'" road will be smoother , with fewer hairpin cUrToa and will 

bo disti nguiahod by ito oxoollont profile onginooriD£, • llr. Shoob&ll sa.l.d, 

&d.di.Jlg tha.t at leaR tour other route• a.re aaid to be in prooeas of oonttruotion. 

"Throughout tho Chinoao Southwest, t ho work uDder tho direction 

or tho ~•try of Coamunicationa ia pror;roaa!D£ rapidly. !he miDiator, 

l.)o • ~ 11a-~u, baa taken poroonal ohart;o ot a r; radual driTo tor inoroasod 

ofticieno., &nd opood in Chino•• t r anoport. Durillr; tho past r .. IIIOnths 

preparations haTe boon approTOd tor contraliaint; tho auppl7 ot oparo parta 

&:oil(; fourteen hitherto indop&ndont Gon,..,t; tranoport at;oDCioa , 
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"By d1Tid.1ng the hl!lhnyo into oeotiono eo that 1nd1TiduL1 drhero 

truerao only aeotore iute&d or tho enti re tr1po , it 1o expected that d&y &nd 

n!p.t opor&t!on.a wi!l ooon OCIJ:I»IICI o ... r Chin&' • oouthorn artoriol hlahnyo, • 

t.e a&id. 

l6". Sheaha.n a-lao reTealed that "a.mat.ing auocess" had been achieved 1n 

e:q>er!r.ontal operation 0 r duolo-bottomed Chin••• junks powered with Am<lrio&n 

outboard motors . 

The J.aniatry or COIIIIII\Uiioationa , aoaioted by tho """rieen hi~y u:perto, 

Eo She&hen, loir, A. G. Baooi and Jlr , C. 1\', Van Patter or the Xoeabln Freight 

I no., ot Chica~;o, boo been taldng tull &c!Yanta;;e or the otab1U ty within 

Chin& dllr~ 1939 t o l.Jopr on and oonotruot olmost oll ot China ' a principal 

hi&bw&y• and roorcani~• the ~~ioua regional management• into one contrali t.od 

more eoonamio and of fioient traneportation agency. Chinese loadnbollovo a new 

era or higbwoy s enico is dovrnlng tor tho l as ting benefit ot China. 

- so -
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TREASURY DEPARTMENT 

WUHIN<nOH 

*'" ooDIUUOIIa ~e4 w would -• U.io re-'rioUon. 

A """'7 11u bMn ado aa or De..-ller tim &D4 w t1JI4 con-

41t1ou do 110t warrant the witbdrawilll ot thie '1'1'M8111'7 

4oo1e1on. 

... 5 _ ... 
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D111 ._. 1, 19)9• 

....... !!!!.* 'Rt 

Oil hit••~ 22, 1t)9, aftu...,., -hi. .. ...,, 

,,Do 49970- 1.._. ata _,... u. ,..a.uenu.., ~-' 

-.. ooiiAlt._ wunae& w .-14 - W• ~nloa. 

A _, .... 'Nea _.. u et DUwUel' t1Nt u4 w t1111l -

41tl- do _. - - wUIIaWi .. at Ula '-­

tHI.Aoa. 

(Slaned) BacU M• 

Ae&l- •• u ...... tQ7, 

14G 

Regraded Unclassified



,. 

D 1 w :<, 19)9 

.u , .. Dlllllller lat -lq ot tl>e 0.111aot, 1 p ft tlol 

..... , ... , ..... ~ --•••• u • ..s .... .., ... -

' 17 _.,. 

l o ,...... \o t-.o '"'*' .... .u •••• Coot, ...... t. t.ll4 n...... Aftw 
-fl•c \lie o us ... -. tiM hMl4.,, ...,.,.,_. U to ,.,.., U So 
ror t llat .,..... •114• J .., aow -IJic ,...st t o ,... t o., url•• 

J • eoloai.A& a.-tn • 00117 ot • -~- tna 
llro -~IJ>c- CIIJOD,Io '-UUolt Ocltre.l Oc M l t or U11 :lo,.-t 
et t iM ,.....,.., '*!olo. .. rl_ • *•' rq .... ~lllUU•• .... lll 
u.. •"v• la rt .. ot t lo.o ..nc.uoo lspll .. u ... _,o.i» .. la •• 

Colraat 1 - · I li4'N P"" l.U\.NIUIDI ,........,. llro ~ 
\o \lo.o ~..._..\!let no..,.. ta-lon or oUU.II' \floe to tM 
\Ani wtoiell-~ ..UM llllow.ld M )lnl.lUM to l Mft­
tern tol'iol. ......... 

ou auo...,e .... -torr..s tato .... u.r 111Uo ~""" ~·•• 
oH •:r• '-f fit \IM 0.~ ot IU\1810 ""' • o ,..,..s, lalorMl 
IIJou&a I ..._._, \tat \IMJ - •tbol,f .. u., n o tepl pnolU• 
tokan .., lite Clo1.1Mo 

J tnlo,..... .. &aire.l """' l ilt alp \ a \ IMul 1115 \o 

s.aro. lila •• .._ "* .. , ~· ... ,..., -u-ua 
la "'-'" to 'loU pu\UalW Mtle'tfo 

J .-a., ....... u " • .. ,_ .... u ... _._ 
,_ .-1& 1 loato rt\11. .. • .,.., J'M tool ta • • • lloot -
...... to ~ &a tlot •"• Ia rt• ot \lo.o t a.. tloat -..1. 
............... la'Ml..C. 

, ........ ,,. 
"""Ill ,....., ., ..... 
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DillE t R 2, 1939 

,..,,mqc • PI 'P"'R• 

U .,_ tillllt Ml'ht• ~- _ ... line ..U to 

rr.a --•• a....., ~ ~ u4 t,.... Ia tile appliaaU• tor 
t...utlll' ot ll"'ll1ftJ7 tlla4 -~ "- llu1UM 0 Jut• bJ tile ~. 
H _. naW ~ - noulo- to lie pW at - Uo,...U ~ 

\be -..Glue t to lie - 1a - elloft baM \arrltodal. -'-"' 

... •'-"' MJMat n ""'· ,..,._ ~ tile -- ~~en .. ~ r­
"• -todal. -Mrl of \M 11L\W ••-1 - r.as.a tin t11111 _. 
trnl .... 1a ,.,.W ~ \illll QaiH& ... , .. or • nata t o •• pone. 

Otr101N If tile Gout Oaart latomallT ahl- u -t \illll 

oal.7 -'-1• - to alA - -.u ..U lie pat bJ tile ~ 
Do;;az ' 11 .. - ... ,.. Ill' .. Uel ........ n tunllar ._... _, 

_,.pc -'" af tlla eala If till nou11 - ap_...t 1a --.1 

- .. ., .. ,...,..., a4 1a tllooa _,ape •• I to, - ftiMl l illllft 

Mil rotcrae "' u - •upca. fte Gout - adrl- nat boa 

l••'• 11cl111ac atpo u .,_.. - · - _,_ o..-r-t ..... ltl -
IIIIJaN url\lr. a 6~ 111lllMt111' pa. ftl alae 1010pc1 ~4 prokblT aUo 

....,. •uha - tor ••t...u-tt ,..,.,.... u4 - 4ap\ll-~· 

-u- 4~ at UU. 14 ot -Qat ... ftatll Cote n; uo 

tillll ............... 1\Mr uw.. ... - -- ................ tillll 
•LP ' _. "- aa'l1eQla _...,. ~ "-llu.l..,. Btat• tor- _u., 
triooU• - 04P uot• of .S.,_.\1_. ot law ~ - lila." .. Btotao. 
IIMinlft 0.... ... Ia)' ot .. ,..._ ~. 1.9.)90 Jlhllft- tll&t tile 

lleputoolaw ., till -.It .. 8\ltao Oooea at Moll illlln till ht1 of -
hrobc wk:aUt,. 1a _,_ -.ttlr. tllelr- eeu.suao. 

T aU• 2' ot uu. 18 If --. lla1t .. ftatao eo.. -.. u • 
....... -. otaoor t"•P• "' lie - ..,. 11 tile t'llralall1a& ot - ~ 
dtll lat•t till\ - ~ ..U k ~ 1a - MniM ~ - forelp 
nate tl ....soo or -'t Mo\WU• ..-tan - eaiiJoota, atu- or 
JIV)CilJ If IIIF t..s. otlta wltll .... - Vidtod BtotM uo at --· 
l-.J.o oa tualAo& uo .,.Jeot t1 fcwht\\11'1. ~piP. I ot tillll 
~to~ p!l '-U• of ...trallt,- af llept_.... So 19)9, 

~ -t 1\ 11 ,_U.. Dtl hiiF to llo - I . .. la tM lara1ll>1al 
ot ..,. ~ url\lr. iat•t tllot - ~ .-J.l M ~ la \Ill MniM 

ot • ~~onts ., "' on111 ... -'' -.uuttao aptaot t ile .UJ-, 
eJ.U... W JIII*I'J at- OPJIIia& ~t. 
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tJUer o .a.o., tl\b 11, -· :U u hu -·· hel4 tbat u 
1a ~\erial \l&a\ the -.....la ue ut ..- wlla tba!J l•n the 

aalt .. lte\H if there 1a a J..at•t Uat \IMiJ allall he .,._...,,~ 

....,.. u4 u.o4 ror boeUll\lM, (!'he Oltr of lexleo, tt.D. na. 1.116) 

21 ,... 148, 1.,2.) ••U.ber 1e U Mterlal \bet t.ba Mlo 1e M4a to 

a ou!>J .. t or a altha oZ a f.,...~ MI.!!& a t SOYOX _, lt \l&a 

J..at•t la ,......,, tllri the •111p llllall he .... to ...U.. or ~t 

bHUUUN aa~oun a t orel.p -r. (Tho -..eor, (I.D. I.To 1886) 

17 '"· c ... . 17 •• 200-301..) 

Oa4er t.bo proaa\ tao\a aa ••u•t..,. 1\ 1a the &leer 

4u'f ot \be a .. retarr at tile beuu7 t o ~ , .. -.....la la'Ml.,.. 

1n t11a truauu .. 'IIllo llan aot iiO,er\14 tr<a tile tel'rltorlal 

ataro ot 1M ~to4 8\a- • t U tar\l&ar laY&fti&OUca - he -

1n _ .. u .... witll u. 1atat Ill til w111u tllo ._Mla wn eo~.•. 

n 1a not t.bo 4utr of tile -retorT ot tlla Trauurr to laYOu tile 

4ootrlu of a:nratvr1 tonal J1UH111 t 11114 att-.Jt to foreo \!Ia retv.m 

t o tile 1Ja1 to4 ltat• ot \!Ia tb:rM u.wlara 'lllll.u an 4apert ... 

• -o.JT• ' uo1~1punq (oad iS) 
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I 2 II 20 19)9 

., tar llr. llllll 

.u tile Dltri• 1ft -Uc or \lie cu~. 1 ..... •• 
Proal4eat the orl&LM1 a ,.._ ..,..,, .... -- ... o.na 
Jc ......... \o \lie \Uoe u..rl.,.., Coot,..,..,, oa4 'Plftor . U\G' 

....ua \lie ..,_ \lie PneU.\ ...,., ... " , , pa. I\ u 
,_. tllet ,..._ \!oat I - - •44 - 1zc ~ t o ,._ tor o4rt ... 

I • ocoloa1Jic __ ,It a oow ot a - n-
llr. lla.11JI&t& c.1ne, .lea1n ... O..eral c:.-.. 1 t'o>' tho llill'dt ' 

or tho ~ *lrll o4rt- • *"' "" roo1 .. u.wu .. ono 1a 
tho .:au.... Ia nn ot \llo M rlou U.,Uootlca.o -trJ.Jo .. 11a Jlr, 

Cla1rcr' _......_, I lie•• &1.., 1at\..-tU... \~ ~. -

\ o " '" Coat\ o....J'C 'ht ao ..... t.-loJ>t ot r1Allar VJ>e to tile 
\I!Ht wll.ltll lloft ~ ..Uo4 r holal4 lie l'ftl!itl .. to 1• - oar 
ttrrl\Orlal ........ 

CNI' a\tono)'11 bo.,. -.tnn4 1atomo.U7 " '-'" IQIIco - -• 
.u llr. , _ or t hr Dope.rt-t ot 1\uUto, oa4 cm • lNNlT Wo:.al 
llaa1t I ,....,... .. , tllot U.,. -ere• a U :relT wi~l> t ilt 1'¢ -Ula 

taka liT Itt, GUru. 

I telop'Mo4 to Aa1ral IAad 1at\ llisht n a't:ood 3olS to 

w- 1t1a _, "'' 'h '" u; ~' • • - - u ... tt• 
1Ja ........., to \lllt paril.ftlu ~t.a\\v, 

I tlltol14 &Jpl'Mlo\t U 1t, a t ,.. .... aullut ~.,....scrr, 

,.. _,. .... wJ\11 - - 'Otet ,... tool lt th bon "'"'" 
- .. - 1a tile _,~ Ja rt .. or n o tart t lloat ...­

Do...-u ...., 1aft1-. 

no ..,ftltle 
~..........,.ottw\t 

Ja/ta/•• 12/2/'Y# 

Tovar~. 
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- oJ 

D II or 2. 1"' 

_...,... JOI 1!1 !!!!!•• 
It a,_re Ua\ - t •• .-.n- u al• lone ..U ta 

lnDM -~-a .-.r of \~ _. ~ Ia t.11e ..,.U.U. 1W 

~.....rer ot .....,.u,. ru• wtt.ll t.11e lluUW. 0 •.S• 11iJ t.11e -· 

1t - -- - t.11a weeele _.. 10 M pl.eeM at t.11a u.,...l et 
U.h'eaekleow ttaM_Ia_8Na~-

~-

u4 •tare -~' tit ew. ftne ot tlte - ....... _ .. ,.._ ..,_ 

~loot terrltonal •tare of t.11e ~- .__, t.11ero ....sa ftw ._.. _. 

u-lore Ia pen. ot tlte QIIJ.W -.. .. or • - .., - _.... 

' 
ottt ... af , ... a-t o.uc ~ .. ..u.. - - "'" 

alJ' rw-·\h - w ala \Mao weeale o..u M ,.n 11iJ t.11e ~ 

OOtw " te ae 111ae _ _,. or paUOl --. It .twa- - -
_,.por ae-te of t.lle eah of t.11a "' 1 ole - .,, ,... Ia ~ 

W. ••'"' JilllpeN• a4 1a \MM _,.per ..... u. U.. w·•J• Mw 

- rotorrM W .. - I J&e. !M o-ft llioaN Mn- \ltd be 

1••'• F1&1tttac A1pa u .,_. - u. ,_ lei t - lte -

_,.... ..sn a 6~ lllllW.tor .-. "'- .... 1 -· o..u ,..., bl~ a1u 

...,.,. _ ... - for .u-u.r-n ,...,..... - -..,..... ,_.- .,.., 

~- 45 of UUe 14 of U. QIIJ.W .__ 1e6t e • 

...... lltoaft, ... ot.ller ~. - - -----"'" 

~,.._ _. -. -~· •'"- of t.11e ~--- tw t.11a -u-. 
.. _ U Oil ... QJ 111• of tial.aU .. of leell ot t.lle ~--­

IIM&Uw art. ... 12» ot .. ,.,.. ... 5, 19)90 ra nl- U.\ u. 
DeJa_; "'~ t.11a ~W ..,._ Ootw mt ..U- t.11a ~ ot-

~ , .. -•.u17 ta IJ t*t• ..St.ll t.11.e1r- -tnu-. 

IJIU• 2' ot uu. 1.8 of .... ~, .. --- ,... - u • 

en... - .... '"·•· .... 9 ... 1.a ... ,.,. • .., .. el ... -.-1 

1dtlt l&t•t t.11et - ~ ..U M _.a :• Ia - aurti• of ear ,......... 

nate te -- _. -'' ....,.nsu .. ...,sut t.11e -~ • ..su- or 

P ,._, ot .., ,_.,. -• ..sn - t.11a .u ... -- .... at ,.... 

1' le • ,._, ..... - _,._. ta INN- ....... .,. I of U. 

"-Uat•e r-..-1 ra•n1-"• ot &RUali" et 1 '' a 11 Jo 19)9. 

JIIW16M ... , t• le toft!Ma Dr<ealr M N s 1 ... ta \M tw-••••c 

ot.., 'M&eal..St.lllat- t.llat-~ ..u ... _.. , .. Ia- -n• 
ot a~ w ..a .. u _, -uuu .. ..- t.lle -~. 

litl._. or p&j ,, el a OI'Jil ''II ""'''..--'• 
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~u .. ....sut a,......-. Cfte ...... ca.a.a.T. ~ 
l?N. CU..l?l, ..... , ................... , ............. .... 
"-'7 til tile I ,._I -' .. !'I I tu ...... .. ?• .._ ... 

la .... Ill "''"- aulllluw- ....... ,_ .... -.tteftul 

--at t11: aau ........ =•u ,..._ .. .,....._....-..,. _.. 
1.a _..ua w&lll 111: I.a ... , w&lll 1IIIUIII...,. reuele- ..a.t. 

1\ U- Ill: t'dir-' Ill: Ill ctu7 et Ill: !'I I .. .._.. tile 

-.sac at ..... tenltui'Ul ................ ,_ .. -
\o \MIIUt .. ftc ... attu...._ .. ,_.._elllluft..,......_ 
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Present: 

December 2, 1939 

2: 30 Pll 

Huntington Ca1rna 
Henry Norgenthau III 
lira. !lotz 

IIII~Jr: Jlr. Hull Juat called 118 and he aa1d 
that the aota , ae he underatanda thea, are that the 
State Department waa never consulted b7 the Karitill8 
Commission on tll1s matter. He aa1d, "It rou want ar 
advice , I tll1nk as far as the three are oonoerned I 
would let the• go.• But he agreed subaequentlr that 
i f anr one of the three should put into an Allerican 
port , we hold thea and then ask the Attorner General 
what we should do about it. 

~53 

Kr . Hull did not know until I told hi• that the 

Maritime Commission had gotten an o. l. on tb1e troa 
the Preaident. I told h111 it waa nrr broadl,J hinted 
to me that he had and that, therefore , the Attorner 
General waa heaitating to give an opinion. Hull aa1d, 
1Th1a ia verr muoh like the traneter ot the American 
tlag ahipa t o Panama in whioh t he Preaident had been 
preYioualr consulted and the State Department had not.• 

He kept saring at Cabinet, when I gave G&aton ' e 

llemorandUII t o the President •"' t he Praeident turned 
it over to Kr. Hull and aaid, 0Tb1e ia aoll8thing t or 
the State Department and the Treaaurr to take oare or,• 

wh1ch ia not m7 recollection at all. The President 
turned to Cordell and &aid, •Here Cordell , 7011 take 
tb1a ,• without anr turther comment. 

What I asked Hull ••• •x. it all right for 111 

to aar to the AUorner General that I han talked to 
1011 and that it ia rour opinion and 111ne, it I 1117 •ar 
tb1a, that he ahould give an opinion on thie matter 
and it he baa &n1 doubte about 1 t, tbathe should olaar 

1t with the Prea1dant.• 

What I propoae to do 1a call uP the Attorner 
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O.ner&l.l 1AJ I ban t;elke4 to JlaU1 u4 u• • 111111'• 
op1n1oa all4 ldao ~' tile AUorne7 --1 .,....lt 
gin u op1n1• all4 ~' w are IOiiiC t;e nU fw u 
aa4 if be bu U7 40aM• a!MN' U be, tile AUonq 
O.ner&l. mov.14 oonfor wUh tile Pl'od6ea,. Be -. 
at tho Cab1Mt ••Unc 70-'•1'4a7, ba' 414 aot rM4 

the ---411ao 

154 

Bull ..,. thor• h a o1earuoo of &1.1 ••eoce• 
and be goh eopi .. of &1.1 Coaot Ouar4 1natruou-. 

oOo-oOo 
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GDCIIU.L cou ....... 
T"''t&A.SU"Y DCP.utTMCHT 

WA&HIHOTOH 

• 

Deo .. bor 2, 1939 

' I 

··· sc. - ~ 

c-&Dder H11'8oht1eld ot the Coaat Guard baa ju.et tolephcned 

,.. that tba c-at Guard 1notn.ot1cca Qioh SooNtiU'7 Hull stated 

weN 1n bia poaaea&1011 were dollT8re4 b)' C...-.andor H1racht1eld 

to Jeoae E. Sa"'atad, Aasiatont Chief of tho Dirtaion of 

lnttrcotionel Caamunioationa ot tho State Department at the 

lattor •o roqueot about 6:00 p.m. laot night. Mr. Saugatod, boforo 

r~uoating oopioo of the meseageo bearing upon the matter , revealed 

to Cocmondor H1roohtie1d that he had a toir1y oomploto picture of 

tho situation. 

Cot:ll'Wldor Hiraohtiold tbcll&ht that bo waa authorized to 

doliYor these meaaagoe to Mr. Saugatod by 'rirtuo ot paregraph 5 

ot tba attached _.-ondUI!l dated October 11, 19)9. 

-
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TREASURY DEPARTMENT 256 

I NTER Oll"l'lGC COWMUNtCAnoN 

Tile f ollowiDC plan w1ll ~ .a. etteoUn at OJI04I for-

(a) Tile cirwlatloa of int-Uoa 1A ....,.m to wapeo'-4 nolaUOM 

of tbo lleutr&l1t7 La .. cca1Aa wttlWl th8 jiU'i..UoUoa ot tile 

'l'rellll\ll'7 Jle:Pilr"1oMIIt , or 111 regard to en11te or ol-tlllloea 

poldlD& to tb8 pooolbU1t7 ot ouch nol ll\101111 u4 

(b) Por the conduct of llll7 l.Anatlp.tloao ot noh nolatlou wllioh 

rM:7 ~ could- deoirable. 

Illtc:rMtloa troa cunc.e lloa1'0U 

1. Reporto of cun ... ottloera 111 tbo tleld w1ll ~ t rlliiAit '-4 to 

the Bureau or cu.~ at ••b'"IWD· 

z . !!» BurM.u of CUI- w1ll ,__d1at al7 trlliiAit ooplea a 

(a) To Coaet Quard I!Mdquartaro; u4 

(b) To thl Coord1na.tor , ~ .&a-"7 hni ... 

D>tor.t1011 troa Cout Oaard -

3. lleporta ot Coaat Oaard ottloara 1A tbo f1el4 w1ll ~ uuait'-4 

to Ccut Oaard Baadquanar• d Waiiii1D&toL 

•· Coaat- BMdqUIIrtare w1l.l ~atel7 trlliiAit copieo to tbo 

Coordillator. 

11. lJpoll rMelpt ot eiCDifl-t into.-uoa troa eout Oaard « 
cun.o tlel4 ottleara, u &bon pl'OY14e4, u4 ..tter tile Cocll'II1Mtor haa 

boea ll4noe4, eo .. t Oaard J1M4quanera wtU • UaW7 ..,,ifY tbo prope 

•ftl. autborUiea u4 tbo Stda»epo.rlMMltl u4 Cout Oaard Jllll4quanere 

w1U ~ tb8 IIOle .- ot o !OilUoa for tb1l JUPOM• 
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REB 

SEcrEtary of State , 

Was hington. 

2667 1 Dec tmbEr 2 1 5 P • me 

FOR THE 'J'REASURY • 

GRAY 

Pnrie 

:59 

DatEd DEcEmber 2 , 1939 

Reo ' d 4 :35 P• m. 

As a further mEasure supplementing yEsterday 's 

arrctts to plug important.exchange control loopholE 

(our telEgram No. 2862 1 Dtctmbtr l , 6 P • m. ) this 

morning ' • JOURNAL OFF!CIEL carries a lEngthy "instruction" 

revising Existing rEgulations governing paymEnts for 

i mports and Exports as publishEd in thE JOURNAL OFFICIEL 

or SeptEmbEr 16 (our 1999, Scpttmbcr ~6 1 noon, and 

enclosure No. 10 to dEspatch No. 5105 1 ScptEmbEr 16) 

and likewisE carriES appropriate new application forma 

for imports , exports, and forEign exchangE paymEnts . 

The main purpose of thEsE changEs is to EnablE thE 

ForEign ExchangE Office to assure itself or thE bona 

rtdES of transactions involving paymEnts in francs for 

itnporta and Exports . 

(EtiD SECTION ONE) 

BULLITT 

NPL 

Regraded Unclassified



JT 

Secretary of Stat-. , 

"."alll.ington. 

:rtAY 

PA~lS 

Dated Drccnbcr 21 1939 

',1to 'd 3 :25 p . r: . 

2C87, Dcccrbtr 2 , 5 p .m. (o':;'l'lON ':.'" •0 ) 

As c<"nccrns fl.•anc payments for i :>orts the new 1nstruct1c:-ns 

r equire defim.tc proof (as far as possiblrl that th.r nnn>.>.nt 

paid to thE foreign seller r-.ally corresnonds to amount 

dUE ond t1·at tlle forEign seller '<ill not be paid an amount 

in excess C'f S\'DI due , ·.1th regard tc franc payments for 

exports norc de finitE proof is requi rEd regarding the trans­

fErable craracter of " forcisn l:C'ldings" (francs l utilized 

and t l•ot t~E vo. luc recE iVEd by t:• .. cxpot•tcr rEally corrc­

soonds to thr vn luE of the mcrcl:t-.n<liOE sold, The nEw in-

struct~oos ~lso rmbody conditlC'ns re~ting to Exports not 

onllins for a ny pnyhltnt . 

311LLI'l'l' 

NPL 
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Secretary of >tatc , 

Washington, 

2887, December 2, 5 p , m, 

GlUY 

PARlS 

!Cl 

Datrd Dt:oember 2 , 1959 

lto ' d 4•42 p, m, 

(SECTION THREE) 

ThE 1 nstr\•otion~ lik£wiae indicates thot thta£ general re~ 

ulations tor oommtroial scttlcmEnta may be supplemented or 

mod1tiEd by !)O.)'tltnt aucc=nts c oncluded or to be concluded 

by Prance uith other countries wher e suoh agrEEments m y 

pr ovide for sotoial methods of settlement auoh a s clearing 

arr angemEn ts , private oct offs, et octcra , Under suoh 

conditions importero and exportEr~ naturally must conform 

to pertinent special instructions . 

A further decree rendero othl:rwiot flexible the condi­

tions under which a tronsohipmcnt bond ("acquit a caution") 

mny be requirEd in the cost of ru£robnnd1ae found on sbi~s 

in French wotera (trlcgrams No! 2148, Scptcmbcr 23 , 1 p . m. 

and 2259, SEptembE r (J~ 10 p .m. a nd dcopetoh No. 5287 of 

NoVEmber 10, 1938) • llenceforth thE Contraband Committee 

created under thE dcortt of Scpt~btr 29 may fix ~ht terms 

ot thE t ranscontinental bond at not l c os than the val~ of 

thE merchandise and not mort tha.n five timro ito value, 

BULLITT 

NPL 

Regraded Unclassified



.. 

JT 

Secretary of 3totc, 

'ilao"J.r..gton • 

GiVIY 

PA.ilS 

Dnttd December 2, 1~9 

:lEC 1d 4:4:1 p . c . 

::.62 

tithcut dtbatt the 3tnatE la3t evening by 259 to 23 

vot.t( th£ :;ovc•·nm:nt 1 o full ,onn•a bill in tbt fOMJ ap­

proved by thE Chaobtr (ttltzr~ ho. 2£82 1 Dcoc~cr 1 1 6 p . c . l 

The text of thE aolc (?) law rtado in tranolation ao fol­

lowo: "Article 36 of tht law of July 11, 1938 of thE 

organization of the notion 1n tiY~ of war io modified no 

followo : Artiolt 36 - forth£ d~otion of hostilitiEs thE 

Chwobtro ohall tXEroiat their ltgiolativt end budgttcry 

powtro as 1n ptacEtin£ . ~owtvEr , ' n tht c aat of inctdiat t 

necessity t~~ govcrnnent is authorized by decrees disc~std 

and ap';)l'OVtd >.n Council of if.1nisttr s to t akt tht mtast'.l'ta 

i ln.,osEd by '::h£ rcquirt'"ltnts of national dEftnst . Thts£ 

dtortts will bt subultttd to rat1~oation of Parliaocnt 

within the t:>:~ Unit of one nonth and in can Parlilll'ltnt 

is not s~tt~3 upon its rtasst rblY
11

• . . . 
(END o~" "ESSAO€ ) 

BULL ITT 

NPL 

Regraded Unclassified



J l 

Stcr<tary of St atE 

Washi ngton 

FOR TREASURY 

2522, Stcond. 

' 

PLAIII 

London 

Da ted Dt crmbtr 2 , 19~9 

Rrc'd 9 :15a. m. 

Th£ sal• or 5- 1/2 million saving certificates 

rtprtstnting over 4 million pounds in tht fir s t 

wt tk of thE c ampaign comports with a wttkly 

ovtrag• of 280 thousand in thE ? wttks in 1916 

when war saving ctrtificatr.s co•~Enoed ond with 

an avErog£ of 459 thousand pEr wtEk in tht 3 months 

bEforE St pttmorr 1939. In addition 5 milli on 

pounds cf t hE nrw Defense Pund wer t sol d in thE 

first wEe k. Tht total is rtgordtd ae unc xptctEdly 

good. 

J OHNSON 
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H.'-'.Jr: 

Operator: 

Hello. 

Deoesber 2, 1939· 
2z48 P.M. 

1C4 

Secr etary Hull 1a on hia ' way t o the hot el. He ' ll be 
there in about t ive minutes. 

H.'·•.Jr: Hello 
Capt. 
Chalker: · Chalker speaking . 

H. '~ .Jr: 

C: 

II .':.Jr: 

C: 

!!.V.Jr: 

C: 

H.ll. Jr: 

C: 

!! .>! ,Jr: 

0: 

R. '~ .Jr: 

C: 

H.N. ,Jr: 

0: 

H. M.Jr: 

Th1B ia the Secretary. 

Yea. 

l<!r. Huntington Calrna and I are here, it' s about these 
boats been sold to t he rrenoh. 

Yea, air. 

Are you familiar With itt 

Yea, I am. 
Well now the Secretary ot State tells me that they have 
a oopy or a message t he Coast Guard sent out sayi ng t hat 
these thr ee should be trailed. 

Yes , air. 

I a that oorreott 

'!'hey ordered word to aearoh tor t.~em w1 thin t he twelve 
mile ~one and it found to detain them and advise head-
quarters. 

That message at111 etandat 

Yea, elr. I - that wae the laat word when I lett head­
quarters th1a afternoon around one o'clock and t here'• 
been no change t hat I know or. 

Now, Just a moment. Are they searching beyond the 
twelve mile 11mitt 
No a1r . A meaaage vent out eorne time early thiB morning 
to aearoh tor them outside or the twelve mile 11m1t and 
then e.round ten o • cloolt that wee changed and the aearoh 
wee oontined to the twelve mila l i mit . 

I eee. 
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C: 

H.H.Jr: 

0: 

E. '·!. J r : 

C: 

!! . '' . Jr: 

- 2-

But t hat meaaage haa been aent to all diatrieta on 
the Atlantic and Gul.t including San Juan. 

How doea the Stat e Department get copies ot Coast Guard 
meaaagea , do you kno~ 

I don' t know air. I cnn check up on that . That haa been 
handled mostly through the intelligence end of it. 

Yea . 
tell 
doe a 

You mi~ht , supposing you aak Lieutenant Polio and 
him to let l-!r . Cairn a know. I 1 d like to know how 
Mr. Hull get a copy of Coaat Guard inatruotiona. 

Yea, air, I' l l do that . 

All right , thank you. 
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Deoeober 2 , 1939· 
2:52 p.M. .:cs 

H . ~ . Jr: Hello . 

Operator: HiBB Baumgardner. 

H.li . Jr: Hello, !Usa Baumgardner. 
HUB 
Bau.'Tigardnar: Yea. 

H.'' .Jr: 

B: 

'! · '' . Jr: 

B: 

B: 

B: 

B: 

H.l' .Jr: 

B: 

H.l ' .Jr : 

B: 

Who is Acting Attor ney General today? 

Wall , I think Mr. Edward Xeop would be the one . the 
assistant, -I don' t know it he's acting , but it it's 
about the matter that you were working on last night, 
he's the closest to the Attorney General , and has been 
working on it, wi th him and tor h1m. 

llell, I've just talked with Mr. Hull and !/.r. Hull 
agrees with me t hat the Attorney General should give 
ue an opin!on on i t . 

Yes . 

tlell now, when are we going to ge t it' 

Well, do you ~<ant 111e to locate Mr. Kemp and have him 
get in touch with yout 

Let bim get in touch with Huntington Cairns. 

All right. 

Hunti ngton Cairns. C-a- i-r-n-s. And I'm &1 tting here 
i n the Treasury welting t or t hat to annear. I thought 
we were going to get 1t. thil morning. 

Oh well, I - I' m sure that they were wor~lng on 1 t very 
late last night. It wee my understanding too that i t 
woul d be over there. 

Yes . 
But maybe they're still wor~ing on it, but I'll check 
because I know that l~r . Kemp tu~d I believe Judge Townsend 
has been worki ng on it. 

1fell, see hou good you are. 

I will , and I' l l call you righ t away. 
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H.'I . Jr: 

B: 

p,•• . Jr: 

!1 : 

B: 

H.". Jr: 

3 : 

!! . Y. .Jr: 

B: 

t! . , .Jr: 

B: 

H . !-~ .Jr: 

B: 
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\fell, call Ur. Cairns, he 1 l l be here . 

All right , I will. 

:67 

But Mr . Hull agrees >r1th me that >~e ought to have a 
tormal op1nion. 

Yea. All r1ght. 

And - you can make a note or th1a . The State Department 
is go1ng to ask the French Embassy w~st 1s the1r purpose 
w1th the rest or theBe- What•e lett or the order, you aee ' 

Yea. 

Not t he three that have escaped but the rest, whatever 
they are. 

Yes , I see. 

You see? 

Yes . All r1ght , I'll -

Thi a 1s really terr1bly i mportant, you know . 

Yea indeed, I'll got something to you right away. 

I don 't see why 1t ' s so d1tticult. 

Yea. w--11 I ' ll cheek on it, Mr. Secretary. 

Tha!lk you. 

R1 ght away. 
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H.LI.Jr: 

Operator : 

R. U.Jr: 

0: 

n. u .J r : 

o: 
S. l1. Jr : 

o: 

H.II.J r: 

0 : 

R. M.J r : 

0: 

ll . !.I.J r: 

0 : 

ll . Lt . Jr: 

Bello 

December 2, 1939. 
2:20 P .ll. 

Secr etary Bull i s on his way to the hotel 
and he ' ll be there in about five minutes. 

Be on the way t o the hotel? 

Yes sir. 

_ca 

Well you know its the dumbest thlnp Mrs . Spangler -
I was sitting right here or in the washroom and the 
boy comes in and tells me tha t Mr . Hull 's here . 
I was right here. 

You were in your offi ce? 

Yes. 

She sai d she r ang your offi ce twice and you 
didn't answer. 

Well I was i n the washroom. 

Oh - oh well she didn't know t hat. 

And llr. Hull has gone now to the hotel? 

To the hot el. 

All right well I •ll do it- I •ll have to do it 
thru the \Vhite Bouse then. 

All right. 

All right, thank you. 
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TREASURY DEPARTMENT .:s9 
INTER OI'"FICE COMMU NICATION 

Saloa of opot atarl1ac liT U.. fttar rep<>rUac 'b&llb tohlo4 1.287,000, troa 
tho follovlac aouroell 

!f oo...r~lal oo .. eraa ••••••••••••••••••• •• ••••• ••••••••••• ' 1',000 
B7 foHlp 'b&DD (Far Sut a-.4 ~) . , •• • ••••••• ••••••••• &. 203,000 

!Wtal • ••• ' 287,000 

J7 oo ... rcial oo~••·••••••••• • •••••• • •••• •• •••••••••• • &. ~3,000 
J7 for.t.p. ).MD (~pe) •••• • , •••••• •• •••••••••••••••••• •• &. 76,000 

tow. •••• ' 119,000 

o.u .. llllla tohl1ac ~.ooo ........ u to lriUaiL Oolltr.l a\ U.. ottlolal 

ra\a ot 11,02 liT U.. f ollowiac .._rtiac \NIDI 

I. 9,000 liT tu OhM• laUoaal llllllt 
I. 8,000 liT U.. la~loaal 01 v 111111t 
' 5,000 loT tu aac ... v !na.a\ Oolp&OQ' 

~.ooo tow 

!be other i"'>>r.._\ GIU'HDOlH oloao4 aa follovu 

:rr-ll tr­
Cidl.Un 
htaa tr...oa 
Je~cU 
Oau4l&ll 4ollara 

!be Je4erallaaern 111111t .._rw to u a aiLi~\ ot pl4 ft1'&14 a\ t2,107,000 

'by tba Jlllllt ef u.a lepw.'blio, Ool.odla, ooaalpo4 to U.. h4eral leaern Jalt ot 
lev York. 111e 418pi81U .. ot We aiLi~\ a\ U.. preaaa\ U• 11 alalon, lol\ 

abl.-ta of pl4 tr.• \M O.t.nl Ja1t la Oo!.-ia- uvallT -mbot far 1M 

&eeo11a\ •• u.. :r..t.Pal ·- Jiaak at ·- taft. 

CON Fl DENT IA.L 
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A ... ._ •• tiapa'* .. ..,. ... :- tiear .-.- --.. ..... u ... aUu ... 
~let 1a all ...-w 1a ,_.. -.,. die- aurna- ta u.. •-"-1 
r1 .. 1a .11,.. ¢- leoaUT. illnac ..,. pee\ , .. ._. ..,. ¢ .. at •11- 1a 

Joal>q t..pnftl .... ,..,.~. 0. .. ....._ 19. U.. V.I. eqa!Yalea\ el * :...._. 
price, leoo U. l..ltper\ \az, - lle.!J9f• t.a_., 1\ .,.. !SC).51f, AI U. .._. 

-at 11 a ldP!T apeeaJ.aUft ellatz 11M U. t..pert&U• el •11- lata Wia 1a 

prebiltlW ...,.,, -..&er u- u. nee la u. prl .. at au.,. leaD ua a 

cornG'lac at u. auwr -~<•• I'MI&lUac 1a • .,.... at u. ellen ,.11u-. n 
,.. later rapor- \bat U. Ia._ -.ulea 'lrr'wap lear& pee .... • roeelaUea 

ou.op0114lac tra4111C 1a torwvt all,_ ""'11 :o. ..... !Jtll 1a n• at u. olaeoUe 
co..UUou b. \Ill -at. 
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!!!H!!!!! 
.1. tolocraa of lleoUber 2 , 19}9, fr..a U.. .I.Mrt cu ....... 7 a t 

CWJ>clcia.c r ea4o ov.botanUal13 .. tollowu 

CD llecooober l a •oober of t» Jabaoo7 otaff hlquiM4 of 8'-­

coocernla.c u .....ou~~eaent 1Jl tho prooo on In .. ber 29 to the etteo\ 

that the ZzeeuUn Yuan paooo4 a rooolution mtborhia.c U.. forsation 

by the IUA1otr7 of Co-..icaUoDa of a Chill& 1'ruoportat1o11 CoopQT to 

control all railwAT, higbwe.y , air an4 watorwe.y tranoportation in China, 

Shoahan oaid t hat t he J'oo Shia.c aotor tr8Daport orpD1•at1o11 but 110t tho 

Southweotern TruoportaUo11 Co111p8lQ' would be tato11 onr bT tho new COJIP&IIT• 

!he reaolutiou 11 1a. t he nature ot a cbo.rtl.l'. accordinc to t.ntormatioa. 

recel nd b7 tho labaooy, ...t uzalg.-aUon of odotta.c trenoportat1o11 

04tnoho mat bo broQ&ht about thro~ necottation. It wao 11ecooo&r7 

to onrco110 a croat deal ot oppooi Uo11 In the caoo or tho roo ShiDC 

'l'rodiJIC Corporation which h a ouboi4 i&r7 of the loroip 'l'ra4o 

Cocmiooion and t ho UDiTert al Trading Oorporatio11, 
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JJr YORI ~IUlS - Dec.-ber 2, 1939. 

Prllld1"l A..all 'Oiritollaly 
8uillf-lll to Mototoll 
p~· on Bomblnlll 

- Bsat'LUI D. BIJ'I,.&W 
......., ,. T.- ... ... Tl--. 

W~M, DM. ~A m«aa ....... ................ .,. ...... , 
oil ~plilte\1 U.. _.. ., dfl6r\ te 
R-\ii!M ct OGJt .. aaw ............, -........... ........ ... .u..r -.'CIJJal4at ..... u.~ I« at-
\&dd.._ .......... .,.. .... 
a.M .............. ... ... 

~.,-·-r-
lathe uPt of t"U~ ... 

.,.. of \Us tnt' •"*'\"' ... lui 
Ja,.. tn J11oe. ~ J\_,. 
to ... eom,.J4lte.. , 

TM eml&ti'O wu til I ~fill a 
pu.bU!t l t&le.IDdt WUM fit t.be ....... 
W-"l art.r a COfL(I N-ftC. wllb her• 
tarr of 8ta-ta CorcleU Ht.~ll ca.JUft l 
ror a ---.tJoft of e\ldll bueSM-. 
Altbov.lb ROMI.a wu not mutlon.C 
b)' niUDe, any mo" tba.ft .hpan wee 
a YM' Ud a halt ap, Mr. Roo~• 
vtlt branded tbt IoVItt (Joverru'l'l tfl\ 
by d.elarltlf tbat t be tmbarro wa1 
tUrec:ted to n atlol'le "ob'fiCMll lr 
pUt)"' ot 1ueh ••unpnwok-s bombo 
lf\1•'' u bad occurrH. 

TI.XT OP' THI ITAT&MUIT 

Tbe td\ of OM ~aat'e • \At• 

alt:ft\ rODIOWi. 
1'11• .Amotrlca& Qonram .. t , ,_,. 

Ule ~ ,..,a. ..._.. tott 
.om4 diM ~ a ~Itt et 
~__...... ... Uloe 
•• ~ .. ~ ... aM .... 
e~tlo...,..tq ot d,..._ po,.S.~ 
t.lon.s ~U.. ·· 

Tbll aon.n~~~-••t ..,,._, te '"' 
..... that ... u.o,..-u. ~ 
t q ........ DOl bl at'"a 11\&W'W 
._..,........., La Ute llt'tt ., .... 
cut~ et _..cu. u.at 
Amerleao ..avtaetv" .rl aM , .,. 
portt.n Of al,.,lp .. , aatOMUtittJ 
equlpt~~•ct ud mate.ri.Ut .... n~ 
t t..l tol&b'pi&U _..v tact11re wUl 
Mar tAle tact lll mind MtO,. 
eqoU&Uaa ooatract.e tor tht ._. 
portaUOI'l of lb- •nkiM to nt.­
\Lolu ob'l'loUel7 pll~)' ot •VC:h u•• 
pi"'''HM \o:lllblftl • ~ 
U 41UoiW _,..._ wu " "" tt tM ___., ,,.. UMo tact ,...,, 

1\ ... .... .utetl1 ~w. ..... ..... 
• .u .. u..- ........ tM .. 

o f•pap r.n:r.....-

::.n 
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... 21 

-'-1.- Ooaala•• 

Buol, lii4Hb••. ~~eo ...... J, 1939. 

~ l!oDOl'll'blO 

- a-.. .,. Ott ..... 

Vaahiac'oa. 

S1rl 

I ban tho honor to ret• \o .;, tel- of l>oca'ber J, 12 noon, roporu., 

that tho Chlnooo 111 B'aaol aA4 llaiphoac ooDCo4o that •DD• DC ba.o '"" COI!>tvo4 

liT tho .r_.. ... an4 th8i tho Jap&llooo lllll'->7 octl1'1t7 hoo op.-..4 to tho aorth 

&Dol 110rth•ot . fhlo a411loaloa, which h nllota.:tloto4 b7 other ICNJ'OOI at lnto_. 

aUoa, puh an d t o a p.rlo4 of 1Dteuo opocul&Uon 1114, for tho UM llolDC, 

elorltloo t ho wi4ol.J' 4laouuo4 prolll• at tranoportatioa to ChiD& na ID4oohlaa. 

11D4or axhtinc ooll41 Uoao, or unUl tlul Chlnooo can robb llannlnc 1114 el.r 

t hat rl61on <If Japaaooo troopo, tho oeJ¥ f•ollllo ........ a-..o at traneportaU• 

h Chlaa 1'1a lD4ooh1aa la tho ID4oohl-l'UDaa llall_., 

!bio .._,_, 11 pr.t .... wpoa tho faot that t ho O...h&IIC rood 11 110t 

rlo47 for 80\or traffic, that lt will aot loa rea47 for ooDI 801ltbo, 1114 thot 

l h ,.,.,_ ._u7 will "' appz n•t•lT J thouoan4 '""'a ... th. AI I ho.,. 

roporte&, tho r~roo•tatlno of tho nrlouo oil oo_..loo, wbo ban oarllt"o.ll.J' 

lllnoUp.te4 thlo roe4, onluto thot U will roqulro a -.lor ..-nnruotloa Ott 

oorta1a oooUoao to "-••• tho roa4'o a.peoal \7 'Miroe4 that -=oaat. !Ill -.1ft~ 
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,.,.,, or a trat!ic ot 3 tbouat:.D4 tone a conth pro~oooo tlult tho Japueoo 

bo~bin& pl~.noo will lonft tho road 'Wllllolooto4, .tllcb 1o quUo 11nllnl.7. 

Ia addi tion to t ho 1Ddocb1aa-YW1U!l llellftT, coDCtrni~>& vbicb a report 

lo ln orepar~tlon, tho Ohinoeo vill undoubto4ly haTO rocouroo to a coolie aDd 

?"D1 or•t .. or tranoportat1on. I u ~onod tbat oueh a or•t• 1o boil>& organ1•e4 

! or t ho countal.nouo r outoo north or CaobaJ>& and tbat a certain uount ot tUJ>& oil 

M4 other Chlnooe uporto 1o alroll41 arrh1J>C in IDdo-ChlDa by theee mMDo. 

Vhether uti croat .... CN.Dt """ bo 10 t rauportod, eithtr trom or \o China, 1o b1&bl7 

speculttiTe. ~or the tl~e beinc, 10 tar aa 1 haTe been able t o aeeertain, non• 

or tho oil co"P"J'1eo are 1Dtereate4 in t hou • ..,, or trt~UP<>rt&Uon. 

Por thooo oympathetio to tho Ohineoo oeaoo tho ol tuation muot be Yiowod 

with oo" o poodeioa. !!'hero 11 nov little pooo1b11Uy that tho not otero of 

ou;>pllll 1D and around l!aipho~~g CAll be t1"1\ftoporhd t o China with ut~ 4ocrce ot 

upodltlon. It wou14 &"Poor that a portion of thou ouppl1eo vill hno t o 

'b<o tranotor!'od to Razocoon, tor deliftr)" by tho Bunla road, aDd tbat a portion 

will orobably r emain at Haiphone until tho 1aouo between Chino and Japan 11 

4oci4od. 

4ccor41~>& to - comontatoro , tho J tq>nooe vill filld it 41tt1cult to e.xteDd 

t heir pooltion aueh f arther northwarcl, ccopt "P tho rher ,...lloy t wub P1JICM, 

unlou tho Chbou reohtanco collcyooe. At tho .,.., U : o, it will be c11fflcu1t 

for t ho ChiDoao to r otate Jenning, unlooo a otronc encircling movement throatono 

tho Japanaoo Uu ot cOl:IUDlcatioao. In tbio connection it h ot,..ooe4 that 

tho Chinooo ba· .. noftl' retaken an iii]>Ortant a1lit&J7 obJoctlft , 'l'ho co-ntotoro 

conclDdo thet Japano .. aerial acUYity 1n Xllangai, J:veicbov aDd pouib17 Yunnan 

will bo lntonoltiod, 

Ia .,., tho J~~puo .. al>PMf t o ha'ft o'btalnod u 1~rtut ouccooo - tha 

capture ot llt.aniJ>C roducoo coao14ora'bl7 tho a.:nmt of l>lpplill that cu 'be traa .. 
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_,_ 

... 
pono4 t o Qdu na Ia4eo'rl• aD4 u.. .1..,... .. -.. --' aa • ..,.... -.. 

trow lll>ioh 'boalt1DC• ot Chiao .. poa1t1oaa , a1tb• oinl or a111\U7o oaa 'Ita 

41rooto4. lloraoorar, ulaoa tho Chi .... elqiMUo raoriiiC tho -.ad -'" ot 

poollno now otoro4 111 aliA arOWIIl Lwlcohaw (lltiMto4 at a\ 1••' 500 tbouall4 

pllono) , tbo Japaa11o will oi t bor 4ootr07 t bil wital oo1111o41t:r or aa:r - ooptvo 

a oubotaaUal ~. 

Original ADA II oopioo to tbo llepartmont 
Cep:r to .. bat IT, OlluDcldiiC 
Cop:r t o .. 'ltaoa;r, Po1p1DC 
Oop7 to Ooooulato GODeral, BoiiC)coDC 
Copr t o Conllllah, SaiCOil 

S00/515.11 

CSI1oor 

. 
Charlot a. lloo4 rt", 

.t.zorioaa Oonov.l, 
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rROX: Amer1oan Legati on, Heleinlt1 

KO. : 400 

QLTEI December ~. 1939. 

8!RIOTLY CONFIDENTIAL. 

Today vhen I aalted the J'1nn1ah K1n1ater ot 

Foreign .Uta1ra regard11l8 h1a oountry1 a tinanci al. 

a1 tuation, he into.-ed ae that the 1'1nn1eh X1n1eter at 

Vaah1ngton had been authorized b7 h1m reeterday to 

request aaeietanoe trom the Un1ted State• Government 1n 

ra1aing t so,ooo,ooo 1n the Un1 ted Stat... 'l'he X1n1eter 

t or foreign .A.tta1re atated that Ambaaaador Steinhardt 

had advised h1m indirectly that in the United Statea there 

vae every dispositi on to make it eaaier tor the Finn1ah 

Government to aeoure tunda. Tanner apparently hopea, 

aa I reported 1n September, that t1nano1al. aea1atanoa 

may be auppl.1ed by the Un1ted Stat•• Government directly. 

8CHOENJ'ELD 
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DEPARTMENT tY STATI: 
WASHINGTON 

December ~. 19~9 . 

The Secretary ot State preeente h1a ooapllmente 

to the Honorable the aeoretarr ot the Treaeurr and 

enoloaee one cop7 ot telegr .. no. 400 ot December 3, 

1939 trom the Amer1oan Legation at Bele1nk1 (paraphraee) 

ba~ng reterenoe to t1nano1al matters . 

Encloeure: 

rroa Bela1nkJ., 
parapbraee ot no . 
400, December 3 , 
1939. 
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-;<ro'JP IIEBTINO December 4, 1939. 
9 : 30 a.m. 

Pre:sent : 

rras ton : 

H.'\\ . J r: 

Gas ton: 

:! . !! . Jr: 

Gaston: 

H. M.Jr: 

Gaston: 

H. M. Jr: 

Gaston: 

llr.Bell 
llr , oravee. 
llr. Poley 
Ll r . Duffield 
Mr. Thompson 
Mr. Gaston 
Mr. Cochran 
Mr. R1efler 
Llr. Viner 
llr. 'Nh1 te 
llr. Harris 
111s a Chauncey 

l'lbD.t have you gotf 

Notb1.'"\S except your trawlers. Tbore are still 
sone fUrther facts to be round out and the 
question is: who is to elicit the facta? I 
expect they will CCIIle to some agreement w1 th 
Justice today as to who is to make a fUrther 
investigation. In the meantime, we will hol d 
all ships or that descr ipti on. 

I am waiting for a piece of paper f rom Huntington 
Cairns. He was at the house last night at 6:00 
o ' clock. Every time I hear the s tory i t is dif­
ferent. I want it in writing . I have about 
five different versions or it. How many ships 
there a ro, wher e they are ••• • 

I don't think we know how many there are . Yle 
know that two ships got away. l:e know that 
there are three 1n addition on which this deal 
was either being ..,de or ia pending and there 
may be s ane others . 

I want s omething. 

He has dicta ted the memorandum. 

Will you get it to met 

Yes , I will. 

Tbe Attorney General should give us a rul ing now. 

I would suppose so. So~ebody has to make some 
furthe r investi gation. 
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H. li .Jr: 

aas ton: 

H. ~ . Jr : 

oaaton : 

II , Ji , Jr: 

01\StCI'I I 

a .M. J r : 

Gaa ton : 

H,N, Jr : 

!'OleJI 

H. M.Jr: 

Foley: 

!l, loi . Jr: 

Foley: 

H, li , Jrl 

FolcJI 

179 

- 2 -

Well, are JOU going to bring it to the at tent ion 
ot the &ttorn•:r oeneralt 

Yea , we are going to t1nd out wbo 1a carrying 
the ball on 12:118 thing. 

Who will diHct ua what t o do. 

Yes . 

'lhe coast Guard isn't going to try to overhaul 
themt 

No, we are not going to try to. 'lhe orig1nal 
order was to go out and t1nd where theJ were 
and J<eep ua advised tmd it theJ should come 
in t he terr1tor1al watera , hol d them, but we 
never ordered t h em to bring them bael<. We 
canceled that order and we will just let them 
go. 

Between now and noon let me have some thing. 

I will let you have a complete memorandum between 
now and noon. 

Ed? 

I have a letter, an order to ahow cauae on the 
Bank Of America, &DJ tim& JOU WOUld like to aee 

it. 

It will be ao.,.t1llle around 10:15. I will call 
you . 

All right . 

It will be around 10: 15. 

o. K. 
Herbert , I want JOU to sit 1n a meeting I nave 
got at 10:00 o ' clock. 

Ed , do :rou want to clear 70uraelr a t lO: l 5t 

Yea, the. t will be tin• · 
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~ . !t . Jr: 

:~arr1s : 

·•arris: 

H. :.• . Jr : 

Harris : 

Durtl old: 

. l . ~ . Jr: 

Du~ n. old : 

!l . li . Jr: 

Duff1 eld : 

H. !J! . Jr: 

Duf:l el d : 

Coch ran: 

- 3 -

fllU.l e you are on it, Huntington Cairns was 
talldng with me about the British certificate 
plan. 'lbere was a stor'J in the Tribune that 
the CUstoma agents were goins to enforce i t . 
He was all upset about that . It was ki nd or 
lmesame bare Saturda'J. I had to take that , 
too , then Sunday. He said the State Department 
is qui te upset about it, not our part , but the 
implications. It Huntington hasn't already 
brought 'JOU up to date , go and see him. Did 
he bring you up to dat e abou t the State Depart­
ment? 

I can ' t hear you f or a truck going by. 

I say i f Cairns hasn't already br ough t you up 
t o date, he can. 

Ye s , he has. 

'X ill you take i t fr0!11 now? 

Yes . 

!80 

I have a tentative appointmen t to s ee Steve Early 
at 10 :30 • 

Do it befo re m'J press conference. 

I will. 

Co get a pillow and camp there. 

Did 'JOU ge t out the relea se on the •••• 

It should be downstairs about now. I t had gone 
to ~>e mimeograph room before l came 1n here . 

~e made an elgb t percent allotment on those two 
percen t bonds. There is about 21 million dollars 
worth or five thousand or l e ss , whi ch isn't bad. 

Cenet 

'lb8 t 1a all. 

Argentina is taking ano ther 2t m1ll1on dollars or 

gold toda"J. 
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!! . &. Jr: 

l! . M. J r : 

Cochran: 

l! , ;.!, Jr: 

Cochran: 

Gaston : 

P. !l . Jr: 

Gas ton: 

ll . t< . Jr : 

hell: 

P. . :~ . J r: 

Jeston: 

E.ell: 

r.. t.t .Jr: 

Bell: 

- 4 -

can't we kind of throw in a little silver to 
show them bow kindly we reel toward them? 

Vlish we coul.d. 

•ralk to these various economists tba t drift in 
and out of here about dropping the price of 
silver down to 30 cent s . 

!81 

You don ' t want t o talk to tho State Department, 
do you? 

No , jus t Treasury. Will you? 

I am arraid tho Latin American section rlll be 
uneasy on that just now. 

That indi cates we coul d sell another type of 
baby bond pretty handily , doesn't itT 

Yea . The baby bond is a better buy than this. 

There seems to be a demnnd for an 1nt ersenl1ns 
security in small amount e . 

If we have a refundinS, maybe wo can set aside 
some for cash. 

In small brackets. 

Yea , seriously. 

I thought we shoul.d consider a new type of securit7 
to be issued regularly after the fi r st of the year 
like the baby bonds. 

I coul d make it for a lons term and payable in· 

installments. 

Vlhy couldn't you say tha t Yle will taka all cash 
sUbscriptions on this thins up to five thousand 
dollars , same terms and everythins else . 

Well, you could , ot course. ·r don 't know whe ther 
you want to start that at thin timo and favor 
those on every financing. 
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t!. ~' . Jr : 

~·ll : 

H •. ~ . Jr : 

bell : 

cell : 

'-'&::!ton : 

oley : 

ro ley : 

:: .n.Jr : 

H. !.! . Jr: 

Foley : 

- 5 -

'lhink about it. It ado an aw!'ul l )' good hit, 
that 0811 "l oophol e" plan. 

J uat don't overdo it . It might be a failure 
next t11no . 

We will think about it . 

All right . 

Next time we wil l call it the Gaston plan. 

I prefer that . 

Dann:r hos got some be~ter ones than tho.t . 

192 

At Cabinet , I got into a very heated argument 
w1 th l.!r. Edison when he was very much upset over 
that letter on Consol i dated, and t he President -
the reason he got so upset is , the President 
said, "Charli e , wha t do you want to do , Jus t 
gi ve Consol i dated a handout? " 

Good. 

"Well , I ce.n' t find any pl anes ." And thon he 
and the Pres i dent got i~to this argument and 
then - about there being no armor plate. I 
said, "You • ,·e got six million dollars especial l y 
froo Congress and you haven't used a dollar of 
1t. " Then he to ld mo , ·~t isn't so,• that he 
hLid used some for the navy's own plant in lies t 
Virginia. 

For their o•m plant? 

•raJ<e a look at that , will you? 

Suro . 
I am klnd of on a hot spot . Somebody told me 
they hadn't used any of that six million . 

They didn 't use it for the purpose fo r which they 
got i t . I don 1 t know about their own plant 
business . 
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Foley : 

H . ~I. Jr : 

?oley : 

H. !! . Jr: 

:Coley: 

F. . M. Jr: 

r oley: 

H. l' . Jr: 

Caston : 

Duffield: 

E. U. Jr: 

f oley: 

Durt1e1d : 

Foley: 

H.V. Jr : 

Fol ey: 

B. M. Jrs 

- e -

Doea lln::Jbod:Y know Cl-aa Relver1ng whetbor ho 
heard tl'OJl Coltt 

He cleared the release w1 th tbe War Department 
and he has got the Colt people down th1e morning . 
You d1dn1 t want to see themt 

Yea, 1 ! they would do it, I would like to ahake 
banda w1th tbe head of them and thank h1m and 
tell h1m I appreciate it. 

All right . 

An,y tlme between now and 12 : 00 o'clock. And I 
want to announce tbat . 

I ~i the letter n-om tbe Atto n1ey General, the 
op on tha t 1t 1s o. K . 

P1no. 

1ba t ought to go over this morning . 

Herbert , where is that lette r that you f ixed upt 

I sent i t in. 

Do you n.nt to announce the Colt thing at your 
press conterenceY 

Yes . 

'lha t Una, 4: OOY 

We will have to move f ast to get it done by then. 

Yes , to get the A. 0 . 1 s approval, but I think it 
1a all right . 

Well, see i f M~ss Bumgardner can locate h1m. 

She 1a all right . 

Yea , ahe is. She is a good g i rl. 

ltr. Viner, how i e Chicagot 

103 
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Viner: 

H. M.Jr: 

V1nor: 

Fol ey: 

E. M. Jr: 

Foley : 

!l. ii .Jr r 

Viner: 

H.!'. Jr: 

Viner: 

H. !.! . Jr: 

Viner : 

H. L!. Jr: 

Foley: 

Viner: 

H. M. Jr: 

- 7 -

Very quiet . Watching you on Moe Annenberg very 
closely. 

I am not the fellow to wa tch, 

They don ' t believe it ia true , 

I put Mr. Foley on notice that I wanted ample 
notice if there was any talk about any deal , see, 
so that any deal - I mean ample notice - I want 
plenty of time to run acrose the street. 

I have go t rq linea out. 

\Voll , tbe Attorney General l oaned acrose to me 
in Cabinet and said to me , "Annonberg i a going 
to Jail. • 

Oidn' t I tell you I had my lines outt 

And if Viner was alone he would still say he had 
his fingers crossed, 

I will say 1 t even though I am not alone. 

184 

You and me both. Does Chicago - are they interes ted 
1n Mr. Skldmor e? 

Yes , they are. 

So am I. \That about JWr . Ski dmore. 

Well, they say he has plana t oo. 

Let' a ask about Skidmore. When is that coming up 
to tbe Orand Jury! Will you write that down! 

Yea . 

Some of them really hope they won 1 t put Annenberg 
1n Jail , because they think thi e Government - the 
Republicans think thi s Government , when it suddenly 
became righteous, didn ' t really moan it, but if 
they d i d mean i t, it would help them too much. 

Help 'tlbo! 

Regraded Unclassified



vtner: 

H. l! . Jr : 

Viner : 

H. Jl . Jr : 

Viner : 

e.• .Jr: 

Viner : 

e. u.. Jr: 

Viner : 

B. M. Jr: 

E.M. Jr: 

Haas: 

H'. l! . Jr: 

Haas : 

H, I! , Jr: 

Haas: 

- 8 -

The New Deal. 

Well , that takes a t wisting k1nd or a mind , 
doesn't itt 

Well , the past r ecord wu pretty bad in Chicago, 
aa you know, the reoord or this Adlll1n1atrat1on 
on that. 

After all, we made a chief offender a judge. 

One or the chle 1' off enders. 

lly arch enemy. 

Adair was the wors t ease. Be was appointed a 
federal judge in southern Ill1no1a. Be had a 
worse record than Igoe and a more open one . 
But they are wa tching him. There 1a lots or 
interest. It is like a football game or like 
the war, they don't think t hey ~forecast it 
but they see a range or posa1b111 t1ea. There 
i a lots of talk in the papers. 

Anything else? There waa lots going on l ast 
week. 

Yea, I saw the report. 

Oeorget 

(Ban<11ng report to Secretary) Here a re aoDlO rou­
tine matters. 

What did you hsvet 

I don't know, I think i t was aooe variety of 
int estinal flu. 

Are you all right now! 

I reel much better. 

165 

Personally, I don •t think you e>an hold your liquor. 

Tba t is r eally very bad, beoauae I only had one. 
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H.~. Jr : 

Baas: 

H, !J' , Jr: 

P.arr1s : 

!! . !i. . Jr : 

Har1·1a : 

Harris : 

F. . Y.. J r: 

F.arr1:s : 

!' . ~• . Jr : 

Harr is : 

t.· . rJ . Jr: 

Harris 1 

H, !I. ,Jrt 

\ f 
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I still say you can ' t hold your liquor. 

I thought I could do better than that, 

I think you bad better go into training next 
time , George, 

BasiU 

Nothing. 

Are you going to give me a memorandum on ab1pp1ngY 

Well, I would llke to but I think you have gene 
of f all wet on this trawler business. I think 
that i s tho 1110st ridiculous thing I have over 
beard 1n rrq life, 

Well, i f you can convince me that thoro is any 
difference between transf erring a bomber with 
guns or a howitzer and an oft"enae l eas l i ttle 
tr&wler that can make possibly six knots . Tbllt 
t~<es a long stretch of tho imagination and the 
lawyers may buil d up a ease but I think i t is 
childish all the way tbrougll. 

If you don' t mind my saying so, I t hink you are 
eaopletely wrong. Have you read the lawY 

Yea . 

Do you Jmow about t ho Alabama ease' 

Yes . Every country today i s quoting lntemational 
lew. 

I am sorry , I completely disagree with you, If 
we don ' t live up to inte rnational law, what i s 
t here to l ook forward to 1n this wo r l d? 

We are just living up to international law to 
refuse a couple of tugboa t s. 

These boats happen to have been built - some of 
them were anyway - during the las t World Yle.r. 
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l!arrls : 

!! . !l. Jr: 

Ea.rris : 

l! . :.' . J~: 

2rr1a: 

E. li . J r: 

E. lt . Jr: 

";.hi te : 

f!. lo' . Jr: 

'1\hlte : 

Sel l : 
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Sevoral or them are over 23 7ears old. 

The French didn't tako t hem in 1919 because 
th&7 couldn't use them, but even I can under­
stand the law aa7s speoifieall7 that 7ou can't 
sell these things , boats. I mean, there isn't 
much difference between a boat and an ai.r plane. 
It is the old neutrali ty thing. 

You can't sell planes and fl7 them over the 
border, but 70u can push them over. The7 are 
stretching the thing so far the t 1t ssems strange 
we would struggle with tbat. 

I am sorr7 to hear 70u sa7 that because I don't 
even think 1 t 1s stretchi ng . I don 1 t think 
there i s an7 chance for bending the l aw i n this 
ease, but if you don't wa.nt to g ive me a memo 
on shipping , t hat is all right . 

I am s till working on that. 

Thn t is all right with me. '!be Treasury la"7ers 
and the At torne7 General a re not hesitating. They 
sa7 the law hae been broken and we happen t o be 
charged with the police power. 

Bar1'7Y 

How would 70u like this report on oil to be bandledT 
Ie i t to go trom CUrrie to you or from us to 70ut 

l"r= 70u to me , I judge. Who is writing it? 

One or our men wrote i t and it has been passed 
around to the men who are supposed to pan a> 
it. They have read it and Currie hu now the 
original to go over - with hh o. K . 

I don ' t 
ror it. 
-etins 

ca re who it comes rrom, but I am waiting 
I want 70u here at thi s 10:00 o'clock 

I am having. 

'!hat 1a all. 

I have nothing. 
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H. II.. Jrl 

Bell ' 

a.u. Jr: 

Bell: 

H.li .Jr: 

Fell : 

H. rJ . Jr: 
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I have nothina. 

You will have a memorandum tor met When are you 
comins 1nt 

Well , I would like to have a little time. 

Quarter ot l2:00t 

I will try to be ready by then. 

Do the beat you can. 

Yes, I will . 

O. K. 

:?.ea 
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TREASURY DEPARTM ENT 
PROCUREMENT DIVISION 

WASHINGTON 

-1ft 
December 4, 19)9 

In converaation with COlone1 Bunul thU IIOrnille he inforlllld 
ae that Mr. Bloch I.&i:DI! had been 111dicated by the Prencb 
Eabaaey u the one who wu to canter with ... concerning t.he 
French requ.1reunte o! allaimla allorw, 

lie further atated U>.at, although Mr. Bloch Lainlf was supposed 
to haw been at the war Department last '1\l.ea~ 1 nothing haa 
been heard !1'011 bioi to date and that aa aoon aa he deaignatee 
a tiae !or the ueting I will be further infol'lledo 
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TREASURY DEPARTMENT 

INTER OI"F''CII COMMUNICATION 

~ foHlp exch•ap ...-loot - DOt a '1V7 ezcU1Jic a!falr \e4air, al.u...ct& 
tho .,1.,.. of oter1hl11 tr..,.acUo• lau-14 coul4erab17 oTG' that of Ia~. 

In .l.looterdell, the oterlliiC rate ........ froa 3·~7/16 to 3· 91-11/16, ao4 Jut 

prior to our opon1J1C, lt - qw~to4 at 3·91-J./4. !he l nl\1&1 quotatioll i a llow 

York vao 3· 'Pe3/4. Sbortl7 ther aa!ter U.. h4aral. bool'TO llallk of llov Tori< .,._ 

coln4 .., or<lor troa U.. llul< of Lahia to oeU abo11.\ ~.ooo. .Aa tho Latri­

BoJIIt luo4 shill tbo Fe4oral. oll17 ... "'PPrO:d-to -t to o.U. \n bo Oil the aa!o 

o!4o, the J'o4oral. ool4 oll17 1.200,000, ao4 hel4 tbo 'bal.&J>Co Ill ab~ODCo polld.illJI 

eoDflrutloll of the actu.l UO'Illlt t o 'bo oo1d, Part of thlo UOllllt vu ool4 at 

} . 'JOe}/& alld the roaab4or a\ 3.~1/11. 2lle oterllJIC rato nbooqUIIltlT 4ool1Jlo4 

14 J,~J/4 about al4ea!torDOOu, ao4 ro-"'"4 at that 1nel for the root of tho 

dq. 

Sal. eo of opot o terlliiC br the four roporU~~e b...U all4 \be Fo4oral. lloool'TI 

B&llk of llov Torlt: total.o4 ~56,000, froa t bo toUovillJI oourceot 

!7 COIIDiroiel co.D.Ceru •• •• • • •••• • • • • , • • • ••••••• • ••••••• ~ 

!y forolSJl balllt:e (Far Zaot ..,4 Europo) , ,,, •••• •• • •• • •••• 

l!r J'o4oral. llooerTO BUlk of llow Tori< (tor Latna) .. .. .. 
!'ot&l. ••••• • 

Pw-chaooo of opot otorll~~e aiDOIU1h4 to ~.ooo, ao llld.iceto4 bolow1 

J7 co~rolal concerA8 • • •• • ••• ••••••• ••••••• •••••••• •• • ~ }01,000 
By forolJIIl baDlt:a ( Jaropo ao4 Far Zaot),,,, ,,,, ,,. , •••••• ~,000 

!Dtal ••• • ••• , ,000 

Cotl41l blllo total.iiiC ~.000 ware ool4 to the l!riUoh Colltrol at tbo 

official. rate of 11. 02 117 the toUowlJ~C roporti~~e 'bUikll 

• 7,000 br tho llotioD&l Cltr llallk 

~ 4,= 1>7 tho Oo&ar&llt7 ~t Coll'&llt 
1 , 1'otal. 

DvillS the paot t ow 4aro, tbo rato for U.. C&lladl&ll 4oller ot~ to 

12-1/ 2$ 4loe01111t, 4uo t o plll'chaooo of that aarr- 1>7 • oo- rolal. ooacol'L .Aa 

thou purchaooo haTe llOV 'boon OOII'lota4, t ho rate oofhllad to 13· 1/,. 4lo00'1Ult. 

CONFIDENTIAL 
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!'roach fraDCt 
Oodl4ara 
Switt trace 
llelpa ·_ 

: ~o 

Vo oold $2,5()0, 000 1n pld to the Central li.U: of ArconUu, to be a44e4 to 

ita earurked account. 

lie pw-cha .. d the tollovillc 8110W>h of cold fro• tha oU'lUrked accOWitt ot the 

baakt 1n4icato41 

!he 7edoral lleeern li.U: of liev Yorlc roporhd to -... the tollovinc ohip .. nh 

of pld: • 
$2,537,000 troa C811a4&, ohipped 1>7 the li.U: of 0811a4&, Ott-, cou1pe4 to the 

Pedoral lleurTe liNilc of Iw Yorlc, tor oalo to the 11, S, Me~ Office 

at Iov York. 
2,091,000 fro• Sooth Mriea, ohipped 1>7 tho South Afri can lletorft Bult, oou1pad 

to tho 7edoral Ileum Bult ot Iov Yorlc, to 1>a ~ked f or tho accOIIIlt 

of the BetherlaDto Bult. 

71f;,ooo tro• tho Iatharlando , ohipped 1>7 the llottor4• llult, oona1cno4 to the 

Ouarut7 1'rv.ot Coop~ ot Iw Yorlc, tor oalo to tho 11, s . Mt~ Office 

.,..,.,.,....,= at llaw Yorlc, 
$; .m, ooo OZo tal 

!ho otata•at ot 1DCOa1nc pld ohip•zah tor llaooabar 4, racoi-..4 fro• tho 

Fedaral l!uono llazalc of I• Yorio: ohoYed a total of $5(), 906, 000 1za .,u ., route 

to thh countr7. Of thit total tJ5,472 ,000 1o to be. oaraarlcod at tho 7o4.,.al 

ieaor.-. Bult of liw Yorlc, the u oatar part ot which, $25,878,000, 1a for the 

eccoUDt ot tho llatharlado Jazalc. !he l>alaDCo of about $15,000,000 1o to 1>a aold 

to tho 11. S, Mo~ Ot1'1ea at liev Yorlc or to tho 11. S, M1zat at Saza J'raaclooo, 

'l'ho 11, S, aqul.walanh of Lolldon opot 101111. torvwori. oU.-er prieaa ,. •• 41,371 

ao4 41, 21!1, ra~aoUftl.T, Baa4T ad lleraan'• prlca tor foreip o1lnr ,.. ....,.. 

ehanco4 at ~3/lfl. !he fr•U1U'7'• price ,.. alec nMbnl"d at 351· 

Iza Iov Yorlc, we ...U tin pv.rcbaaao of oil'ror totalinc 425,000 ouncao, udar 

tbc 511.-ar Pllrchaaa .t.ot, 
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- · - .. prioe tu.t tor •11•• 1a IHhr ~ u *' .-, - elooK. 
n - repor te4 oa * Dew 1- U- tllat a ~ 8peal»ho le .. peeit.iaa la 

1
nnr, elreedT \oWl .. 25,000,000 _., 11M '"-Wilt 11p 1a h,..,, Ia41aa 

tro4on aaUo1pete4 \llat ... ola'• eotloa ~' ~ w.J.4 o..a to 1Muue 
~ tpoel1l&Uoa, 'llhilll ot.rte4- Iuope _, \o ••• u4 tllat \boo OOIItliot w.l4 
brllll a ro-Uaa of llaar41-. "" tlla part at \boo I114laa ,UUo, u it 414 1a 
prorlou varo. ........ ... \lloo '-""tor oll1'11' 'T Wp-oe'U\q ooarooo u. oo ttJr 

botn onl.r a tow tllauoaa4 -•• a 4q. 

~ONFIDENTIAL 
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TREASURY DEPARTMENT ! 92 

INTP OFl'lCE COMMUNICAl10N 

Vorlta Pr ogre.. A4a1n1atrat1on report • a bow an 1Dorean of 
25 ,000 eapl orea, troa 1,962,000 for tbe veelt en4e4 loT .. ber 15, 
1939, t o 1,947 ,000 tor the weelt en4e4 loTeaber 22, 1939, •• 1a 
ehown 1n the attaohe4 tabla• an4 ohaJ't . 

Attaohlllenta 
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veelt Endtnc 

19}9 h 1 Maro 
Maroh 8 
Maroh 15 
Maroh 22 
Maroh 29 

Aprll 5 
Aprll 12 
Aprll 19 
April 26 

Mar 3 
Mat 10 
Mar 17 
Mat 211-
Mat }l 

June 7
1
, 

June .. 
June 21 
June 28 

Ju17 5 
J ult 12 
J uly 1~ 
Jul7 26 

Auguat 2 
Auguet 9 
Auguat 16 
Augult 23 
Auguat }0 

Septeaber 6 
Bepteaber 13 
Septeaber 20 
September 27 

Ootober ~ 
Ootober U 
Oot ober 111 
Oot ober 25 

No•ellbar 1 
Nonaber II 
Honaber 15 
No't'taber 22 

Bouroe: Work• Prosr••• A4a1n1a,ra,ton. 

l1111ller of Yorbr. 
( ID 'hoiiAIIA•) 

3,0)2 
3,009 

~::§ 
2,980 

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

2,736 
2,66o 
2,623 
2,6<)9 
2,600 

2,593 
2,590 
2,5711 
2,551 

2,31111 
2,2119 
2 , 250 
2, 200 

2,0112 
2,~ 
1,977 
1,11911 
1,~2 

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

1 ,903 
1,1175 
1,11911 
1,902 

1,901 
1,930 
1,962 
1,9117 
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19}6 
June 
Jul7 
AUglllt 
8epUaber 
Ootober 
Nonaber 
Deoeaber 

1937 
Januar:r 
Februal')' 
Karob 
April 
Ill)' 
June 
Jul)' 
.luptt 
Septeabtr 
Ootober 
No· .. aber 
Deoeaber 

1938 
Januo.r:r 
rebruar;r 
Marob 
April 
Ma;y 
June 
Ju1)' 
Auguet 
8epUaber 
Ootober 
No•Jiaber 
Deoeaber 

1939 
Januarr 
Februar:r 
Marob 
.lpr1l 
Xa;y 
June 
Jul)' 
.luguet 
8epteaber 
Oot ober 

Souroe : Work• Progreaa A4a1n1atrat1on . 

•uaber ot WOrker• 
( ID thoua&D4a) 

2,256 
2,2119 
2,377 
2,~2 
2,581 
2,~3 
2,192 

2,138 
2,1r.6 
2,115 
2,070 
1,999 
1,821 
1,569 
1,~ 
1,1151 
1,476 
1,520 
1,629 

1,901 
2,075 
2,395 
2,582 
2,678 
2,767 
3,053 
3.153 
3,219 
3,346 
3,319 
3.094 
2,986 
3.~3 
2,980 
2,751 
2,600 
2,551 
2,200 
1,~2 
1,790 
1,902 

Montbl)' t1gurea are veekl:r t1gur•• tor the 1ateet 
veek ot the aoutb. 
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TREASURY DEPARTMENT 
:ss 

INTER OFF1CE COMMUNICATION 

DATE 

CONFIDENTIAL 

December 4, 1939 

TO 

Mr. H • 

SubJect: 

Seore~ary orgenthau 

The B ness Sltuatlon, 
Week endlng December 2, 1939. 

Conclusions 

(1) Evidence is increasing that the war in Europe is 
likely to prove less or a strengthening f actor to business 
activity in 1940 than had previously been expected. In 
addi t i on, an unbalanced situation has been created by the 
concentra tion of activity thle f all in the durable goods 
i ndus tries. This partly reflects an advancing of orders 
tor henvy industri al materials and equipment that would 
otherwise have been placed in 1940, and to that extent Will 
deprive business or a certain amount or support next year. 

( 2) Nevertheless, aside from the unbalance in durable 
goods production, the domestic situation remains strong. It 
ie largely upon this, plua any war orders that may oome in 
that business must rely f or a further r ecovery later in 1940. 
Acong various favorable influences, it may be noted that: 

(a) The orders booked by manufacturers thia fall 
have not yet had t heir full influence on industrial 
activity. 

(b) The consumer-goods outlook ia much more satis­
f actory than the outlook tor capital goode, and continues 
t o be strengthened by a rising trend of consumer i ncomes. 
A setback in industrial production in 1940 may therefore 
be largely confined t o the heavy industries. 

(3) The outlook, in any event, ia not tull.y clear. An 

upturn in sensitive commodity prices which occurred this week 
coi ncident vtth the invasion of Finland, if continued, may 
initiate a renewed buying movement . 
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seore t arr lforgenthau - 2 

!he general aituation 

Industrial production inoreued turther in No•eaber to 
an Index leYel ot 124 or 125, acainat 120 in October, accord­
ing to confidential data from the Fed&r al Reeer.e Board. The 
rue reflected chietl7 an inoreaae in the production ot duro­
able goods, raieing atill turther the ratio ot durable to non­
durable goode production, 

19"1 

The unbalanced ai tuat1on created b7 an abnoraall7 high 
proportion ot durable goode in the total lnduatrial output 
reMlne an element ot nakneaa in the domeetic bueineaa out­
look. The sharp riee in heaYJ goode production in recent mont he, 
out of proportion to the upturn in coneumera•a goode, apparentl7 
represente a bunching ot ordere tor eteel products, machinery, 
and railroad equipment in a abort period, through tear ot price 
Increases and deliYary dltticultiee, when ordinarily the7 
O'CUld have been epread oYer •••eral quarters. To the extent 
tha t busi ness haa been taken from 191io and concentrated in 
1939, orders tor theee produota aaT be reduced in the tiret 
halt ot 194o, contributing to a reduction in bueineea activity 
a t that time. 

Present indioations therefore point to some eetback in 
the FRB index during the first halt ot 194o, to which oontir­
metion is added by the recent falling ott 1n new orders, and 
by the ef fect ot aeaeonal adJustment• on the index. The de­
eline may be largely oonti ned, howeYer, to the heaY7 induetriea. 
The outlook tor ooneuaera' goode is atrengthaned b7 their rel­
atively moderate production inoreaee eo tar, and b7 a r ising 
trend ot consumer demand generated by increased con~umer in­
comes. 

War orders outlook disappointing 

It ia becoaing increasingly apparent that the war in 
£urope is likely to proYide tar leas aupport to American 
business than had earlier been looked tor. ot the t wo eourcea 
ot increased bueineu that had been w1del7 expected - war 
ordere from Europe and increaeed trade with South Aaerica -
neither seems likely to deYelop ae anticipated. European 
Orders have been limi t ed by the low oonouaption ot war aateriala 
so tar, and by the Britioh program ot confining all but neces­
ai toue buying to Empire countries, or t o countr1eo taking 
Br 1t 11h manufactured producte. Even 1n Canada, howeYar, not 
even 'educational' ordere tor munition• haYe eo tar been 
pl aced 1n any recogninble quantity, according to the Financial 
Poe t of Toronto. 
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On the contrary, various evidences are oomlng to light 

t h.et the war is h&ving a harmful influence on the demand tor 

various American products. A seriously reduced export demand 

tor tobacco , apples and other fruits, passenger automobiles 

and various other produota, has been di rectly attributable to 

the war . 

: sa 

So tar as South American trade ie concerned, recent 

development e indicate more clearly that increased sales in 

t hose countries in any appreciable volume will be contingent 

upon 1noreased buying ot South American products in thls coun­

try. Lacking euoh reciprocity in trade, South American pur­

chases will neoeesarily be diverted to other countries where 

t helr oroducts Will be marketed. A step was taken in that 

d1r ect1on last week by Argentina, ln announcing that her pur­

chases in the future will be confined as tar as possible to 

Gr Pat Britain and Fra nce. In turn, these countries will buy 

Ar~entine rood products . Negotiations are reported under way 

to sell 40,000 tons ot canned beet to Greet Bri t ain and France, 

1n addition to 6 , 000 tone t or wh1oh France has already con­

tracted. 

The steel situation 

Since the recent business upturn has been largely depend­

ent upon iron and steel and related industries, t he situation 

1n these industries, as it develope during 1940, will be ot 

major •isnltioance in the businese outlook. 

Last week's announcement ot practically no increase in 

steel prices t or tir~t quarter delivery is expected to have 

l ittle ettect on steel orders, though it may cause some deliv­

er1es t o be deterred to the t~ret quarter. Slight price in­

creases on some produota have had the net ettect ot raising 

the I r on Age composite price tor finished steel to 2.261 cents 

a oound from 2.236 cente pr eviouely. 

'~'~~1le total orders in November were eubatantlally below 

the high level or October, t he aubetantial volume ot orders 

&till coming in has been eutticiently close t o the volume ot 

ah1~ente to prevent any marked shrinkage in untilled ordera. 

Consumers and distributors are et1ll preaeing t or shipments to 

mee t current needs, which auggeste that the volume ot steel 

go1ng directly into consumpti on may be greeter than generally 

r eal 1ted . 

• 
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lbile the atael induetr, doee not expect the current 
record-breaking produotion to continue for very long, according 
to the Iron Age, there i a etill no indication of a eharp drop 
e1 tber betore the end of the :rear or in the early part of the 
first quarter. But aoae indication of weakness in the outloolt 
is seen in a further decline last weelt in eteel scrap pricee. 
(See C~rt 1) This hae carried the Iron Age scrap ocmpoe1te 
price o $18.511, as compared with a peak of $22.50 early in 
October. 

Scrap prices are often taken aa a measure of demand tor 
steel. Recent price wealtneaa baa been due to a falling ott in 
scrap buying by mille to the lowest point in months, increased 
production or scrap resulting from higher industrial aot1T1ty, 
a heavy movement out of accumulated stocks, and the partial die­
crediting of recent reporte of huge European aorap purchaeee . 

New orders remain down 

The level ot new orders during the tourth week of November, 
•h1ch wae affected by the Thanksgiving holiday, was sl ightly 
lower than that of the previous week . (See Chert 2) Textile 
orders declined to the lowest weekly total eince June 1938, but 
steel ordars and other orders were well maintained despite the 
holiday. 

The low level of textile orders during November, with pro­
duction continui ng at a high level, has doub tless reduced the 
industry's backlog of until led orders. Orders in the paper indus­
t ry, en the other hand, are reported to be keeping pace with 
shipments , and in machine tools and aircraft recent new ordere 
are said to exceed shipments. 

'!'he price ai tuation is becoming more f avorable tor in-
cr eased ordering, Judging trom improved price trends last weelt 
in various futures markete . The Dow-Jones futures index (see 
Chart J) turned eharply upwa.rd, with notable strength in cotton, 
wheat, and sill prices, and upturna in prices ot varioua other 
co~od1ties . This tollowe a rise in British pricea which began 
several week.s ago, as indicated by Reuters ' index. 

While the upturn i .n cotton prices baa not yet brought 
increased buying ot goode, a1111 are i mpreesed by the tact that 
buyere are preeelng tor delivery on preTioua ordere, which suggeeta 
a rapid movement into reta1l channel&. A atrengthen1ng factor 
in the octton marltet hal been a recent boom in pricea at Bombay, 
•blob baa carried pr1oea tor Indian cott on to t he higheat level• 
1n aan1 yeare ae compared w1th American. Thie will etrengt han 
the export demand tor our cotton. 
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current bueineee nen 

The New York tiaea i ndax declined 0.3 point to 105.6 
durlng the week ended NoYeaber 25, repreaenting a eetbaok 
ot 1.6 po1ntl fro• the h1gh reached two week• prnioualJ. 
Wblle eeaaonal adjuetaenta for the tb.an1tag1Ying hol1d&J a&ke 
ob&ngee in the index of doubtful e1gnit1oanoe, the adjusted 
ngurea a.how that aubatant1&1 deolinu 1n the indiou of 
1u.11ber production, aieoellaneoua oarloadinge and 1 all other• 
carload1nge were n.ot quite otfeet bJ upturn•. 

Railroad earning• inoreaeed in Ootober to the h1gbeet 
l eYel a1noe about 1930. (See Chart ~) Met operating in­
come waa ter aboYe that i n aJ11 110nth ot 1936 or 1937, al­
though oarloadinge th1• 1ear were not auoh higher. 

200 
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