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-A-

Ap1.nl\-
Cieft1t1•t.• Plaa 41Hueed '117 'lall&oe an4 lllllr -

12/la/)9 ••••••• •••••••••••••••••••••••••• ••••••••••••• 228 131 
a) DJr net.ea tlla\ be will fi&bt. to keep t.uiJ11 

poMr wi\bJ.D \be Treaa1117 
b) W*"•oe mt.ea tlla\ l'llR bee l ed h1Ja to 'b.Uen 

be 1a 1at.ereat.ed 1a Cen1t1oah Plaa ""-"" 
it would be oah14e the 'lna4pt • 

l) Dl'r net•• be 4oea DOt appron of 
thia pb.Uoaoi'IIJ 

2) lallaoe alao at.at.ea that he tiWilta 
it. 1a aialeadiq to the pabllo 

Appolotaet.a aod 11 .. 1anat1one 
SulliT&A, John L, 1 IIII.Jr C>onmllte Leon lleDderaon OOIIClern1ng, 

aa Aaa18\aat S.Oreiar,r- 12/11/)9........................ 38 
f olq, ldw.rcl lf.a Offered Aealoient. Secret.~lp and 

retaaed...................................... ............ 40 

- B -

Balance of P&1Jitmte (Eat.1aate4) 
CooopariiCID of flrat. three quarter• of 1938 all4 1939 -

l'llR a.U IIII.Jr to 41101l1e ...orandua with h1a -

12111/39· • ••• • ••• • •• • ••••••••••••• ••• ••••• •••••••• ••• •• • • lll-A 
Berla, Ad.olpb A. 

ExpreaMe hie opinion of trend of phlloaopby of Aaerican paor• aa the war denlope1 Calma -oraod1111 
a HIJr abowe to rDR- 12/12/39• • ••• • • •••••• ••• •••••••• 126 
b) l'arlq all4 IIII.Jr dlacuae - 12/14'39• 

See Boot m, pace 4 

- 0-

CbJ.Da 
S.. liar Coadltioael Strateclc lar llateri&le 

Col.-la 
11M liar Condltlc:eal Lltlo .berioa 

-D-

DoMIII>arc, lict 
s.or.t. S.rnce plck.a up 1o Bead., Orecc:eJ reputed C.-unlet., 

OOPD aaeat- ~39·••••••••••••••••••••••·••••• • • •••• • 47 
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Boot Pap 

,.,. Credit AdaUt.i.tn.Hca 
Bill aod BJI1r ap1!l diecuaa B.Ul '• reai~~~&tiOIIJ 

BJ11r ad'liMa •aUtille tiel!\" wtU rDR hiaaelt 
aaka tor reeiiD&tiOD - 12/12/39••• • ••• • ••• •• •••• •••• •• 228 

a) Carl Ladd diecuaeea witll III&J'r - 12/13/J9 ••••••••• 
b) Rill &&&ill diaouaMa oitua tloo with BIIJr attar 

aeetDc lallace- 12/13/39• ••• • •••••••••••••• · •·· · 
1) llallaoe calla Earl,y tor a ppoillbent tor Bill 

wi til l"DR 
Pill&Dcinc, Qaye..-t 

llaroh Hotea, RefUnding ora 
IIIIJ'r consults with Discount Corporatioo, Firat Boston 

Corporation, etcetera - 12/ll/)9 •• ••• • • • • •••••••••• 
Open Market Ca.aittee aeetillC- 12/11/39 •••••..••••••••• 
Annouao ... nt ot offering- 12/12/39 ••••••••••••••••••••• 

a ) CabliOd to Parle &Dd Berlill - 12/ll/39 •• •••• •• •••••• 
Closing ot .ubeaription booka- 12/13/39 •• ••.•••••••• ••• 

Fole7, Edward B. 
See .lppoilltaenta and Resignatioaa 

Opan llari:et Ca.ittH 
See 11n&nc1ng, Government 

ottley, J'olm lt., Sr. 

- 0-

158 
286 

292 

66,72 
T1 

115 
106 
124 

Opening of account diecuaeed wi t h KMJ'r- 12/13/39········ 312 

-s-

StataiDenh by BIIJr 
Before eubc,_j_ttee of eo..J.ttee on .lppropriat1ooa, 

Bouae of Repreaentatina (ExecutiYe Seaaica) -
12/13/39... ...... ......... ...... . .. ..... .. ......... . ... 262 

a) III&J'r diaauasea at 9:30 -tiDe - 12/U/39: 
See Boot .m, page 22 

Sulli....,., J'ohn L. 
See .lppoilltiDeata aDd Rea1gnat1011a 

War Conditione 
Be1&1uaa 

- II -

Be1g1&D Aabaaeedor preaanto Theuni11 oonditiono ill Be1giua 
tllorouahl,y d1ecuaal0d with IIIIJ'r &Dd Coobrao - 12/13/39... 254 

Buaineaa CoDditionaa 
Buainua aituation tor week e1141D& 12/11/39• 

Baae ... or&Ddua....... ......... ............ .. .. .. ... .... 11 
Baaa toreoaat tor 1940- 12/'-2/J9..................... ... . 192 
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War COD41Uoaa (Conti.DIIed) 
C1oejq Ac;rr ntao 

- W - (CoaU.Dued) 

CoDio11dat..t A1rcratt Corporation• lla.Jor neet, 
Prelident, oalla; BK1r pre! ere not to ... h1a 
WltU alter qrer"ent b.u been reaohe4 -

Book 

12/ll/)9 •• • • ••••• •• •••••••••••• • ••••••••••••••••••• 228 
!xchance aarket· re"""""- 1~/12/39, et cetera ......... . . 
l'i.DlaD41 

Loan through Export-Import B&Dic diecuaeed by HIIJr 
and Jooee- 12/10/39•• • • • • •••• ••••••••••••••• • ••••• 

a) Cotton memorandua on Export-aport B&Dk credit-
12/13/39 ••••••••••• •••••••••••••• ••• ••.••••.••• 

Cochran and Procope diacuae pouible l oan alter 
Procope1 a conferences with Jones ant\ Pierson -
12/ll/39 ••••• •••••••••••••••••••• • •••••••••.•.•••• •• •• 

Pruer (Leon) consult-.! peraou.Uy by Cocbra.D ccncei'Ili.D& 
8ll;f poss.ible neaotiationa 1D llh Iork tor private 
banking credits to F1DlaDd- l21ll/39···•••••••••••••• 

Urpla.Des, guns, et eeterao ll'ooc1r1Dc tells BlUr he 1s 
opposed to auppl.y1ag •nee it ' s c011perable to our 
own interest•- 12/11/39·•••••••••••• •• •• • •••••••••••• 

Jape.Do 
FiD&Dciel Attacb<# confers with RliJr and Cocbrec on 

aold ship.ents- 12/13/39 • • •••••••••••••..........• ••• 
Latin America• 

OolOIIbia• 
Foreign Bondholders Protective Oouno1lo Traphagen asks 

to see RliJr elone concernin& "irreducible m1n1mum• 
formulated b;y Couno11 1D connection with debt 
adJustment- 12/13/39 ••••••• •••••••••••••••......... 

a) III&Jr transmits ... orant\um ot interview and 
copy ot Trapbaren •eaora.Ddua to Jones end . 
l'ellea - U/15/39• See Book m, per• ~8 

Suuel Lewischn a aka III&J'r tor appo1Dteent - U/13/39 •• 
lleutral11i7 Act of 19391 

Coobra.D -on.ndwr alter lii&Jr'a talks with Purvis, 
Butterworth, etcetera- ~/)9 ............ . ....... . 

a) 7ee1a that PDR definitely duires to etop 
exporta of •olybdenwr to CenlllC1, Ruaaia, 
and Jape.~~; "HKJr'• biabl7 confidential task 
to explore poasibilitiea witb 1Dduetrial 
leaders cODCerned• 

b) Oocbra.D bopea ruponaibili ty tor publici t;y 
~cot be 'l're&all1')' 1a end tbllt Mtter will 
not be handled through Liaison O~ttee 
ot three tor forei,gn purobaoin& lll.aeiona 

Pace 

46 
187,~60 

1,3~ 

238 

9 

10 

~5 

2~ 

251 
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- • - (O..U..S) 

ar o.diu- (c:a.u.-d) 
~ 111Nlca (8r1U~)t 

)'t·=eiol .&cr • ta toft alt\&1aed b)' Meri-
Maeq, Pan..,~ eo.. cle ~. -12/ll/39 •• 228 

a ) ~'a 41-aica wi\b pNN Nporled 
b)' AMr1eea ..,.,.., Poria • 12/12/39 .... .... .. 

b)~~~-~-~~~~~~-~~~.: ........ . 
1) PiAMDt ncrata tbat clalq 1a tru.aal.ae101l 

boa pre"NDted Ilia 11'1'1a& 1Jnited Stat .. 
f.rea.ar,y ttret word ••••••••••••• •••••••••• 

o) AMriO&D M&NJ, LoDc!Oil, o-t• Oil tut 
aa oiroulated 1a ParliaMDt • 12/13/39 ••• •• •••• 

a...at Britaiat 
Butterwarth mel CodlrAD oGDter at IIIIJr'a b ... -

(12/9/39)1 CocbraA --...41a - 12/U/39 •••• •••••• 
a) lhztterwortb Nporta ca l.atwrln bet-

.,, &Me mcl leJmed;rJ Brithb repNaeatatine 
1a lJD.ited statee &l"rrOI&1nc tor 41apoaal ot 
Britilh~ cloll&r NO'Itl'itiaa baeperacl b7 
laolt ot preoiN 1aatJouot1ooat Briti ab TreaeUZ7 
,...t .... to boleS NO'Ctl'itiaa Allcl ao. ..... or lorean, 
ot Bank ot EacJoDCI, ,...tara to boleS cole! 

l) IIIIJr agrees witb GoYernor !forBAD 
2) IIIIJr 1aatruota Butterwortb to report 

to Britiab 'fraaiNrJ tbat clelq 1a 
hondHne aaouritiee baa .. cia bacl 
1epreaa1on 1a Unitacl states 

b) lol1b4cua 4110Usaecll Roobeobllcl and two otber 
aooobere ot tb• 1Dcluat>7 joiD tbe &rOUP 

l) Induatr1al1ate proaiae -CiftDclue 
aetttae tortb poeitioo oono~ 
exporte mcl poaeible ottaete b7 
.lluropean conr-te - Butterworth 
to 41-a •U... eatter 1a Poria 
nut week 

Spacial MOCNDt I 

a) I!IIJ'r tbiDlte tbia plao .. Britiab 
taoe to taoe with queatica ot 
aa.or1tic1De certaiD buataeae 
l.atU"eats to prennt neoesa&J7 
eatals re&cbiD& • .._. 

b) Buttarwortb clo .. .1121 tb1alt tbat 
Britiab will acleP' &OOilcaiO 

B&DOtiODe acaiDat U.S.S.R. 

IIIIJr aab Federal lleaerre B&lllt ot l ew York tor weeltl.J' 
00Dt1dant1al Npor\J Barri- atatae 1aatruot1cae 
do Dot 1Aol'lllle autborit;r tor IIQob reporl • 12/12/39 • •• 

a! a..Jr 41-ae• retuael witb BarriaoJI ••••••••••••• 
b PS.u.t to ba aaked to ..........,. 
• p~ OOilt .... witb CoobraJI - 12/13/ 39 •• •••••••• 
cl .&lltborbatica J"&&ai ftd ~ B&lllt ot lllcJ one! • 

l2/14/39t 8ae Boot _m, pepe 56, 101 

161 

2.30 

6 

191 
280 

256 
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lu CODd.itiOD& (Coza\s-.ci) 
Ship • o• 1 n tat.ez 

- I - (CODti.Jw..s) 

!'r«Dch Trawlerea lluttield aeka Justice Deparl.aellt 
to clear treasury tar eeoape eince 'rree8Ul'J' wae 

Book 

aotiD& UDder cootrarr inatruotiono troa Justice 
(Peareco-Allen colu.n)- 12/ll/39··••••••••• •• ••••• 228 

a) Justice later report& they conlider co1llllll 
beet ignored- 12/ll/39······················· 

Stratecio War Materialaa 
Mataloa Stewart memorandum- 12/13/39·•••••·••••··· · ·· · 
llolybdenuaa See liar Cooditiaaa• Neutrelity Act of 1939; 

Purchasing Mission (Britiah...Frenoh) - Great Britain 
TuDaaten1 llbite memorandum "" usee, world procluoUon, 

United states illporta , et cetera - 12/12/39 ••• • •••••• 
Tunsaten and !ina Chinese production reported by IUDS 

to Chan tor !IIIJ r; shown to 1'llR - 12/ll/39 •• • •• • •• • ••• 
a) Kap ot sourcea •••••••••••••••••••••••••.•••..••• 
b) Cochran aaorsndUD oo oODterenca with Chc -

12/1.3/39 . ......................................... . 
Switzerland• 

Soury (F111ix) calls on Cochran attar returt1 rroa 
New York and ottawa- 12/12/)9 ••••••••••••••••••••••• 

a) Cochran repeats that Tre&aury policy since 
outbreek or boetilitiea baa been t o accept 
gold only upon delivery in United States 

War Purchases Boerd: 
KMJr'e memorandum of visit from Feia who asked HMJr to 

do something about the Collins BoArd - 12/12/39 ••••.•• 
a) Collioa and HMJr diaouao- 12/12/39·• ••••••••••• • 
b) ExcllBoge of correspondence between FDR, \Var, and 

lla..,. on obJections to ColliDe Board - 12/13/39 •.• 

73 

71, 

248 

129 

98 
99 

2S3 

163 

125 
195 

200 
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Deeellllel' 10,1181 
(Dlot&Uil Deoellllel' Uth) 

.. ,111'4Q' n1Ch1; 1;ho f'l1111llh lllnllt&l' talkM to 
• and aaked ae to 1;allt 1;o Je11e Joau 11u14aT abon 
hh loan u Jonu -• gol114r 1;o loan 1;0irll ....,,,. nlCh'· 

l 

I ~poke 1;o Jon11 &1; IIOOD &'boat 1;he J'lllllloh loan 
and he Mid he thought he would lead 1;hoa tlll'M or fOUl' 
allllo111 1;hl'o'lllh the bpozot-IIIIPOl't lank &114 .-J.d I ro 
alo• wUh hlllt I Mid 7e1. Be •• rolalr 1;o talk h 
the !'Nildent 1111 tho wlopholll Oil' ••e hlll at 0111 o' ol.ook. 
J:rtdenU7 1;he l'l'elldellt ••t han rtna Jone1 detllllh 
order• 1;o aake 1t 110,000,000. 

oOo-oOo 

.. 

Regraded Uclassified



(PI:Bn:COi'Y) 

Air 11&11 

Jo, 26 

SUbJect: ~cant aeporto ao to Caob&Ag Road. 

ne lionoralllJ 

Sir: 

fhe Seer otar)' of St ate, 
V&shlmcton. 

2 

I baTo the honor to rotor t o q dor.>&tebto ""*· S ad 17 of October 

20 and lonaber 25, 1938, l n roQU'c!. to the pooolblo uUlluU= ot the 

C.Oba:lc road at a r oute of traJ1oportat1on t o Ch1lla. !he De;>srt- vlll 

recall that t he """or1t7 or oboernro ara f&r f ro• bobc eo:>TiJoeed tbat 

tb&t ::-oa! vlll onr be ot c:reat Taluo 1n the tra:>op0rlat1011 oebt.o. &.cent 

oboe:-r.ltlono atro~hen that conrtcUon, althoup certain alo-ta -.1:>­

taln tbat t he road vlll be available tor traftlc 1D tl:e :>Ot too dlota:>t 

tuture. 

J.:oonc tha Y&rlous lndlc:LUono that the Idea ot ul!>;> tl:e Cao~ 

road for he&"7 traffic Ia bel.Df; abandoned Ia t he r eport t!:at Kr. S. r:. 
CI:J.u&, connected v1 t h the Ohlneoe Mlnlat'7 o! Yar th."'U6b l::io e:plor->Ont 

vlth t !:.o Chlneoe Dlooel :b;:hleero and l!aD&QJ.t, !!as lett tor ::!&:>coon h7 

air to ox:.a!De the pou1b1l1t;r of traJ1oferr1~~& all tnclt aaocll;r 

&etlrltloo to aur-. It 11 known thot Mr. Cbe.nt; ve:>t to Ca.o~ rlth 

a :11J.!:bor o! truclta, 1n an ondeaTOr to puah thr~ lllto Ch.ba, And. 1t 

Ia =-iont ood tb&t he reported UDfaTOral>l;r ao t o thla route. OD t!1e 

other b&D4, the rnnch com•n•lac officer a t Caoba:ll: vrot~ :-eeo:>t l;r to 

one o! the oU repr•ant.s.tlyea and atated tb&t wttU:l a !ew WHka the 

road vlll be read7 tor traffic up to 2 to 3 tono. l!e a.i.!ed t!nt 

additlor.al ter rloo had boon pl&cod at Caobaac, t hat adequat e p&rll::lnc 
lob IU>4 oto1'86'0 dua;>o ( 1ncl1141n& a pown) vere be be p~ei, IU>4 

that all brldceo wro bol:~& otre:l4lhenod. 

1 • otlll wteonrtnce4 that the CaobaD;: roed rlll be ot c:roat and 

l~te T&luo to t he Chlneoo l at l onal GoYtrn.ent . !be r oad ~ be 

noal>le tor llght traffic and tor Carr;riJO« coolhe IU>4 ponies. ~ 

•rl-. of 3 thouaand t ons a .... nth 1o too o...U to be ""'re tb&n ot 
oupplr.:ent.,.,. Talue. b on 11 the French oocUon 11 eOa;>leted u otate4, 

the coutrw::tloa of roads bo:yond Plapa 1o roputedl;r a -tter ot _..,. 

.aathe. Ylth other co..,.ntatoro, 1 bollen that roa.1 tranoportatlo!l to 

Chlaa T1a lndochlaa 1o pr&et1call7 f1D1ohed unlen t!:.e C!l.bue rotaklo 

liaonlac and driYe the Japaz~eoe out of J:va:~gd . ~ •troo~C Ch!Dooo ~tort 

Ia reported at thlo Uae IU>4 ...,. be wcce oo1'11l - but ¥!>ether tbe 0'<1.C<:eu 

vlll be nttlclO!ltl;r laetl~~& to e!lal>le t he utUizatloa ot tl:.e Done !lBl:lc­
la:>DIDC roa.1 1& open to ~ot1o11. 

~t 
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&* t1ala u. .. "-n b -~ ~ \!Ia* treopa t.­
~ _.. \U:1ac ~ ia U. '>' II 4rt-. 

C!WII.IS s, IIIID It, 
A.-rlcaa CouaJ. 

~ aad. 2 copi .. ,. u. Dw;wt­
Coptaa to .._.117, = .,..... aad. Pdpiloc 
Cow to Coa•hh -.1, .,. 1:-c 
Cop:r to Coa•'at•. ,_,,. 

CS!.:ea.r 

3 
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BC 

'3tcrctcry of 3~.t£ , 

Washing ton. 

2293 Decemb~r 10, noon. 

Or:~y 

Berlin 

Dated Dect~btr 101 1939 

Received 6:41 ft~ . 

4 

3crl1n 1 s rre ss fE:~ turea t oday the nclr're s ~.vEn :1.n 

i:unich y es t t r e:\y by Economics tlin1stcr Funk em t:t-..£ llotioncl 

Soc1ol1st w~.r economy 'n which the most l.ntertst'.ng dJ.~ ­

oJ.o~ur e wr.s tho t tl-e Gtrn•on Govcrru:Jt nt hr'. s ~E nc;.>.nCC( ru.-thcr 

t ex i ncrtc scs nnd will fi n.·.nct the budge tor; : ncrt~.scs 

ncctssitc.tcd by t he w::-.r through borro1ri.ng. ··:.nY st~.tEd tl-nt 

!)ressure of t c xn tion sl!euld not be unduly :;c-z::-.std s l. nce 

th£ result would bE tc p;"r::lyze buaine~s ino.t:'!.::-. tive w~·ch 

in s pite or ::11 the st:-.te rEg\'l~tl. ons " r•£ do not ..,~s~ 

ES!)ECir.lly no,_ to d13!)EnSE \li th" • t'E ",S trt:c t".:>t the 

~c1ch1 s borrowing l'fOuld not be nocomcon1td by ~n.n::-. t1on 

~J.nce the neces sa ry rEstr1ctiona on expcnci~:re >or con­

atY••!ltion goods h.'\d r csul',;cd i n a gxocc t vollnz or s cv! ngs 

••llich could bE utilized by the Reich an-\ t!: .t ~icE end 

110C£ controls would bE s t r ictly enforced in o:·•~Er to m:in­

tcin tht vcluE of the nr.rk. 
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Pr.&£ 2 llo 229S DEC 10 1939 tro. Berlin. 

Punk rEpmttd tb£ customr:J a1srrt1ons ::s to Gn-=n;r ' a 

invulnErability to British bloclc!d£ m.msurc:s -~ dtcl::rEd 

~t Runsia would ttrnioh a good pert or t~ su-~its 

rormcrly obtoin ed OVEr3Eaa. R£ferring to tbr rECEnt 

o.-rnngEment for onc: million tons of fEtd ~~ h£ =- ~strttd 

that agrtt!!IEnt bad also been rEachEd for !!:Mo='tnt 

delivEriEs of Ruanicn mEtalaJ oil, cotton, ~ ~ol, 

and thct thESE quantitiEs would bt stE::d!ly incTc::scd ~itb 

thE ~sscgE of t i m£ . ' !l. th suppl1ts of tsscn'::~l ~rtEii 

ran mctcrials assured nnd e n incrc::sing pro~uctJ.on of 

synthEtic matEr1c. ls hf: dEclcrEd that t :l.a: w:::s -.::r'~ ng for 

Gtr,.,ny a nd ttedt its EVEntua l viotOr:J ccrt.-._:>. 

T ntoi'!ll Trtnsury. 

~SB 

5 
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nEASURY DEPARTMENT 

INT£R Of"F1C£ COMM UNICATION 

DATa Deo .. ber 11, 1939· 

, 

niiOIII llr. c' 
3 

-
STRICTLY CONFIDENTIAL 

.U 11:20 SaAri.q .oratac, De= ulhr 9, Mr. Ooohraa 11114 Jlr, hHerworlh 

,.., .. t~ U• s.cnt.&r7' • raal<S.nce. !be S.OretaJ')' au.d Mr. Butterworth t or 

a ••rud:la :wpo.rt~ the U.ternev b.twea Meaara. Whicllaa 11114 J:a11118d,T 

wt.leh )(:. lblwr-nll aU-ed.. !be -ra.DIIDa which Mr. lhltterworlh pre­

u:.ted. co...-.4 e.aJ.7 bla o- OOllftH&tioa wHh Jlt...Pv.rrla l a rep!'ll to uotbar 

nl>Ject. Jtr. ~l'U 82plalu4 tbat be ~ratoocl ri:f re~at, which 

I l:A.1 -u "* U.. S.OretaJ')'' e l.aatructlon, t or a tu.11 report of bla ooDTeraa­

<lou LA J., Y.._"k, ....t. ... at partlculal'l7 ot the a'bon lll4loah4 1Dhnlew 

bet- ,_...,_..,.. J:eudT aD4 Mr. Wbicb&L I bad rel&Je4 the lnatruotion t o 

X:. !dte~nb .,rt elearlJ vt:.a be .,.. to t he '!'..........., Sat urdq 110rata& 
~:wari ~:00 o'elbelt. :.. lad at that U• aa14 the lnhrnew wHh the .&abae­

o&cr ta:! -t be«. ft:"J lQII& 11114 that he be4 'bean o'blit;ed to leaft b.fore it 

vu cc=!-a!e4. : haii otated that he ahoul4 report lt ln wrlt1n41, neTerlbeleu. 

:o tbo See=-s.&..-r !» P '" "-""&ll.T about the ..,,. l ntor..tion vhleh he 1>44 glnn 

,.. Su=-'~ ..._~ - u:Uor 117 tdephou troa 11::., York. That la, thet the 

:w ~.--"'*1"'" .t>c bad - to the lhl1t e4 Statu !rca Loll4on to arrange 

! or <11~ o~ !rtthb 01IDe4 dol lar oecurltlee wre hanac cl.ltflcult7 ln 

obt~ p~!n lnaU"a<:t!eu . alnee Lolldon hnc1 nlcl.entl)' not aacl.e up l h 

ooo a!rd, U.. ~ pro:!orriac t o hold aec:nrltloa, and Oonrnor llo"""' of 

~bo !a:.); ~ Jrcl e:.! prt!errl~ to t.old cold. '!'be S.cret&rJ ..-rlted that he 

vu ~7 tc - =c occaa!cn oa vhlch he t hcrouchJ.J agreocl. wlth OoTOrnor 

:ro.._. 1%. ...,._.. to the SecretaJ7' a quootion, Mr. Butterworth otate4 that 

.lz~:anoocl.a.~ IAu;.t~ !:ad, .m!l• Ill'. llutterworlh ""' proaent, onl)' 'bro\l&ht the 

:ar1~1c -::;:> t <> ate rltb rHpeet to the altuatloD ln :IJlClancl.. Kr. B11tterwort b 

u;ola!u-! U.t !.e bad ldt the conference ln order to lteep an appolnhaent with 

~:r. z.ocl! 1.=. ~ t o tu. It wlll be recallocl. thAt Mr. httorvorlh haa 'boon 

tbo otticer oa ' m"'eMor l:enned,T' a atatr vho bAa worked on 'barter arr""8•­

""'"· r.lclo u Ule:t ~1~ .a.-r1CIUI cotton. 'rho SecretaJ')' lnati"'Ctecl. 

llr. ~tc...._rtb t!at he lh<Jul<! tell the Brltlah 'l'rM8U!'7 upon hla return that 

tt.tr ~•laT .. the h•ndl t~ ot t hol r oecurit lea booc1 "lett a 'bitter taato 1D 

U o -~h· :partl....:.Ul 7 after the two &41U'h 1>44 come onr here pre-blT 

wltb ...,. s::tl:ocrlq aDc1 bA4 ken jf1ftn a'GCb tul.l cooperation 'b7 the 'l're&8U!'J• 

h=tl:crwcro, U. s.cntaJ')' ~ t hat 'CID!aTOrable preaa GOmiOnt wonld 1D­

enaao ... u. 6elaJ coe• ...... 

At 11:1.0 w were Jo!.r.o4 'b7 t hree lzublatrlallata frOD II., !oriel llr, 

!!&roll! "oc~"'t'•U. Proa1cl.ent o! .t.a.er1can Ketalo Corporation, Mr. Sobott (t ) , 

?Mal~ o~ cu-z JCo~-. aDd Mr. Loeb ( t ) Motallupot ot CU.-.x 

Xo1JbU~ 

fl>o SecretaJ')' r.!trred to bla pMTloua t alks wit h Mr. Bochochleld, aDd 

u ao rwperte4 to! o COJ:Yaroatloc wlth b.\ernatlonal lllckel towrcl. cbeck1ac Alckol 

u:pcrta to l!Jlao1a aa4 J..-_ 1t -.J.oa ot •lTW.JNa are etoppecl.. '!'be Tlalt oro 

i ' • 
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reporM4 UoU r.a·ooU ..a a leooa4 of tbo \III'M S.Or\a\ •-ru, l.uJ.'IIIl­

iiiC cu-. 1:11p0rllJIC -~. wre reedT \o CO a1oac wl\11 Clt.u l.a _. 

or-nan•' aa ~ \o ..U wltll tkh Oon~. !be coat~ toolftl, 

lloWftr, \llat tM MllllllotraUoc cho \bn a Ufllllh apn11loa of 1\o poliq 

vi\lt. 1'11]100\ to lt.oWIIc • l:llpOftl h \bo a!IO'fl -\lout oR&trl11 ..a alii 

11141oato 'IIIIIU npl'cru-~ \o cl,..• foro~ -\orro for co~,,._ 

porto. 

!be fiiWIUoa Ahll aa h wtaa\ aoUoa llboalt M a:poo\ot tro. ~ ..a 
lacl.a.114 to ottoo\ tlt.o -lVI• \cba )7 tlt.o Mtal u:ponoro. !lt.o Pnoltn\ of 

Clt.u: oxpr111ot \lt.o rliV tlt.at bh oo"''I&''T tit cot toal.ro to toroo rr-. u4 

oU..r •-trio• \o lluJ.lt vp -••IUJ" 1\ocka of-~. Wiolt. clcil* \o 

1..-..rc.aliiC lahr. Bo pnforrot \llat tbo f orelcc 11oft-'• loan \bo u111\J 

of co1Jw- a4 41t.acco tlt.olr .... ut .. uoco tc Oon~t ooa\N0\1 to ocll 

for ttl b.oorpora\loc 1n allOJO• n. bict •• aloo 'bre.tl7 r4o tlt.a\ .Arrloac 

Goni'IIIIOIIt eoatraoh lbo'lll4 f&TOI' .ArrlO&II coly'blolnlll ra\lt.or tbac C•no4tu 

ulckol, 

!lt.o Mtallvctot &Oft 1.,.. toolt.ctcal oxpl.&Datlou wltb rl&2r4 to 1tool 

allOJI• Bo oxplalcot tlt.at -ccco11 WI roquirot 1n all ohol to -.ko 1t torP.­

a'blo. llolJbdoiiWI a4 'lllckol are "'""' to touclt.oll 1\, Botb colJ114111,. a4 Dickel 

are nquirot 1c tlt.o otouh1t arcor plato, flul&o\oc 1a roqutrot ta blp opoe4 

otool uot 1c CllitlJic otlt.or otool. T&M41a tollon aa tlt.o aon t.ponut Mtal 

1n 1h1l alloJ•• Cllau llolJ114oDUa bao tonlopot u lllportoct 1:11p0rt \rote lll 

oo1JbdoDua to hula vlliob oO'IllltrJ lt.a1 111>4orotoot tbo uot'elu11 of tbil rtal, 

a4 lh cotlp&I'&UftlJ oholll> prloo, a4 lt.al 'tltllbot 1t core oxtollllftlJ tbu 

• 

1101t 1hol --.fMi1lrlllc ooutrlo1. !be po111t vc1 rll11ot, bownr, tbat 1t VO'Illt 

'be of UHll uo t o nop tlt.o upon of -~ t o llu1la &Dil, rla Bu11&, to 

Ge......, 1f ulckol o01114 oUll roaeb tlt.o1o 411tlaaUou, DviDC tho Worlt War, 

it 11 'bolllft4 \bat Cuotlu O:llpOftl of ulcbl wore cot ooDtrollot. WorwJ wu 

lll tlt.o loot war 1111 l111J>orlut prorldor of Dickel to Go.._,, a4 U 11 'bolloftt 

will COilt1111le to 'bo a nppllor of Gol'aiiT lll tho prooo11t wr. 

!be throe rl1Uor1 ohovot tbo Soontaq a -1'104•, of 111liob tbq will 

prorldo 1111 orlclll&l 00J17 \!Uo wM; &D4 al1o proatoo4 to 11ol h1o a ooooad 

••ol'M4ua ootUJIC fortb \lt.olr pollUoa oc tbo fiiWIUOn of -~- O:llpOI'h, 

a4 po11l'blo off11h )7 llaropou Clo'r1..,...h, u4 po11l'blJ GV.tll'lllllc a 4raft 

eal>llcraa to 'bo 41opctolt.o4 h Paril tor coDiltora\loD wboa 11r. hUorwonlt. arrh11 

thoro~. 

Ahor tlt.o throe rlalhr1 loft, . •lt.o S.Oro\aq talltot tanlt.or wt•ll httorwortb 

u4 IIIJIOlt. llllthrwortb w1 1111\notot to lot Parle a.. tiM FOCI'"' r4o llioro 

to 4&\o 111 .,... 1\'a4J of \h11 tultloD, wtliob bot art"u117 Mac IIC1aot )7 

Prof, 111\, Yo wwld ooteanr to bcft \IM -......t.. of till co~ pooplo 

ea!llo4 h Porto 'b7 tiM tt• ~torwrtlt. rooolt.ecl , .. , ....,uol. !be Seorott~q 

tllo'atllt tlt.at Uolo .,.. a utter 111 wlllolt. w alP* be 41fllll\o1J holptlal, ftt •~~a• 

tiM •1o propoolUea W'tll.t :pU tho llr1U1b t- to faoo vi\lt. no (VIU• aa to 

wbo\bor \boJ ,.... wllllJIC to oaorlfloo oerto.ta 'lnlol- la\orolh \e prnat -MI-1 

MrJ •tall nncblcc tlliolr ....,., I W opoklea •• \bo S.Oro\GJ' pl'lrl ... lJ 1a 

J'I&CI't to BrlUu ouu loUlJIC I'U'bor co to lueta. lldtorwnll •IIIRP* tbd u.. 
lrttlu wal4 ut \o llblJ to atop• ooo..to aacoU-.,.alut llu11&. 
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u t. • ~ r .... u. ~ llaft'&M4 .._...._u .... .-~ u. 

!leore'-7'• t.n: witll .... ~ •• taoat b Pre.U..t h Ut1A1w}T 1Ja ftttrer of 
eWI>Pllll apona of ~ w Gam 1 • Jlua1a .., .r...- U Uol.e - k et­
t.cUnl.T earned. •'· ~ U -a. etepe caa k eo cooftlJa&Wd. w!.t.h etoppbc 
of aport. of oa-r •tela lila\ - ro-.1\ "" ~~. oc~ -. 'be oacll u 
1e ueiHcl.. I~ ~tit 1o U. S.C:..\or71a ~ coDticlntUl &a.ok 

9 

to upl.oro U. po..Ullltlew of w.ch etope with tba ilodlutrial load.ero 1lllo -.14 
boconce...-. 

It io pro...-4 Usa\ t.ha Preoiclnt will 4ec14.e vpoa the ...,..r 1Ja .mich b.to 
ploll ohould beco3o li::llaom \o U. plll>Uc, pro'l'ide4 it h carried out. !hl.o ro_.,. 
oibilit;,- obmlld ~ 110t be t.ha ~~ •• I'QJ'~ro. it 1o ""''a 
-twr \hat oboal4 be -.,ned ~ tbe L1&1110ll C....-1t\oo of thr8o wb.tch hao 
rocntl;,- bocl ..,._\eol \o -t foro!.p pa=haoi.JI« moaio!UI. It it vero a qo:eoti= 
of tb.ta Gon~nt d6oir'-J16 to lr.r;T 'lq> an4 co:~oern all 110qllc1o1ma atoclr:a u 
aawrial """""0&%7 \o aa=- ...., Ute.e, tho v q v oa.ld be clear. !o 41tforon\1aw, 
ho,...or, be- foro~ ~ra of 110].;,-bdema, fiR'ori.JI« eert&ill belll&eronta 
(!'raAeO &Dd WncJeecl) Cll.e ~ a,..,.,rts \o wo countriea (l!a.ool.a &Dd .TI(>all) 
which are DOt ~.-i ~r internaticmal U. u belligerents , r&iaeo .... 
doubt aa to our '*'traU:r. It is UDO!.erst.aDdable that &irplalle a:rporto \o .T~ 
have bean stopped '117 ~.,..,. ~r• on the Gonl"DMnt 1a ~eal \o their -
of proprio \;,- of ~ 8l>ch equipant t o Gontl'DMnh uUUs1Jag ~ 1Ja tlw 
boabiug of eirtllan poJAlat1o:a. \"hotl>er v_m ..... - •tal• could be plaCed 
on the """" bub, 1a a ~otio: for tlw President &Dd hlc responaiblo cali1Jaot 
officers to 4.8~ 11,7 point 1a that t1Ua ia a proble::o of .ldm.niatratlD'> 
policy which CL.l&ht ~:-ra.u tl>e ~ if thio llr,>arbellt h ginn aole re~ 
aibili t;,- tlwrefor. 

!'roll Rl. at I 0 Ya-~ :.e}legelU 0!1 \he blockade of Ce~, it is ~&l"01lt 
Uut he 1a 41eposed \o ask a lo~ of us. One c3l>lo is 1Ja \oda;,- on eo;,- beans. I 
am not o:~tirel;,- co...."Ti.Dced of hlo ~to und.erst-""'"& o! Oen~an eco-. YUh 
Gerraan azperle:>ca 1: -tsl.l=g aJ>d cham st'7, ~e;y are thn wo:rld 1 , beat dentl~ 
era or substi Ql.wa. 

• 
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TREASURY DEPARTMENT 

_,... O#'FIICK • • F ..CA'T10N 

C ONFIDENTIAL 
la4ll;r aoac U. :n...lAIIa 111a1-, llr. hocope, te1epboDo4 to &all: 1t lw 

coaJ.4 - • aa4 -~ ea ~ ~- ltj) P.ll. .. .,... b7 Ill' 
hotel obortlT ~tel' \h1a .....,. • ~ ~tenooOD aDd t.alD4 with .. *ilA 
we ,.U,04 ~or ~GriT ~·•· .. -\K \!at boo ea eJ;>eCUDC to pt aoah\­
Ol>Ce tor J'lJal.aA4 .or- lleooro. JODOto ...a J'ierooc thrcno"' a credit ~or tlw ox-
"""~ £Hrl-. -Ut&r7 uu-. !he acnmt 100'0.14 probal>l7 ba 
$10,000, 000. !be llbi-'• blo4 ~-u nn,. :IJ'lc k..,....& aa4 a J'1Jm -•4 
s-uuo llelpbc Ida ~ t.1>e- that coaJ.4 ba a4e ot ouch a Cl'6dit. It 
ao to ba IIJ'&'Icte4 \o tl>a J'lmdob""'-r1caa Col'po:r&UCID, 'llhich ao \o ba COD­
at1tute4 with a pa16-">P c.;>i~ ot $1.,000,000, C~~&:r&Atee4 b7 the :a.nJo: of 
FUl.aD4 or the 1'1=111h Goo u t. 

!he llb:1 o'\,U' tol.4 ,. t ,:!a t tl>a ()aana'\7 !n>at ae 4:raw1DC 1D 1 h 
$can" caYiaD credit l.bq; t.1:1a t tl>a 'Sa Uxal C1 t7 (a.,. t ochler) an4 other banko 
ha4 bam -ttatic 1a :NCel"f'iq Ida 1::::1.'\ bad not ~tare4 &n7 ri.Dt.ucial a .. ht­
anco, !he llbiatU' \<11.4 - that boo ae w - Jeuo Joneo a Uttle ba~cro 3 
o 'cloclt an4 'OO'll.d call • bact lattt 1D th8 ~ to lot • mow the reoaJ.h 
of hia 1Dtu-r1-. 

!be Kl.DiotU' -=ote4 • w l.eu.l .or- thA Secr•t&r7 -t &J'1'&116••nh 
lhoa.l4 ba - aa w - t.:r ~- Ida w coaa bare on ».c•bar 15 to tUJ'D o .... r 
tho tole- ·n-i"C the ~' ~ thA Doc ....... wtellMDt OD tho :riDDiob 
debt to thio oo=bj, 

!be llbiotU' abo ~ ~ t he preee otata-t ~ the Preoic!Rt 
the othor taT coa ,.. aa,lz tha ~ 'lhlch F1alaD4 h t o aka Oil ».c•bar 
15, or ohetlotr \!:ere ea - lt!otll'h"'" ~ ..-u ... ~nh beiDC ret'o.D4e4. 
I t ol4 Ida that Ill' aa,1z ~eo!p co :or..a the Deoeoobar wWlmeat, and 
that the proco t ~• 4eac11M4 h7 tblo Prewi~t of 1Doti'UCtiDC the Secret&J'7 ~ 
tho !J'waW%'7 to bold t ble ~ aa a ~· it•, ae the o~ thl"C tbh 
l'apar-tamt conl.4 do now. ~ t'czrt.bU' acUcm ... t ba CoDUWaoioD&l. I rw· 
al10dK hi& that Solc:Ht&J'7 Marcez:thau bad ~ ... u .... 1D pllWh1D& tllio -tter, 

a o tlw llbieter -· 'llitl: both the Presidel>t ...all'. Jcmeo. lD anawer t o 
the K1D1 eter' o t'llrtber - aUcm aa to wbtthwr Cooo&r•u 1001114 be wilUDC t o 
-..~ a <!Jr,wct I-. w J'S•'•"" I tol.4 Ida tlwt 1t ao ent1rel7 i.olpoaoible 

9 

t o ro.-et eoo.cr-w-' eon!"" "" GCb a ...uw, lrreopecUn ~ c1ICh &e•re1 
S1WP&Uo7 1a _.. .,_b7 ~or J'Sa'=f !I.e -.14 that ble c-t%'7 nee4e4 $60, 000,000, 
not $10, 000, 000, - that U l'1alooc4 blo4 t.be _.,. an4 smi U0100 thq coaJ.4 
bll4 .a ltD.eoia • 

.t.t 71:J) P. IL \!:a ID..ai- tel'll'b • - at Ill' hotel to the effect t hat boo 
ba4 Men llr. JODH- ttat the latter ,.. loou.l.ac a co-..iqa.a &DDCIWIC1D& 
$10,000 ,000 ......Ut e10D& the U..o - blo4 ant1c1pate4. llr. Joneo -• than 
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1•"-"& ~or aoutoa aD.d tho lllllioter - • to contl..aue .............,h with llr. 
Pi &rooD. :ror th.h pu.rpooo, tho throe cenU•eD troa IJew Tor II: .. nuoned hero­

iD&boTe ao help in& the llillioter work out dotailo o~ hiD4llq tho cre41 t are 

to meet with tho Winioter at Mr. Pieroon'o o~~ico thio ~t&rnoon at 3 o 1ol ooll:. 

'rho Winiater •• oUll tryinc t o denlop aome oyat 0111 whereb:r he could either 

oell all or part o~ the co-.diUeo for which uport credit. would be gbon 

hia, and ntilloo the ~oreign o: bange, oinco coiiiiOOdiUeo to tho ~1 ntant 

o~ t he $10,000,000, ench ao cotton and wheat, are not i-41atel.<r needed and 

conld DOt be tranoported with -..ch opeed cono14er1ng act tl&l ciranutanceo. 

Bt hoped ao .. arrancement could be worked out whereby .btrican prhate ~ 

would be willing to provi de bel1k1Dt; c redito to finland, now tlat the EJiPOrt ­

Import :Bank and R.r.c. are granting t his credit , provided ouch private ~ 

1.nt; credi to are auaranteed b;r R7t 1 1 1 :Bank o~ :tinland. 'rhe llinhter did not 

know, however , whether ouch guar&Dteeo b;y R7tl were p oooiblo, 

1b1le moot appreciative ~ the action ~ the Prea14ent, Secretar:r 
llorgentbau and llr • .Joneo, in puahing thia preoent credit , the llillioter ~eelo 

that 1t will be more o~ a geoture than &n actual help in the ia:aediete 
future , eonoidering the r eotrictiono tied to ito uee. He io anxious, there­

foro, to aeo whether Congreoe may give oome more 41rect ~torial aaoiatance 

t o :!'inland ~ter the f1rot of the ;rear. In the oe&ntime he will cont1nu.e hie 

otudieo aa to the beet oethcd of utilizi ng the ere41t now granted, and at to 

poooi billtlea ~or pri7ate benkin& credito. 1 let the Kinioter know that 1 

bed not talked with any prtvete bankero on thio oubJeet. I •• oure they 

<'Ould all be IY=P"thetic, but I waa peuimlotic ea to whether they could 
actually lend their banka 1 !UIIdo in the oircwnotancea without proper aecurit;r 

t herefor . 

In talking b;r telephone laot ni&ht with ~ friend Leon :i'raoer, I in­
quired confidentially snethar he knew of any nesotiationo in iew Jerk toward 

arant1ng private banldD& credito to Finland. He told .<::e that he had b.., 

preaent a t a meeting of bankero which Ur. Procope had eddreaaed laot week in 

o.n effort to re1ae c:hatttable tun4e for l'inland. .t.fter the ceeting the 
Uin1ster had gotten three or four bankers to one aide, including :i'raaer, 
Straus of Xubn Loeb and Jollio of Ripl ey Harrl.Clan, and had raised the direct 

queation ao to banking loano to Finland, ~he bankero, in turn, asked ~hether 

~heat loa!lo would be aee-uod, and when bOlD& Won>ed negat1vel7, r.ere obllJ>Od 

to give the Wlniater little encour&6e:ent. I told Fraser that he sao the 

onl;r one I could aok ebout such a .. tter, Iince I knew he 11&1 not in foreip 

len41ng busineaa , and wonld tell "'" confidentially eo an old !rlend whet he 

kna... He deflnttely understood that I we.a not speaking ea a Treaaury 
of!icer eolloit~ !or l'inland. 

; \ 

!0 
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TREASURY DEPARTMENT 

INTER OFFlCE COMMUNICATION OotfFI.l~KftiAL 

TO Secretary~!:~thau 

Mr. 'Bu.-)!;/if 
The Bu~;.~ Situation, 
Week ending December 9, 1939 

Subject I 

Conclu•ioftl 

(1) J. cont1au1ng iiiiProYeaent in eeneit1Ye c.,..od1t7 price•, 
perhape t he aoat significant buaineae de•elopaent ot the past 
week, renecte a growing ballet that the Rueaian-f'111nhh war 
has extended th e probable duration and acti•ity ot the Europe&~~ 
confl i ct, there~ toreehadowing a aore acti•e deaand tor caa.od1-
t1ee than had been enrtaaged a tew week• ago. 'l'he rise ha• at­
!ected pr1ncipall.7 agricultural products, 8011e ot which ha•• been 
influenced by il!lpro•ed statistical aituatione and b7 the bullleh 
eftecte ot the mid-western drought. 

(2) The price upturn, it continued, aay prortde the incen­
tive tor another upturn in new ordering. Some indication ot 
this waa aeen last week in a hea~ buying so•eaent in textiles. 
Recent weakne•e in prices ot certain induatrial aateriale, how­
ever baa not been encouraging, but it may be eign1ticant that 
our lindex of confidence• turned up elightly last week tor the 
firs t tise eince the beginning of ita extenei•e decline two 
month• ago. 

(3) J.n analyst. of t he aake-up ot the current recovery ahow• 
clearly it• CODCeDtrat1on in t he eteel induetry, which aakee it : 
~nerable to declines. .lt this juncture, one auet therefore look 
largely to the conewaer goode 1ndu•triee tor increased act1rtt,.. 
'l'he ba•1s tor an expans.ion in the production ot coneuaer goode 
is provided by a sharp increase in real i ncase• iD recant aontha. 

(~) Any rise in the FRS index in December abo•e the No•eaber 
figure ot around 125 nil be almost entirel7 due to eeaeonal ad­
juetsenta , and therefore m1•lead1ng ae a meaaura ot actual in­
dustrial acti•it7. 
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Secretary Korgenthau - 2 

!be general. a1tu&t1oo 

Perbape the aoet 1aportant de .... l.op.~ent ot the paet week 
hae been a continuation ot the riee 1n .. ndUYe ~od1ty 
pr1cee that began two weeke ago on the outbreak ot the !!Reel.an­
F1nn1eh war. ~parent t1rst 1n the t'llturee -rkeh and 1o 
Br1t1ah pr1ces, the up~ ~ now extended to the spot -rll:eta 
in this country, aa indicated by Kood7'• 1ndex. (See Chart 1) 

Th e price upturn refiecte a growing bel1et that the 
Russian-Finnish war ba a -rked a change 1n the European war 
outlook toward a aore prolonged and aore acti•e conr11ct than 
had earlier been enrtaaged, with a correepond1ngl :r greater 
prospective deaand t or c~od1ties. The poseibil1t:r ot an 
early settlement ot t he war, which had contribu~ed to unce~ 
tai nty in the specul.ati.,.e aarkets , has receded to the sore 
dis tant tuture. 

For some cocaod1 tie a, notabJ.:r wheat and certain other 
t am products , more bu111ah stati stical. situations hs•e con­
tributed to t h e rise in pricea. ~e continued drouaht o.,.er 
a l a rge section of the !Ud.dl.e l'est haa become an acti•e bu111eh 
fac t or f or farm producte a s a group. Pr1•ate es t1aates now 
s uggest that t he winter wh eat crop ~ be JO percent saall.er 
than last year and t h e smal.les t since 19o4, with the exception 
or the drought-stricken c rop or 1933. The sharp uptorn in 
wheat prices this week haa al.so been stiaulated b:r reduced 
private estiaates tor Argentina, due to troete early l.ast week, 
some ot which suggeet tha t t he Argentine wheat crop to be 
l'.arveated within t he next aonth RaJ be the alll&lleet in 23 :rears. 

Certain 1ndustr1a1 -ter1a1e lower 

On t he other hand, a reduced desand tor industrial aater1-
ala seems renected in weakening price t.rends tor· such producte 
as oteel scrap, tin, tine, rubber and tal.low. It aa:r be of 
some s i g nificance, howe•er, that our " index of confidence•, 
whi ch prortdes some meas ure of current eent1aent toward t he 
outlook tor industrial prot1te and probabl.:r renecte 1.n eoae 
degree t he attitude or iDduatr1a1 bu;rers, turned up sl1ght1:r 
lae t week tor the t1ret t1ae a1oce the beg1DD1~ or 1te recent 
extenei.,.e decline. (See ~rt 2, lower eect1on) 

! 2 
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'ftle prtoa rile ba1 alread7 ba4 101ae e.tteot in stimulating 
~cr1&1 baTlDg. !he riee in cotton prioee to new h1ghl tor 
tJ1a ye= !lla.a broken the long deoll.ne in textile or4era, an4 
pr1.lrt ol.oth ealee laat rri4&7 alone are eatlaated to haYe 
re•ftbed }0,000,000 yar4a or a oro, exoee41ng a tu1l week'a pro­
duc:U» or auoh goode. '!'he bu,ylng wae not une~oted in tha 
trade, a1oce ~ u1era were known to ha't'e ezhauated the etooka 
bougln 1D Septeaber. 

Car new orders 1D4ex ( aee Chart 3) baa not yet reflected 
~ ~1uence ot the orlce upturn. 1 aUght further decline 
1n u,.e ooab1Ded index 18 ahovn tor the flret week or Deceaber, 
~3 a reduction 1D eteel ordera outweighed minor upturns ln 
t~e &D4 other cr4era. 

RecoYerr concentrated ln ateel lnduetrr 

'lfa beTa endeaTOred in Chart 4 to ehow graph1oal1T the 
enE>t to >dll.ch the iD4ustri&l recoyery si nce laat auaaer baa 
bee3 oo3oantra ted in the ateel i nduatrT, b7 ahoVlng the actual 
nll!lber or index polnta which each major lnduatrial group baa 
coDU'1bute4 ta the coablned FR.8 index. Ot the 28-point gain 
i n tha JI'IIB index troa a low ot 92 laat lla:r to the 120 figure 
reacbed 1D October, lS pointe were due to tha steel induatrr 
ooapo::~e=ta or the i ndex ( i .ncluding production ot iron and 
at eel. , 1ron ore, and coke). 

Tbia oo-pariaon auggeata the 'f'Ulnerabil1t7 or the reooTerT 
to &DT 1Dfluenoea attectlng new ordera f or ateel. Poaeible 
decllnee 1D eteel actirtt7 aa7 be partlT ottaet b7 increaaed 
oroduot1on 1D t he oonawaera ' goode induatriee, vbloh eo tar 
haTe ~. '!'he autoaobile and textile groupe, which he't'l not 
Tit re•....., their 1937 produotlon pealte, appear to otter poe­
s1b111Uea or taltlng the lead ln the next pha11 or the recoY­
&rJ. lllllluatr1ea aeaoc1ate4 v1th thaee groupe, together Vlth 
thoaa aaeoc1ate4 Vlth the conetructlon 1Dduatr7, apparant l 7 
baTe rartheat to go to reach thelr preYioue hlgh leYele. 'l'hl.a 
ia 1D41oato4 b7 a ooaparlaon ot the October in41oea V1th the 
pro4Dat1011 poake reached 1n 1929 and ln 1937. (Bee Chart 5) 

EYidence ot a etrengthening outlook tor the coneuaera' 
goode lndutriea la 1nd1cate4 b7 a further ahara rlee in tba 
oarcbaa1DS ~ver or national income to aboYe the 1937 leYel. 
( See Chart 6) Although the actual leTel or national incase 
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has not yet reached that ot the peak months ot 1937, reduced 
living coats have brought a more rapid upturn in real inooaee . 
Among the component& ot national income, the agricultural 
grouo (ae indicated 1n lower section ot chart) occupiea a lese 
favored position with respect to 1937 than do other groupe. 

'l'he ettect ot the current high level ot real incomes ia 
becoming apparent in retail sales. A strong trend ot new oar 
buying this tall baa been noted by tho automobile induatry. 
The adJus ted index ot department store aelea (in dollar values) 
rose trom 90 in October to 94 in November, the highest figure 
tor recent years with the exception ot 95 reached in Februa.ry 
19)7• Since retail prices now a re somewhat lower than 1n 

February 19)7, department s tore sale• .on a physical TOlume baaia 
a re doubtless showing an even more favorable comperieon with 
earlier years. 

Year-end business indices misleading 

Due t o the etteot ot seasonal adJuetmente, which are 
baaed on t he assumption ot a 1 normal1 year with respect to 
untilled orders and other taotore, the various adjusted busi­
ness indices are likely to be misleading as measures ot the 
underlying business trend during t h.e latter part ot the year. 
The F.R.B. index has been tentatively estimated at 125 tor 
November. Any further increase in December will probably be 
due largely or entirely to seasonal adjustment, which baa 
little actual eign.iticanoe when operations are at a high 
level because ot large untilled orders, and will require a 
downward correction in following months. It s teel output in 
December remains unchanged trom the October level, the seasonal 
adJustment tor this industry alone would add 3 pointe to the 
combined F.R.B. adjusted index. 

For ailllilar reasons, the trend or the adJusted !lew York 
Times business index wlll baTe lese actual e1gniticance during 
the latter part ot the year. This index tor the week ended 
December 2 was ott 0.1 point trom the previous week. A large 
decline in the index ot cotton 111111 production, and smaller 
downturns in steel and electric power production, were not 
quite otteet by upturns in the car loadings indices and 1n 

automobile and lumber production. 
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Ill the tollow1Dg week, the •ew York !111ee index w1ll 
be atteoted b:r t!le oontraet1Jic llltluenoeo of a ellarp uptun 
1n the index ot autoaobUe produot1on, an4 a dcnmt-.A 1n 
the eteel production index. !he output of auto.ob1leo laot 
week, following the eettleaent of the Ohrfoler etr1ke, ... 
etepped up to a new high tor the eeaoon at 115,_, unite, 
whioh OOIIp&l'el with the preY1ouo high ot 9,,6)8 unite 
reaohed the week before. Steel operat1ono, on tile other 
hand, were reduoed to 92.~ per oent ot oapao1t:r troa 9~.~ 
per oent the prertoue week. During the ourrent week, a 
further reduot1on 1n eteel output to 91.2 per oent ot oepa­
o1t:r hal been eoheduled • 

• 
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R .K .J~: Rallo. 

Oller a tor: }(.r. Scbru. 

R. M.Jr: All right. 

0: Go a.ltee.d. 

H .K.J~: Hello . 

Sohram: Ooo~ ::10rning Mr. SecretarJ. 

H .~.Jr: Hov ere you! 

Deoe~r 11, 1939· 
9:38 • ••• 

22 

S: F'1ne, thank you e1r. S&y, ve have an offer, a prett7 
good offer, ve th1nlt , on another ten !!11ll.1on or tbeee 
Pennsylvania road bonds. 

S: 

H.". Jr : 

S: 

S: 

~ .v.Jr: 

S: 

H. !.! .Jr: 

s: 
H.H.Jr: 

S: 

H.l~.Jr : 

8: 

And I vas wonder1n;;; 1t t.'>tat in terre rea w1 th your -
anything you have oTer t her e, they'd be offered, I 
th.1nk, to:nor rov or t he next day. 

Well nov, j ust a m.inute, Danny Bell is here. 

I see. 

Just a Minute. Did you ~ake a public offer ing! 

Yes . I t' ll be a publi c o ffering . 

Coul.d you aalte i t Friday! 

On F'rida;r! 

Yea. 

Yea , I th.1nk ve ooul.d. 

F'riday'e O. Jr. 

We coul.d - vell not earl1er than F'riday :rou mean. 

~o. Not earlier than Friday. 

Not earller t han Friday, you mean. 

Yea. 
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S: 

H.M.Jr: 

S: 

R. l!.Jr: 

S: 

R.l• . J r: 

S: 

H.JI .Jr: 

S: 

v .".Jr: 

S: 

H.H •. Jr: 

S: 

'i. U.Jr: 

S: 

H. M.Jr: 

S: 

R. " .Jr: 

S: 

~ . .., . Jr: 

23 
- 2-

Yea , I t h ink that'll be poaeible . !hie is the 11th, 

that'll be the 15th. 

Yea. 

A1l right, I'll check that with them. 

fhat•a a good daY anyway. That ' s the day the fellows ­

it'• a tax date. 

Yea. A11 right. Fine. ! didn' t want to do- I 

didn' t want to throw out ten million. 

No, 1t- it- it'e the principle and that - I mean 

we had t hla argument with Straus and I'd like to hold 

it - I mean if you tell me you're going to lose the 

sale , call me baok. 

Yea, all right . Fine. 

I see you got big hearted with Finland . 

Yes , we're trying to work something out . I don't­

Well ian•t 1t done. In t he papers it's all done. 

Oh yes, yea. I say, we•ve been trying tor some tlme, 

several days, trying to work something out. I thi nk 

t his will l et them buy a lot or things or course 

that we can finance . 

Could you tell Joe Cotton, who ie the Treasury 

Director of Export-Import Just what you have donet 

Yea, ·you bet. 

He could tell me. 

Yea, sure. 

'!'hank you. 

Joe Cotton, you eay. 

Yea. 

A1l right, tine . 

'!'hank JOU • 

., 
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H. II . Jrl 

S: 

- 3-

And I 111 oall JOU b&ok lf th.U doe en 1 t work oat 
rlsht. 

If JOU loee JOUr eale oall •• 'back. 

All rlght, flne. !hank you. 

, . 

24 
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DeonbeJ" ll, 1939-
10:35 .... 

!iAr!'1 
Voodr~ng: Hello. 

25 

!!.'' .JJ": 

V: 

V: 

S.\!. J r: 

'i : 

~ .". Jr: 

'i : 

~ ." . Jr: 

Y: 

E. , •• Jr: 

"J: 

!! . " . Jr: 

'i : 

Tee , !'larry. 

!l:enr11 

Yes . 

I tr!ed to get you Satu....ay -nUllg. 

Yea . 

~~d then I tr1ed t o get S&nes, then I talked t o 

Ca))taln Collins. I think I o~t to t ell you >It&t 

I vas tr~ng to do - haTe you heard an~~ng about iU 

Not a thing. 

Vell -

I vas aTallable , I don't knov - I dldn ' t get your 

message. 

Well they sai d vou vere out a...,C vou1dn• t be 1D untll 

tvelva o r tvelve-th1rty and ! l:.al! a tvel'fe-tl!\irt;r 

al)po!htr:ent and ?'!ad to leaTe. 

I see. 

So I think that's vb ere I aleaed ;rou. Rov, 

I oean Joe Green, a t t h e Stat e Department, ealled ae 

~ and sa1d t"'lat Proeope, t!:e F1nniab Minister ..,.. 

there, and talking abou t aerol)lanee and g\IDS and 

thirt,.- s even m1lometers and a huodred and ti'fe and 

hundred and tittles an.! " on, and I eaid, "Yea, I 

knov about 1t1 , and he said, • Vell be ' s here and 

he van te to eoae over and tall 'tO ;rou. • 

Yee. 

•veu• , I aa1d, •s e v as oTer lut veelt or veelt betore, 

and I vent over the >~bole th1Dg 11'1 th bU. , talked to 

Ma about it, and be said that ldlen be got ready fbat 

be1 - be vae Just do1ng ao»e ~lialn•ry vorlt, Y1alt1ng 

with aeon it. So I said , 1 I don ' t .. e ~reason 

that I should see Ma1 and told J~ about this new 

letter and be aald , "Yea , ve haTe a oopy or it1 • 

!!ut he vante t o eo'lle o'fer and I eaid, "Vall, all rigbt, 

send Ma OYer and I ' ll 'fiatt nth Ma and sake Ilia -
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V: 

=: .tJ . J r: 

1J: 

::-. u.Jr: 

~.· . .. 

ll. '' . Jr: 

't: 

Y: 

Y: 

2S 
- 2 -

.)uet aake the gesture end then I 'll have to - be 

ent'orced under this letter and I vant t o do tb1s, and 

I vant to- I' ll contact b1a vtth Glbbone vbo 1 s our 

rap.-esenU.Uve and Just let b111 eee him but then I 'm 

goin~ to 1natruet Gibbons to tel l hle , ae I' ll go1ng 

to tell h111 t hat he should fir st go to the Treas ury 

and let this th.1ng go through r egular chan..,ela• . 

l:ov , he ea:::e over and I n etted and I had, to save 

ttae, had G!bbons and our Deputy Chief of Star r l n 

here . Ve talked over t he whol e thi ng and they are 

very c-~eh against gt rtng hlm aeroplanes becaus e 

our llr Cor ps tells us that ve •re abor t ot aeroplanes 

according to our p1lote nov, and tt would set us 

back - he vanta f11'ty pursuit planes and eooe attack. 

If ve ga• e hUt our pureu1 t 1 t would eet us back 

a1x mont~• on our tra1n1ng. Wel l nov , eo I finally 

told h1: tl:ou:rh - be has a new - he aleo had a lav 

in vb!ch ~~ had 1t all r ed underlined and 1n Wh1ch be 

says t hat ve can orate baelt pursuit shlps t o a company 

and :; • <;; crl!~: on - i f they have another plane 1n 

the oalttng on t heir line t ha t • a bet t er wh ich we 

eolill. use. 

Tbe Pinna • 

Ye a - no that • s our s t atutory lev. 

Oh yee . 

Yes. 

l!ut even 11' 1 t 16 a law Why that doe so• t ca.lte any 

d11'1'erence v~et~er we use one lev or another l aw, 

the f ac t at121 re=a1na t hat we're agalnat lett1ng 

the: haTe thea. 

Yea. 

I mean when ! t 1 a comparable to our ovn i nterest . 

Yes . 

Ve 1re pro-PinnUh. Don't mi sunder stand 1:1e . 

Yes . 

llov, well he ea.ld t hat 1 t vouldn 1 t do any good to 
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have - I eaid maybe they could oake arrangements 
Whereby it there ' s any production on the line now 
that you could ge t one and we ' d get two or vioe versa, 
like hae been done. Oh, he said, that wouldn' t do 
h i m any good because t hey couldn ' t wait t hat long . 

N'o • 

11ell I said, I' m not in - I can't tell you about that 
decision . Tha t is a decision or policy that' ll have 
t o be determined by this committee and you should 
go and, and I'm instructing Mr . Secretary, Gibbons 
to call Collins and tell him. 

Yea . 

That he ie here, come to us and t hat under t he 
regulations we• re delivering him to this committee 
and then they can send him back to us or to t he Navy 
or get any intoroation that they want. 

That ' s right . 

~ow, I - in talking - firs t l e t me go back in telling 
Collins . Wl1en I t alked to Collins - and I told him 
this that he was comin" over. He oaid, •liell send 
h i m over to Gibbons and Gibbons oan ge t all ot this 
info~ation and g i ve lt to h1m1 and I said, 1 No, 
Collins, I don 't want him coming here first and 
turning - nnd getting the intomation, I wa.nt him 
to cone through channels to thi s committee and t hen 
it you want to direct him to Gibbons why that's the 
way - that 's t he letter and the spirit ot the let t er•. 

That's right . 

~!ow I come back to - so he came o ver and I i nstructed 
Gibbons , and Gibbons called Collins and made - and 
t hey had some k i nd ot a deal made whereby they'd meet 
and mee t with Procope and with th i s Colonel somebody 
or the Finnish Legation. 

Yes . 

Now I come t o the otti oe this morning and I find 
tha t , t he starr comes and tells me that Saturday, 
right after noon, t hat General ot the Air Corps , 
Who ' s acting tor Arnold, tras out a t the golf course, 
and that t he Assistant Secretary had called him 
and called h i m back, told him he was having a conference 

Regraded Uclassified



28 
-. -

at the direction ot the PHU4811t w1 th the Pirmlah 

M1nieter at two o'clock, and he wanted 
to come back troa the gol1' oouree an4 be there. 

So, - and telle • thle 110rni118 that he 

v.n t to 1t u& that the .UeletaDt Seorete.I7 telle 

hia that h Watson called hl.a and told ~ that 

the Kinieter had been to eee the Preeldent a1'ter 

he had be en to eee me and I sue•• he auet haYe told 

hlm that I vaen•t Yery encouraglD« and. an,t~ow the 

Preatdent told Pau1 to call Johneon and make an 

appointment tor t he Finnleb Klnleter to eee hia 

about thte matter and about turnlng old planee back 

tor new ones. 

H. J.! .J~ : Yea. 

W: 

H. J.I,Jr: 

w, 
I! .Y.Jr: 

W: 

H. "!.Jr: 

W: 

H.M,Jr: 

W: 

H.M,Jr: 

Well it seems to me like that's just- you just as 

well do away vi th this new Board 1t :you're going to 

handle the old one. 

That's wh:y I was so tickled that the President eet 

up something because it leaYee oe out, and under t his 

arrangemen t Collins reporte directly to tl:e President. 

Yes. 

And I can at t end to Treasury bue1nees. 

Yes . 

Because I can' t tollow thle and that's Why I vae eo 

del i ghted to eee that he eent somebody up Who cou1d 

sit with the Army and Navy. On these mattere the:r're 

leartng 1!111' coopletel:r out, beceuee I' Ye asked t he 

President please to lsaYe me out, 

Yes. 

So that ' s why I've retused to eee these people and I 

von' t see them any more . 

Ot course the eetup, thle new eetup I thlnk ie 

all right except that it should haYe been the De])Uty 

Chlet Statt inetead ot the Quartermaeter General 

Who ltnowe noth1118 about or41.nance nor aeropl anee. 

But I Just want to nplalll to you that t or oYer a vbole 

month now or JDOre , I J uet won ' t eee an:r ot these 

tellowe and hllnn•t. 
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And the State Department kDovs 1t .., the7 1 Te s topped 
aendi.ng thel!l over here. 

'1h!luh. 

So l ' c ou t of it entirely. 

Yell I only va.nted you to lmov Cla t - to!:st - eo I 
c alled :!'a Watson , no he called u Utis ..o:!"n1l!g about 
a:1ot~er oatter and so I told 111m and I ~d, "Yell 
?a, eis is out of channels &gaUl, ::o tt£e aeU1ng 
".1? ~s <r.ll!.rter:::aster eo::-la - aua.rt~=ster ~:"teral, 
pa..~_aator end tl'!e ?r.ocure:sent o~!CC" e.": t:!:e '1'rea8UrJ. • 

!"ea. 

As a 3:>ar<!. ~lov, t!lree d&ya a!"~er 7?::> ~e-: 1 ~ ~. 
t !::e first •h1::1g t;:at cones alon.- yo:J pr;'t 1 't back u..,der 
t~e ol~ ~1~ions. 

Veil !:le said, t h e :~ i nlater was :>-rer ~e::-e 8:'!e. :1e wanted 
~o see abo':Jt t r. i s thi~ and so ~e a&ld, a11 I know t h e 
?:-esident tol d ::.e t o ca ll u:> Jo!lnson a:><! - "'lell, • I 
aa1d, • r •o no t objecting t o that . A1l ! ' ~ o~Jecting t o 
i a t hat - !' ~ not objeetinq, sa7 ~t ~::>':-e out o f 
bounds ~n•. 

Vell I &?;>reciate your cal:Un.g but I ~::l ' t ~Te t o be 
oTe::- - h1 t o ver the head -.ore t~ O!:~. 

Yell all I wanted to tell you vas - anc! oh yea , ao 
Pa said, I thlllk he vas the o::te ~t tol! ::e this 
::sorn1:'lg, so::.ebody tol d oe that J o:tnso::. vas !:lart:lg -
oh yes , he ' s called t or a s tudy 1n whle!:l t o tell 
!:ow - al~ou~ we ' re aga1..,et 1t hov i t eo'.l1d be done 
in ease i t were ordered t o be done and~e• s ta:t1ng 
:t.at at-.1dy and having a con!'erence Y1th Valle e and in 
~.lc!:l they are t h en h aving a c ont'ere:":ce l.ate,- v1 t b 
t h e Presi dent . 

I ae e . 

I don ' t care, I ' o not interested o::te vay, ! ' ::. ~e you , 
1t' a a ::.eaa, a critlci s:'l l f you try to ~ anything 
r l !Pt , you ge t into trouble one way or t!:e oth!'r s o 
I don't care QYBel:!' , bu t I dld th1nl: eat a.r-ter our 
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ooa--t1- a4 bartfte thia lettar u4 all I would 
lUa w ~ '-ll ,oa that - What ba4 happened ln 

-~-!hank ,.,a 981'7 aacb ror calling •e, I appreciate tt. 

All J'1g!: t Eer!J'7. 

!hUlk ,.,... 

(loo<!bye. 
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31 
This business and I wonder ed vhat -

I ' m tor it. 

You're tor 1t . 

Yes. 

I mean, you've thought about it no doubt, 1t oay be 
throving money down t~e drain, being too l ate and 
so on . 

I vas ! or it a conth ago, I can't help i t that Jones 
delayed so cue~. 

I see, well I ' ll, t hen I 1 11 - those are your 
instructions, I ' n Just wonder ing. 

P~elly the Presieent•e i ns t ructions . 

Yea . 

Something the Prea1dent vante , I'd like t o go alo~ 
vith h i m. 

Well 1r it oo~es t o a vote I ' ll t ake that po siti on, 
I mean -

Jones asked :e yesterday about 1t end I told h1~ that 
we were for 1t . 

P.1ght. 

If you woul d represent i ng th e Treasury vote yes, 
you'd be e xpressing my vie¥& • 

.Ul right , s ir. That 1 e all I "-anted. Tha.nk you. 
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Operator: Go ahead • 
.reese 
J ones: F.el1o HeDI'T· 

R. l< • .Jr: l!el1o, Jesse • 

.r: Bow are TO~ • 

~-~-~= I •a ~ right, hov are :rou' 
J : 

H. v • .rr : 

J : 

J: 

3 .~ . .Jr : 

J : 

R.~.Jr : 

J: 

R.v . .rr : 

.J: 

H. v .Jr: 

J : 

.J: 

!I.K. Jr : 

All. right. Hov did that P1mtlllh Ullng go' 

Vel1 l t vas 1n t he tront page or~ the papere but i t 
vaa - mentioned ten Q1111on ~1lars. 

Yea. 

I a t hat vbat you decided' 

Vel1 tha t 1 s wha t - yes , l nola dlng bot h t he bank and 
t he Rl'C . 

I see. I 9ee. 

Did 1t haTe a - did 1 t sound ~ r ight! 

'!e e, 1 t 1 a a good s tory. All. right. 

!lbhhuh. 

Yarren Pier son, h e vas onr at that ltmcheon, he said , 
"I aee I ' • to be t he barut offer1~ , and I eald, "!lo, 
:rou•re t o be the h ere• • 

l!ov' • that! 

Yarren P1ereon . aa1d tha t he vas t o be aaorltl oed on the 
altar. 

Huh- huh. 

ADd I 11&14, DO, he vaa to be todaY' a here • 

~ oerta1D1T, he 1• the hen>. 

Tee. 
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!hat '• 811 rlg!l.C. I 1a sad tbe7 hu4l.e4 lt all. r1gbt. 

JJow I Ua1J!k J'IIG'4 'b8 •tUt1ed, I to1d our bo18 to 
YOte tt:lf" lt .~ t!le -uag th18 attei"DDOD. 

!'hat . • goo4. 

Yea. 

Well I to14 O!U' bo18 that you were tor 1t and that you ' d 
go a1o~ 11:1 t!> lt;, 

You beC. 

Yes, we're goUg to get out a retund1ng to::aorrow. 

ii'll!!- huh. 

!!ope u •u F!P all. rtg!l t . 

I ' ll be back 
aee1ng y:>a. 

abou-= Friday and 1oolr. torvard to 

!"-..ank ;roo t~ ea111ng . 

Goo <!bye. 
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H. J.I.,Jr: Hello. 

Oper a t or: ~~. Hoohaohild. Go ahead. 

H.M.Jr: Hello . 
Hnrold 
Hoohsohild: Hello, Henry? 

H. i!.Jr: 

H: 

H: 

H. l' . J r: 

H: 

H: 

H . !! • . Jr: 

:! : 

H. !-!.Jr: 

H: 

H: 

H.M.Jr: 

H: 

Yea Harol d . 

How are you? 

I eot ually remembered end sent you by mail t hose 
figures t hat you gave me. 

Oh well , t~anks very muoh Henr:v. Henry, I Jus t want 
t o tell you that Dr. Merioe, Who~ I know very well , 
cace around t o see me t oday, and he tol d ce tha t t hey 
had received int i ne t ion along the same line, and t hat 
he wa s going t o Washingt on t omorrow. 

That' s right. 

And t hat he wanted t o oheok up with n e on molybdenum. 

That ' s r ight. 

So I told him t hat I had seen you. 

Yea . 

And t hat you had made tha t r equest ot us . 

Yea . 

And that I told hio qui te frankly the t ve tel t it it 
applied to molybdenum it should apply to any met als 
t hat might be.substituted tor t hat. 

That ' e right . 

He aaid he thought t hat waa entirely !air. 

Yea. 

He ia, 11 you bad already mentioned, be 
poaitioftTd1tterent t oward J apan t han it 
Ruaaia. 

That' a right . 

takes t heir 
ia towards 

34 
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And I th1nlt t hey were rather oonoe~ i~Mut t h e 
Japanese en4 of the th1ag. 

Yea, well I don•t- that I heftn1 t beU'd ;ret. 

35 

!he)' baft, u I 8ent1oned to ,_, aal.ea off1• 1a .ltQ~eD 
and tbe;r'Ye deYoted qulte a lot or ertort and t1ae to 
tba t sarltet. 

Yee. 

OYer t he past few years. 

Yes. 

·He also - he seeoed to th1nlt t het aa long aa the , 
especially ae long as t he Ruee1ana eo:Ud get ehroM 
and llllll\ganese and tungsten t hat 1 t Wa&:l 1 t going to be 
m~eh use excluding n ickel and ool)'bde:xma.. So he eaked 
me how ! felt about that . I aa1d, that aa we had told 
you t hey could :ta.l(e, they cou1d go on !l&kl!lg steel 
but 1t wouldn't be ae good. 

Yea. 

Aa the steel 1t they could ge t nlcl:el and =lybdenWil 
and that cu t ting them ott, we told you quite frankly 
thet cutting ott nickel and molybdenu::a v ould be a 
serious handicap. 

~t• a right. 

I only eav hlo tor about fiftee n alnutea and that va• 
all . I did not say anything to h1a about the national 
oonsi4erations or molYbdenum Ysraua nickel or -

No. 

Or poee1b111ti ea or 1noreaa1ng the ueea or .olybdanua. 

Yell that wouldn't particu1arl:r lntereat ~. wou1d 
1tt 

:to 1.t vou1dn ' t but I just didn ' t want to-

Yell put 1t the other vay around, I &MJl 1t'a ODe 
tor se to help On1te4 State• ~o~ Lncrea&e 1ta 
bua1neaa, it'd be something elee aga1D-

Naturally. 
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T<l 4n sosetblng f'o!' a Canadian Co~. 

Ra tuzoal.1.T. 

And - bat he ' • CO!dng down and I'• lunchlng w1 t h tba 

Prea1dent tollorTOV and I ' ll bring h1a up to date at 

that tt.e. 

Yea. 

9ut the o easa.;re I got d irectly t!'Om Pu!'T1e vae that 

they vould oot ael l Ruaa1a international nickel . 

Yea. 

But the Ja;>aneae c;ues t ~on , t hey' d han to take UJ) vith 

t h e !!rl. t1 sh F-oreign Office. 

Yes. ·rsll t'-at•e practically , that's Y1!'tua1ly vhat he 

said t o -:e . 

Yes . ~ell -

A."ld I Juat lfa!lted t o l et you knov t hat he had talked to 

me . 

And then on t !'te ot~er - vell I .,..,rec1ate that. ~lov -

The other ~ ve• re v or ltlng !!enry and I ea¥ Schott 

today and he t.':.ougbt t !la t t hey clght ban 1t !'e~y by 

to:110 rrov. 

gow do !QU spell Schott' 

S f'o !' Sa:mel - chott. 

Ob, it ' • al:loe: - I see . .Ul r ight. Yel l thank ' s 

Yery ouch f'o r calling H&!'Ol d . 

All rlgt:t ;;enry, a.-.d I think you 'll got that dope by 

v.ed.-.eaeay at the latest. 

!Ugh to. 

All right, :!enr:r. 

'rhsnk you. 

Goodbye . 
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H.ll.Jr: 

F: 

H.H.Jr: 

F: 

H. ll .Jr: 

F: 

u . J· . Jr: 

F': 

H. l!.Jr: 

F: 

F: 

'1. , •• Jr : 

P: 

Yee. 

J)eoember 11, 1939. 
4: 33p.m. 

I don't know vhetber you 1ti ll want to talk to me or 
not about that matter. 

Oh yes, h~llo Henry. 

WhAt? 

37 

I dldn'• reali~e Who it wal. or course Henry, vhene•er 
you -

Yell how about ten- thirty tomorrow ~orning? 

Ten- thirty is tine . 

1'/l'.a n 

Ten-thirty ' s tine. 

Well that -

I'd like to . -

! 111 have plenty or t1me t hen. 

All right, I'll be t here at ten- t hirty. 

Righto. 

Thanks a l.ot . 
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Peoember 11, 1939. 
4:34 P·•• 

3-8 
Hendereon: - a lot or atat1etical work on eteel pr1oee. 

B: 

H .~ . Jr: 

HI 

H.H.Jr: 

H: 

H: 

H. '-'.Jr: 

H: 

H. H.Jr: 

H: 

H. l·!.Jr: 

H: 

H.'I . Jr: 

H.M.'"Tr: 

HI 

Yee. 

And Jake V1ner kDova qu1te a bit about 1t. 

Yea. 

And Ted talked to me today and I eaid I bad 
talked to you to see Whether 1t he had eome tree 
time be could quietly and obscurely help our start 
out, and I wouldn ' t want to do 1t it he were re­
luctant, or you reluctant. 

Vell I'm not reluctant it be hae the time, how's t hat' 

Well that' s t1ne. I think it ' s something that he's 
got a technical i nt erest in and we ' ve got - we need 
all the brains we can ge t on the thing in order to get 
an adequate presentat i on. 

Sure. I'm always willing to help out. 

Well that's ewell. 

Do you want me to tell him t hat you called? 

Yea, it you woul~ and 1t 1t' a o.~. 

Sure. 

And then we'll pick up trom there. It ' • not to make 
hi m a wi tness or anything l i ke that, but he can hel p 
our technical start so that - sort or gui de some parts 
ot it. 

Right. 

All right. 

Leon, are you at your orr1oe' 

Yes. 

Row well do you know John L. Sullinn, t he Aaeietant 
Commissioner or Internal Revenue. 

Wall I just know him socially over a long period or t 1me. 
I met him in 19 -
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~e told me, but you don ' t know h1~ as to hie work. 

No. I ueed to get up into New Hampshire and I found 
that everybody up there had a very hi gh regard t or him. 

Yes . 

And hi s - h i s Poppy - and he 1 e carried on t he firm 
tradi tion, had a- well an excellent s t anding es a eub­
stanti nl citizen a nd a very honest man and then Wynatt 
told me , he ran I think against \1ynatt or was on the 
op:posi te aide from \lynatt a couple ot times, and Wynatt 
expressed himself as t h inking he was a very tine 
ge~tlenen , t hen I saw bin in connection w!th some RFO 
eases he had down here, just casually i n the evening, 
and I know that he worked very hard and t hat he did an 
able pieee of pr esentation, and I know t hat Jim Farley 
thinks - thought hi ghly of him on t he matter o f t he 
~1ay he handled things up there although he got 
licked. 

Yes . 

Jio felt he was a good organi~er and certe!n t here waa 
never any scandals or anything like that. Re did moa t 
of t he wor k himself and so on ballots I'd say everything 
I know is good but I've not j ust had a chance to 
reView it,- reviewing. 

Well nov I tell you. He's oade an outstanding s uccess 
tor us in battling the Army and Na vy on these de­
preciat i ons contrac ts you see. 

Yes . 

And he ' s made a great hi t with me. And I tell you, 
you•ve always kept my confidences I -we had him at 
t he house laet night , he said he wae a triend o f 
yours - aoci.ally I mean, t hat he ' d met you and told 
me about t he sidecar i ncident and all that -

(laugh e) 

What I wa.nt t o aek you I'm thinking ot recomr.~ending 
him to the President as Assistant Secretary to watob 
Procurement tor me, see' 
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4C 
- 3-

Hubhuh. 

Beoauee there• a eo 4asnecl -oh going on these cla:J"'I 
ancl I Just want to - whefl I sot to look at thie 
Bavr 1tutt I vae t errlbl7 ahooked. 

Yee. 

I want to make sure there• a nothing like that going 
on in the Treaeurr. 

Yea. Yell I think - I think rou oertainlr need a IU.ll
1 

on that Job. 

Yee. 

Some ot the things that ve•re hearing about from 
time to time Just in TNEC. 

next da7 or two or three rou could have on some 
excuse and have him sort ot talk and eee bow good a 
Roosevelt man be is , aeet 

Yes . I'll- I'll do that. 

llill rout 

I'll give rou a report on it. 

II ill rou do it, because he 1 a made an avtul good 
impression with ue here. Ed Fole7 know~ WhAt I've 
got 1n mind and it vae Eel that I'Ml.l.i' f1rd brOught 
h11a to 1111 attention, but the tact that I'm aelt1ng 
rou to do this I'd llke to keep between rou and me, 
but - I want rou to know Ed knowe I'a offering him 
this pos1 tion. 

Ye1. 

And I- I t1ret offered 1t to Ed and Ed didn't want 1t, 
eo I mean I want rou to lcnov 1t'e no reflection on Ed. 

Yell I • 11 arrange to get 1n touch with him. 

I .. an I offered it firet to Ed and 14 eaid no he'd 
rather be General Counsel, eo that's the situation. 

O,t, Yell I'll move in on h1m. 
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H. lL Jr: 

HI 

f . ,.f .Jr: 

H: 

:1 : 

H. H. Jr: 

Will you do that? 

Yea. 

- ~- 41 

Because he ' s made a great impreaeion on me - he • ade 
such a tight against t bi a consolidated that nine o ' clock 
that night th1e fellow Fleet called hi m up a.nd tried 
to hire him. 

(laughs) 

And we - on the electric boat business where t hey 
wanted a · etx hundred t housand dollar right ott on 
t heir plant, we turned them down her e in t he office 
and the next day t hey s igned a contract and decided 
t o build a building ot their own, bu t be eeeos to be 
a real guy and t hat's what we need around here . 

Certainly de , and I t h i nk you 'd make a good move. 

Ri ghto . I' ll tell Jake Viner righ t away. 

All right Henry. 

Righto. 
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TREASURY DEPARTMENT 

INTER 01'1'1C& COMMUNICAl10N 

OAT& Deoeaber 11, 19)9 

fhe attached tabl es and chart ehov ao 1Doreaee 1D Yorke 
Progreee Ada1n1etrat1on eaploJaent ot )7,000 pereona, troa 
1 ,987,000 t or the week ended MoYeaber 22, 19)9 , t o 2,0~,000 
t or t he week ended BoYeaber 29, 19)9. fhe 1norea .. oYer tha 
tlgure tor t he end ot Oot ober vae 122,000 eaplo7ee . 

A ttaohlle nte 

.. 

Regraded Uclassified



1937 
JaAIIAI'7 
rebru&r7 
IUroh 
April 
M&T 
June 
Jll1T 
Augult 
8epU a'ber 
Ootober 
Noyeaber 
Deoeaber 

1938 
JaAIIAJ'1 
Pebruar)' 
kroh 
April 
Ma;r 
June 
JulT 
Auguet 
Bepteaber 
Ootober 
NoYellber 
Deoe11ber 

1939 
Januar1 
hbruar1 
Maroh 
April 
N&7 
June 
JulJ 
Ausuet 
Bepteaber 
Ootober 
lloyeaber 

Bouroe: Yorke Progreee 44a1n1etrat1on . 

• 

MonthlT t'1pru are nellT 1'1pree t or tbe laun 
week ot' the aonth. 

theT 1nolu4e oert11'1e4 aa4 aoaoert11'1e4 workere. 

1 ,901 
2,075 
2,395 
2,582 
2,678 
2,767 
3.053 
3,153 
3,219 
3.3~6 
3,319 
3,094 
2,986 
3,043 
2,980 
2,751 
2,600 
2,551 
2 ,200 
1 ,~2 
1,790 
1,902 
2,0~ 
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lOBO PJIC4!"1 .&IIIDllftA!lOII 
lUber ot Wortere lllploTecl - WHklT 

thl1 te4 I tate• 

weelt ln41nc 
1939 

April 5 
April 12 
April 19 
April 26 

MaY 3 
!lay 10 
Kay 17 
llaY 2~ 
Kay 31 

June 7 
June 1~ 
June 21 
J une 24 

, July 5 
July 12 
July 19 
July 26 

Auguet 2 
Auguet 9 
August 16 
August 23 
Auguat 30 

Septeaber 6 
Septeaber 13 
Septeaber 20 
Septeaber 27 

October ~ 
October 11 
October 14 
October 25 

.!foYeaber 1 
NoYeaber 4 
Nonaber 15 
lfonaber 22 
NoYeaber 29 

Sourcat Worlte Progra•• Ada1n1a trat1on. 

Jamber ot l'ol'ken 
(ln tboueua.) 

2,9Q6 
2,761 
2,752 
2,751 

2,7)6 
2,66o 
2,623 
2 ,~ 
2,600 

2,593 
2,590 
2,514 
2,551 

2,344 
2,249 
2, 250 
2,200 

2,042 -
2,054 
1,977 
1,494 
1,~2 

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

1,903 
1,475 
1 , 49!1 
1 ,902 

1,901 
1,930 
1,962 
1,947 
2,02. 

4t 

• 
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Deonber 11, l'JJ9 

MaJor neet, Preeident ot the OonecUdated 1.1POratt 

Corporation, San »iego, Calitcrnia, called to leo the 

Secretary. !'he Secretary Bald that While the d1ecueeicn 

U going on between hl.e CCIIPaDY and the BDI'eau ot Internal 

Re•enue he vould rather not eee l'.aJor Pleet, but Ju•t ae 

eoon a1 they haTe oo:11e to an ~eaent he Vill be Yery 

glad to eee h1a. 

The Secretary also requeeted Mr. SulliTan, Aesietant 

Co!II!Diesioner or Internal Rennue, be 1ntoraaed ot the above 

incident. Hr. 8ull1.-n vat not 1n hie ott1oe this after­

noon but biB eecretary hae been adY1eed and she Vill tell 

Hr. SulliYan either tonight or t 1ret thing 1n the morning. 

L. Benr1clte 

• 

• 

Regraded Uclassified



TO• Seoretacy llorgenthau ~ 
FftQJ: ~. Guwn ~ 

1'be newspapers ;resterdq and toc1a;r have stories of the arr.at 
1D Bone!, Oreson, Saturdq of Nick Dosenber£, ec-m1•t &Del reputecl 
OOPU qent, on tbe chill'£• of pusport .traucl. lloet of tbe etor1ee 
n;y that the arrest was made b)" F. B.I. asente. !be fact h that 
Secret Serrtce lac! been tnHing Doaenbers for a..,.nl. d.l;13 at the 
request of Bannerman of the State Depart.s>t mel locatecl bia in Bene!, 
Oregon, 'llhere he was operatin£ a senenl. store under the nae of 
Dallant. li'Ulla llcSn.in1 Secret Serrice A&ent 1D Chllr£e at l'l:>rt­
l.oncl,clrO're over to Bomcl, 'llhich 1a about t11o hUDclrecl ..Ues, on Saturdq, 
arrestee! Dozenbers and conf'iscate<l a lot of recorda, said to be im­
portant. 1'1tch of Banne~•a office of investi£at1on in tbe State 
Depertment new out to l'l:>rtl.oncl and met llc3n1n there Sunda;y and 
llc3n1n turnecl the prisoner over to !WI. DoHnbers bad been Uvin£ 
under anotber alias at the Alben TQtars Apartment, 11'1seonsl.D and 
lla.ssaehusette Avenues, for saoe montba oft mel on but recentl;y Wt 
there. Seoret Service tracecl hia tbroush Bell. one! I!Dwell, Chicaso 
110v1e euera .nutacturera, for ...,om he bali fonoerl;r workecl as a 
saloSI:I&Il. Pl'esuabl;r Secret Sarvice wu call.ecl 1D 117 tbe State De-
pertaent because F.B. I . bacl not procluc.cl ruulte. It took our _, 
leaa than a 1I'Mk to naU bia. I know th1a because it ,... aarl;r 
last weak that Fhlnk Wilson askecl rq peraiasion to take on tbe case. 
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iii\IW11D tl,J71,000,000 IIUIIII 15, 19110 
ICUUIIlft 

50 

1, !Nallli'T Jo\eo -

(a) lin 5-7&&1' 110te l-1/~ u4 po11lbl7 ~ (t ~,7. ~ fUd. _. lod.,.) 

('b) ...,.,.. M&rch 15, 19~ 1~-' par (..., .. 1uac at lOl) 

2, late!M41ato Joll4 -

(a ) 1ft" 'bold at 2-l/ l+f. !or U or l2 71&n. 'fl>J.o aru 
alreaq ci'OWU4, 

('b) lloopea ~ l9l!S-50 at 1oo-1/4 to loo-l /2 (IIOY ••lUac 
at 101-2l/J2) 

3· Lolli Joa4a -

(a) Jew bon4 at 2-1/~ tor 17 to 11 711ro (woul4 proba'bl7 
ttll tor about 101-l/2) 

Ia rtt'ull41llc llarch •turltlto, H M7 'be a4Tioable 
w ..a a th....--T otterlnc in Titv ot 1\t tilt, 

Regraded Uclassified



J .. .... 

PARnAL PAUJ~D&a or m-e RWitiD 

J'IIOil: ._1'1_ ....,._87, PU'U, h'alule 

~ft: Deoelll»er 11, 1!15, • p .a. 

10.1 211111 

JCil ftK ftKAFBT. 

RUlli . 

Jlaforenoe 1o aa4e to tol.op'oa •o. 2112• of Doooallor 7 

fl"o• tho ....,._q. 

51 

!be Zabaoq baa contimled to preoo fo%' 1DtoraaUon 

P.bout the f1nano1a1 -ares-nt botwooD Groat Brlta1n aDd 

Francs, and obtained tho ton thereof, 1D atl'lot coDt14oncs, 

• 
f roll CoUTO do x~. tb1a attoraoon. n.n bo haDdad 1 t 

to ua he sa1d that JU.nUter Ro)'Dall4 doo1rod U>at 1t bo 

eoamuucotsd to the Socret&r7 of tho TroUUZT u an 1ftdloa­

t 1on U>at the op1r1 t of tho 'h1.port1 to 1e atlll 1D tul.l 

force. 

!be P1Dano1al. Agre-nt hu boon s1po4, and 1t 1.s 

not ( ropoat not) to bo publlshod; boweYOr, 1.n London 0114 

Parle ODDOWIOO-Dt that 1t h&s boon reaohod, ODd a HIIUIIO 

tboroof, oro t o bo g1Tsn out at throe o 1 c1ook t-••• 

a.ftsl'DOOD. Vo are to14 that 1t w1l.1 be 41oou•sod 1D ParU•-t 

b7 the Cbanoollor of tho lba:booqaa' on Vo4Modq • 

.6ppuoontl.7 tbe 1aot questlon oa 11blob. thoro wao a 

41ffereaoo of oplDloa - U>at of tho piOJIOl uo-to ob.aroo 

of tho tw Alllso 1a oxtu41Jig foro:tca orodlto to a1llo4 or 

guaraatoo4 ooantl'lao; tho tw o-tr1H fJaollr reoobe4 agro-t 

thorooa oa tbe baoh of 40 perent ~r huoo u4 eo p-t 

for Groat Bl'lta1Ja. Vo Sin ~ tbe ton of tho •a a r•t, 1a 
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Se crEtary of State , 

Wa~:-.ngton. 

;r.ss 

~y 

PA."tiS 

DatEd 1Ecember 11, 1939 

Rl:c1d 9 p . m. 

2951, D£conbtr 11, 4 p . m. (3£CTI=N T~O) 

~Pranco-Br1. t1sh Financial Accord . 

Th£ undersigned duly authorized by thEir respecti ve 

govcr~cnts havE agreEd as rollows t 

53 

hrti clc I . ThE GovernmEnt of thE FrenCh REpublic and 

thE Government of thE United Kingdom consider that it is in 

their com:-on ~.ntcrcst to avoid modificati ons in thE official 

pa.rit1£S b ct v c cn thE franc and t2l£ pound . 

No nr~.i~oations ar this naturE will -r;akt place wit hout 

prior a :;:rccacnt bE:twtEil t he two. sovrrnmcnta . 

Arti cl e II . Each stab1l1zatl.on tund shall contin:lE to 

be solely rcs';)Onai bl£ for the quotations of 1 ts mont! on the 

markets ot ~rd countries . I n a ny event t h E monetary au­

thor1tl.ES of t h e two countries tlill consult on tbr pOl' CY to 

bE toll o11td in t t is rE"spcct and 1'11 th respEct to any '.ntcr­

vcnti on · ·:·1.c!l 1my appEar ncccsaa.ry , 

Article :Ul . The BritiSh ~:qua11zatiCil tund am t !!c 

Fr ench 
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- 2- #2951, Dco. 11 (SEC ~0) from Par1a 

~Enoh stabilization tund shall continuE rEci procally t o 

Exohang£ thEJ.r own currEnciEs at tl'>..E official r ates . 

If thE British fund nEEds t~ancs (Either tor govcrn­

m£nt tltpEnditurEs , such as thc costs ot thE British EXp£di­

tionary forots 1.n Franc£ or tar any othEr rtason) tttl"£ 

francs will bE sold by tlx Frtnoh tund against pounds c t 

thE official rat£ . It thE FrEno~ tund bas tor any rEaso n 

wmtsoEvEr nttd of pounds thEsE pounds will bE sold by <:hE 

British fend against francs at t~ official ratE. 

Ar111cl£ rv. No limit shall bE placEd on thE purc3lsu 

of EXchanSE stip ·latEd 1n thE prtvioua articlE . 

1'7 I f t l:E l?rtnch fund holds at a ny tim£ pacts in pounds -\ 
in £XCESS Of 50, 000, 000 pounds , ~E Elt0£SS will bE Utilized 

for thE purchasE of British ·~rtasury notEs (bons du£ trtaor) 

txprEssEd ~n francs with a pound tqu!valEnt cstabli~Ed as 

prEscribEd in th£ following ar~ o l E. ThtsE notEs shall bca.r 

intErEst at 3~ and shall bE rEca~ablE ont yea r afttr t~E e nd 

of t h£ war . ·~y shall bE rEn£ mablE at thE option of t ithEr 

of t~ two sovcrn cnts tor t"'o a:roccsaivE supplcmmta--y 

pEriods of a yEar Each. 

ThE s c.mc rulE shall bt: f ollowEd by thE Sri tiah t'\md 

for th£ iov cst;acnt of suma in francs which it m y acq~ 

1n ucus of 9 6 000, 0001 000 franca . It will bE g1 vrn FrEnch 

Tr n s t!r1 
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~- ,;12$51, ~c. ll (SEC ~) troa Paris 

- "r£Ucr'l' notEs (l:Cns cba trcaor ) ExprESSEd 1n OOUD1s .Ut.h a 

franc tq·:ivalE:nt . 

Tb£ Trtasu.ry notEs (bcmll dUE trtsor) £nv1.sag£d · n C:.E 

two pr£oEd~ ~pas ~t bE rEpurchasEd by thE Sritish 

TrEasury or by thE l"r£Dcb ::'rtas-.11') at an:J ra t c ir tJ:.E total 

ot pound3 or of trane3 !:IE lG by '::1£ of th£ two f'lmds bECC-:Es 

1£ sa t!::a.n 50 • 000, 000 poclds or 9 • :>00 1 000, 000 t'ra.!lcs • 

' ~ pounds am thE trancs aoqu.i.!'Ed 'b;r thE two t':::D!s 

sball bl: u., to so, ooo, ooo oounds and 9 , CCf.>,OOO, OOO ~ 

} invEs t Ed (-p~by each cEntral bank with ~ aCYJlvt~ 
\ 

and tbro'l!~ ~E 1.Jitn'a:di&ry of t~ ot~Er cEntral ta>k. 

B'CLUTT 

NPL: t:1J3 

ss 
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3ccra:~ or 3ta ta: . 

~s-·.i~tan. 

"t'J3!: 

2951.• ")c::cODbEr ll• 4 P..2• 

cr~Y 

!'&"!15 

Datt d DcoEab£? 11. 1S~9 

k O' d s :•'7 p.a. 

(3 E:C'l'IC f' T~EE ) 

5S 

J.rtiol.a: V. Jlo gold ~t~ DOr ~ata:?ial sccuri t:J 

sball 'IX rEq= stcd ror all tha: r orEign acl:a~c aoq';lll'a:d• 

undEr t." a: c :dit i ons and a 'I:>O'r£• b7 thl: two stabili zation 

t\mdc. 'l"'J: c .-mn r s ian in to .:;old . or t l' 1a r or£1 gn ac:oon:s~ 

s""..:~oll l~is£ not b£ rEquestEd • 

U t :X i;\10 s o• u11111a:nts :s~ocl.d e grEt to cmngc tU: or­

nc:tcl D'Ulos- s!:crlill6 p::lriQ t h total !?a ncs t 0 bE r£ ­

i.abttrs£4 b: ~t British 1'uDd r or p<n:nds hl:ld by th£ Frtnoh 

tuDd shl:.ll ~ C3lcu1nttd o.t etc rat a: 1.n .:rrcct on thE c:atc or 

;lcquiSi~CD of t b£SE poaDdS e ~ SG:E ru1£ shhll bE r ollO'IEd 

wi'h rEspEct t o rr-ncs b!:ld l:!J the British rund . 
T'-J: EQ~~t 1.n h'cnes or 1n pound::. or t b£ ~re-,·TJ 

n?tEs (bans du trcs ar ) ~KDI:icmcd ~n th£ 'll'Eeming ort~elE 

sb& ll ~ E , , :lUa r 1,- ccl.e ul.c t;a:d • 

.l.rtie l£ VY • . !'bE pounds !:!£1~ by thE FrEnch tuDd may bE 

utib ud t c llaJ a ll cxpullliturU ~ pounds 1n t h e stt::-l :.ng 

arEa 
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- 2- /2951, Jeconbrr 1~ . 4 p . m., .co . Three from Paris 

area t hat is to say in th'E Briti ~ Empire ( txclud1ng Canada, 

Nc,.rount'.land, aoo J:ong ;:ong) in E51pt 1n the Soudan and in 

Iraq. Tl'c f~'ancs held by thE Brit iab tllnd may be utilizEd 

t o pay ::: ll EX!)End1 turcs in franoa in French territory and in 

the French Empire • • 

PaYDc~s 1n other countriEs in pounds or 1n francs 

shal l ':!c car!'icd oc.t in agrc cmcnt be twc en the two govern­

e~cnts , "..t bcong understood t ha t t' tc racil1t1es for ut1l1za­

t1on of oound~ or of franca by the se countries shall be 

cqui t nbl.y divided. 

av-w.TT 

NPL 
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Dsted DecembEr 11 , 1S~9 

t Reo d 6:12 p . m. 

>ecrttarr or 3tate, 

~951 , o>tc•abtr 11, 4 p . WI. ( ~~~·:3 C :>OUR) 

l.r'·).ol£ V::I . For all pa:;r.tEnts in t~ sterling a~·•a 

and in t "' £ ~· rcnch EmpirE th£ t::-:c::.'n~E stabilization funds 

shall f\1rn l.s:\ H ntccs~ary aga · nat sterling or against franca 

th£ l('lca,. cu: .. ' tncy which thE oth£r f•md nr.tds • 

.. r·-:. c).£ 'fl ll . ThE i;wo "'rtasurita shall txamin£ and 

shall tolJ.o·:~ constantly all q\~entiona rElati vE to t'-E tq·d t ­

able dl.ViJi.on ot charsts l.n do"Jua or \n gold borne by 

u c:1 e.1J.UC:. na~ on and :aadE neocuary b1 the comuct or tl:.E: 

war. 
Al't~ol£ ) Ao Th£ Trcnst'.riES s:J.all periodicclly E'm"'\ nr 

11t lcr.st (InC£ EvEry thr££ mont: s lilt r. mount or o.nd ct:.~:sta 

tor U!OV&.ltnts :>f SPld or foreign uoeol'l3e and sblll sv.ggcst 

mtan~Es of any (*) conducivE to ~lntaining th£ coneiti ona 

ot o durablE ~onctnry cqu111brl.umo 

Artl.ol£ .,. In case: raw 1A';t : •1ala and products DEo~s-.al'7 

for tl't C' r.duct or host11! tits found in tb£ s t erling arEa . 
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- 2 - #2951, D£Co 11, • p.a.. (SEC i'Ull ) 1'roa Paria 

-and in th£ Frtnch Emplrt cam»~ " -ttt1ally d1str1bllt£d 

pre rata tor th£ rotsp£et1•t D££ds oC tbl: t wo countriEs• a 

compEnsation in gold or 1n Cord.SD a:ebang1: wll.l bt paid 

by t b£ othEr to thE c:ountr-7 111!:1.cb d ot a cot ~crln ita 

pr oportionate. sharE . 

ArticlE XI . In thE:ir n:lat:iODa with t hird c<>".:mtrUa 

59 

~c t•o govtrnmtnta w111 Ja:cp acb other .utual.ly i.n!'o=<=d 

will c co!)cratt and • ill c:oE£ to a n agrtaunt bttort takUI . • 

any mEo.St'.r£ ot a financia.l or IC'!XiEtarJ ordrr llk£l y to 

a ttEct ~irtctly or ind1rtc~ tbt •..ntrrcsts or thE otll£r 

country . 

( '::ND 3ECTI<'N Ft.1'R ) 

JRL 
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Dakd Du-a.r u. l.9H 

!IE0
1 4 6135 p.-. 

pccially in Z.E circu:ostances £11Y'...J&g£d in t!u: m"Ecid:.z;; 

arti c l e : 

One. ii.th a vi£W t o t'ild ns -;:"£ cmTElJCl" ot uttl.~t 

tor inports originating in t'"'ird countr1u . '!'h£ paJIIEilta 

sbocld be EffEc tEd as ~a:r as ocaa i blE iJ1 f'ranCJt or in 

1n t::£ nEgoti.ation or ~nt •31'£DEnta w1t!l tb1rd co""D­

triu; 

GO 

'hro. :1. e a •1£w to obta• n.in; as ott£" .. posa1bl.E Ul 

thiN C'="'..ntri.u asrnmEnt. ~or aEtt:U..nt by • .- o~ bl.ockEd 

.. 
~ clE x:rn:. ~ two zcwn'D:Cata lbal.l. ~' in tilE 

cu-cn-tancu cn...U.S£4 in Artlol..E D% brrc abow£ bl:t,;:,n: 

procii:Edina t o tl:E • •b1ll.•t1c. ..,n tb£ arllil:t o~ a tb:uod 

1 LFJ• 
• 
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- 2- i2951, Dec. ll • p omo (SEC FIVE) trom Parle 

.country, o~ all or or part or thl:lr holdings or rorclgn 

securit!.ES o 

61 

N£1tlxr or thE t wo go·nrt~~~~rnts shall sell ucurit1u 

cxpressr• in thE currency or the ~ther country without prior 

agrE£li!Ent or thE OthEr gOVErnm£nto 

Article XIV • Th£ two s:>VE1'lllll£nta agrn not to iss~ 

a loan on t h£ marla:t or a tl:i. rd country without prior ,, 

mutual agreEmcn~ . Thcy shall Endeavor to float joint loa·•a . 

ArticlE xv . The two govErnm£nta shall not lay down 

any restri cti on on th£ o~ro1al 1.ntercl'>.angr bEtwEEn t 'lt1r 

tiYo countriEs with a viEW t o prOtEcting thEir national in­

dustriEs or ror rtasons or a mon£tary nature. Thcy shall 

endEavor to creatE thE s aa1r aol1do.r!. ty bEtwEEn thE 1r t wo 

empirEs . 

( END 3EC~Cl0ll FIVE ) 

Btll.LITT 

JRL:tlFL 

• 
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JT 

Secretary of State, 

Washington. 

1'{\;J.H 

IJI'IAT 

PARIS 

DotEd l>£oDDbrr 11, 18311 

Rro1d 8 :05 Polio 

29511 D£ODDbEr 11, 4 p . m. (SECTION SIX) 

S2 

Artiol• XVI. Th£ two governments shall consult on all 

questi ons rrla t ivc to price pol icy with a vim to avoiding 

disparities n:1ich would b£ or a nature to weakEn the monr­

tary solidarity cstabllahed b y thE present agrrEJDrnt o 

Any di'f1cu.lties which may a l•ise in this rupcot s~ll 

be sxamincd by thE two treasuriEs. 

Art,.cle :;:vn. Th£ two govcrl"4jEnts agree to share t llr 

bullden of all loans to l'lhicb ttcy shall in COl111'10n 3ro.nt to 

neutral or a l U .cd powcr9 in the proporti Cll of two tor Pl'oncE 

to t hrEE fer thE United :Ungdom0 

If tl:£ devclopnE:nt of the war should involve extra­

ordinary expenditures 1n ttdrd countriES tor th£ o01111110n oauar 

which s~·uld veigh cxcuaiv£1~ on onr of thE two co\·ntrics, 

t~ fort G<':>.n3 ra tl o sl~:tll bE 11 l)!)l.ird to thEsr rxpendi turEa 

for a•·= tt:1.C::. sball b" turd ~ a:;rrDDcnt brtw££n thE tvo 

gOYcrn:urnta • 
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-2- #2951, 'Dl:ombEr U , 4 P•• • (3E~ 3I:X) troa Paris 

Artiol.£ ~III. Th£ be.s a of d1Y1s1on ntablishEd !.n 

tb£ precEding articlE sbal.l be a dopt Ed fer thE cxpEndit.,..a 

of thE Polis!: and Czcch oslOYak a r"lin f1!11t1ng tor t~ com;non 

causE. 

ArticlE ~:IX. '1'h£ basis of & nsi on establishEd 1n 

.l.rt1clE ::v:n sl:li!ll bE tollcnrcd rltb a Yin to distrib>~ting 

thE loss es rcs•~hng fro"' bl ockadE puremscs. 
( T~ErE?) 
~ ~all bE considErEd aS l)lOCicadE Ou:'CbaSES t hOS E 

purchases Ef'f cctcd u- OnE of ttE two 'JO'V'Ernmtnts on the 

basis of a cou oditics decis ion ~'n a ne utral country ~ 

at qt'.otationa considcrabl) abovE ~orld prices. 

ArticlE ;;;;. ThE p r esent a3J"ECIIEnt shall l'E1!1ain ).n 

Effect f or t:U: wholE PEriod o f t '::.E war and f or a ocriod of 

aU m?nths a.!tc r thE si8Jl1n3 of tl!E t rea ty of -oEaCE o 

Done 1.n t!l::?licatE in FrEno:::. and in English , both 

texts ;:.··.t:::.Entic. Paris Dccc::lbu. 4 , 19:S9. 

l"or ~E Government of !bE -=ni.t£d ..lin~do:> o f :lrcat 

Sr~t&l.A j'.llli,}:DrJ;hcrn I reland, Jo:nt SL:lon. 
· 1 ; ., ' :1 

For tb£ Government o f t !x :>rcnch REpublic • Paul 

( E!'D c> . ES3AGE ) 

D-:LLl'l'T 

I"PL : ~:!B 
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TREASURY DEPARTMENT 65 

lHT'Gt O' f'lCC COWMUNICATIOH 

roo• 'f, B. lla41., 

2f me!!!! IOJDS 

Offuiec 
Coupoll temo !!.!!! lriCI 

~ *"llt JTI, 1.81 100 
(3/1~{4!1-61) 1 , 82 100 

*u' -rn. 
1.84 100 

(&/1~ 49-M) 1.~ 100 

9i-nt 7ro. 1 . 87 100 
(9/16/49-M) 1.88 100 

• 

• 

llulot\ 
l r1C1 ln.i- 'h 
101rf!ll1'/f 1 pt. ~2. 
1o1..-t6 1 pt. am ''-n> 
~o •. •3 1 'Dt. l :t./32 / 
101.10 1 pt. 1U/32 

101.5 1 p t . 5/32 
101.2 1 pt. 2/32 

•, 
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INTDt OI'I'ICa COMMUNICATION 

DAn Dee.-... 11, 1939. 

TO 

PIIOM 

SubJect: Report ot S.oret&1"7 llorcenthau1 a lateni .. a, held 1a 

his office on llonda7 aol'ftlng, Deoaber 11, 19,9, with 

regar4 to the aethod ot retUJIIStng tha 1 578 peroent 

!fre .. 111'7 noha aaturlDg Jlaroh 15, 19114. 

The following people were 1nterY1ewed eeparatelr: 

c. t:.Pi~·· cen·nr· IM· 

!at~u Bank ot lp York 

• •• 
Present during the 1DterY1ewe1 

Kr. Rouse, Vice Pree14ent, 
Fedarel ReurTe Bank of lew York 

llr. Repp md Mr· "' 111 

Ill'. Bell 
MHue 

Kr. Repp opened hie d1eouu1on b;r ea;rlnc probl• of ~ 

funding the X.:roh notee wae relat1nl;r e1aple. outlined hie 

pr<)poaal, ae t ollowll (1) He would reopen the IIJ4 Kareh note ·ot 

19~. rue, he 1nd1oated, would prortda the 11111ii1J aeaev.re and 

protection apinat 4eol1ne 1D tha ll&l'ket. S. ....:ll 8an the Sept­

bar 19~ date tor a note offered for oaah. (2) .. 110~4 alao 

otter an 1ntel'lled1ate bond. Be J>!>1nted out Uaa•~ IIIO'Itet wo-.ld 

Ulte aore of the 2 peroente of 19114-50, and a:caeece4 that thou 

bonde be opened at a one-halt point pN&l•. litaft,., he thoqb.t, 

could be done w1 th the ue of theu two iuuee. 

Mr. Repp went on to ear thet a long bODd woulcl .. quite well, 

but 1t prioed aUraot1n17 n would be taken ~ •d n•lllA, loartJIC 

the 11arltet w1 th a good deal of aeoondarr d1etr1b\lt1oa. !'he real 

lOJI6 tal'll 4nen41 he 1n41oated, ooaea aoatl7 froa the illavanee 
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companies. He would be inclined to leave the long term demand 

that is now in tha market to support the now outstanding long 

term issuee. 

Kr. Repp concluded his discussion by saying that either a 

two-wey or three- way ottering would go 1n thie market . 

67 

Ur. lUlls opened his discuseion by stating that the new 

off ering must include a note . He gave the following three reasone 

fnr believing this: satety, economy, and the tu axe!llpt1on fea­

ture. He estimated that 1200 to $500 millions ot the righta were 

held by t ax exemption holders . 

Ur. lUlls suggeeted reopeni.ng the 1 percent note ot Karch 

1944. The Secretary asked, why use the old notet Kr. lUll& said 

that if a new note were offered it might reeult in a very amall 

issue outstanding. Otherwise, he said, it did not make any 

difference , The Secretary pointed out that t he note was utilized 

mai nly as a safety provision, and that it the market were adversely 

affected during the refunding period $1 billion llight be turned i n 

on t he note which would make the outstanding issue 11.5 billions. 

Ur . lUlls said, all right, use t he September 1944 note and add to 

it later. ~. Repp commented that with t he present market vary 

l i ttle may be t urned in on the new nota which would result in a 

very small new note issue. 

Ur. lUlls continued, stating t hat in addition to a note he 

would also reopen the 2 percent 19~-50 bonds at about one-halt 

point premium. He expressed the view that the majority of the 

turn-in would be into this issue. 

The Secretary said he did not like to reopen issues when he 

di d not have to. He pointed out that when an iaeue i s reopened 

the premium offered i s readily seen and a point may be aada of it 

by unfriendly politicians. 

The Secretary then said he would like to get llr. lUlls ' 

reaction to a proposition he had been thinking about . The 

Secretary suggested a 2 1/4 percent bond of 1951- 5) and a new 

1 percent note. l!r. lUlls said he thought that would go well . 

Mr . Re~p sa id he thought it would solve the problem nicely and 

would straddle• both markets - the banks and the insurance com­

panies . 

I n raaponae to a question from the Secretary, Kr. Repp 

expr eaeed hie belief that the banks would take a twelve :rear 

bond, particularll with 1/4 percent mora added to the coupon. 
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On aeoond ~ Jbo. 11111• tel~~' the .ultet wcn1ld bt -
pr1ee4 &114 tl:lat tile II r 11.7 ldlb' ret a lot or aot... !be 
8ecre~ eald he ..._, tit 001114 be l:laa4lt4 'b7 a loo4 
balano1• 1a C. priolie• 

In retpoDte te a ca-euon troa the 8eoretar:r, Ill'. Rt~ 
aaid be tlloqht till -.rJ!et aow wu dhoounUng the riaaao!JW 

and 1a 1n a poai U on '' -•e ahead. 

1M 8eol'8t&r7 then aelte4 Ill'. Killa and Ill'. Jl.epp 1t tbef 

thought the baAitt wol&l.4 take the 2 1/~ peroent bonA. Ill'. Killa 
expl'8Ue4 ao.e app:rebena1on, 1.n41oat'1J18 that he bad ao- boneat 

doubte &D4 felt that 1t waa puahing the banlta a little. He 
pointed out that you auat rely on the banlta tor aubaor1pt1ona 

and that it the bond ottered 1a not acceptable the notee will 

be taken. Ill'. Jl.epp aa14 he 41d not abal'e ll.r. lllll.a 1 appreben­
a1on. Ill'. KUla then oountel'e4 by aaying he 41d not oppoae the 

pl'Opoeal but he wolll.d approach 1 t w1 th caution. Ill'. Jl.epp repeate4 

again that he waa not worried. 

After Ill'. KUla and Ill'. Jl.epp lett, ll.r. Jlouee told t he 

Secretary that the 2 1,/11. peroent bond wolll.d be hie aeoolld ohoioe, 

and thought the Secretary might oonaider a new 2 percent bond 

pushed out about six aontha longer than the pNaent 2'• ot 

19ila-50. 

llr. Devine 

ll.r. Dert.ne ea14 hie euggeet1on wae the aaae ae laat Pr14ay 

and be had 'not obange4 hia a1n4. He auggeate4 a 2 1,/11. percent 

1951-5~ bonA. 

J.lr . Dert.ne went on to 41aouaa the general ID&l'ltet e1 tuat1on, 

emphaeinng tl:lat the etrength 1n t .ha llal'ltet waa 1n t he 1nter­

med14te al'la. !o 1lluatrate, he eaid tl:lat ainoe the 2 peroent 

bond wae offered that be bad aold tl85 a1lliona ot the 19~1 

bond gl'Oup a• ooapa.red with 1511- a1lliona in the 2 7/8 peroent 

l ong ter. boll48 . !hie, he aa14, 1n41oate4 that thel'l wae tb:ree 
timee aa m~oh 4ea&JI4 1a the 1nte:n~e41ate group. He a44e4 turther 

that the long ter11 a-na waa larsel:r an inaUl'IUioe oo11Jl&117 4eaaa4 

and that ainoe the 2 peroent bonda were ottel'e4 1neuraDoe oapani" 

bad purobaae4 185 111111ona ot Gon~"~Wpt bolide aa4 that tbef are 

not 1n the aarbt -· 'l'be .. 5 .Ul1qu, he ea14 were parobut4 

larsel:r 'b7 ~e aa'*,'" - !be 111&111U1l, !be lew Yorlt Lite, and 
The lletropol1t,a. He ea14 that he bad •4• a eld"fty or th1rt:r 
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insurance oompa.nies and that the thirty oompaniee held only 

$6o millions of the Uarch note righta. 

69 

The Secretary said that he was aleo considering offeri ng 

a note. ~. Devine then suggested the 7/~ percent five year note . 

The Secretary asked h1Ja what he would th1nlt of the note and a 

new 2 peroe.nt bond. llr. Devine said that would bring the bond 

nearer the point ot heavy demand in the market and would fit the 

marke t demand more closely • . He pointed out that hie suggestion 

of a 2 l/4 percent bond was what he felt was the furthereet the 

bond could be extended and be within the range ot the large volume 

demand in the market. 

!Jr. Bell then asked l&r. Devine if he would give the Secretary 

hi e explanation of how the market was held up by the favorable 

reception g1 ven the new 2 percent bond. l.lr. Devine pointed out 

t hat in the last ten days , out ot a total ot $1~5 millions in bonds 

r.hich he sold, $93 millions were tho new 2 peroent bonds. 

Co1. Pope 

Col. Pope opened hie discussion by calling the Secretary's 

attention to the wide daily fluctuations in the market. He showed 

t he Secretary a chart on which the fluctuations had been plotted. 

f.e said that t he present market was 1 thin1 • I n view of this, he 

felt that a substantial premium should be placed on the new ieeuea 

offered. He felt that this was not n time to cut too much. 

Col. Pope proposed a three-way offering, ooneieting ot a 

note , an intermediate bond, and· a long bond. He would reopen the 

!.!arch 191t4 note, giving as hie argument t hat 1f there were only a 

small conversion into the note the Treasury would not be left with 

a small issue outstanding. The,second issue would be the 2 percent 

19~-50 bond reopened. He pointed out that the strong market was 

in this area. He then went on to say that there was a market tor 

e long bond. This market consists of the insurance company demand · 

and the banks, he thought , were now about evenly divided in their 

desire tor a long bond. He advised making the premium on the loll! 

bond and the intermediate bond the same, so as not to favor the 

l ong bond which, he indicated, would merely result in secondary 

distribution. As a long bond, he suggested a 2 1/2 percent 19 to 

22 years bond. He painted out that he suggested the three year 

call option rather than a five year call option because more people 

were now ooneidering maturity of the bond rather than the first 

option date on low coupan bonde. 
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The Seoret&rJ then ea1d he would 111te to get Ool. Pope'• 
reaction to an al ternatin plan 1n which none of the outet8JI41DC 
bonda would be reopened - a two-way propoeition rather than a 
three- way deal . 'l'he lleoret&rJ aelted h1Ja what he t:bought of 
offering a note of September 1944 and a 2 lA peroent 1951-53 
bond. Col. Pope eaid there wae ao:ne po .. ibUit,' of gett1DS a 
emall aubeoription into tbe note, and repeated that he doee not 
hol d the same view ae 1011e do, that the aarltet would not be recep­
t ive to a long tera~ bond. Considering the propoeal further, Ool. 
Pope said he did not think it dangerous and that he thought it 
would go well , but that he 111ted the t hree-way proposition the 
beet. 

The Secretary then asked him for hie preference as between 
a new 2 percent bond and a new 2 1/4 percent bond. Col . Pope 
eaid that the banke do not want to go over ten yeara, and that 
taanY boards of direotore have diaa,pproved going over ten yeare . 
He would prefer meeting this aituation by offering a ten year 
pro~eit1on and a longer term 1aeue. He eaid, however, that the 
2 1~ percent bond would probabl;r go but the publ1o would be 
be t t er served, be thought, b;r offering the three-way proposition. 

The Secretary asked Col. Pope what he thought of the tone 
ot t he bond market . Ool. Pope said the market on Friday wae 
pretty good, t here were enough orders i n 1t to keep it up, and 
there was no peaai m1atio note. 

llr . Burgess 

llr. Burseae opened hie dieouaei on by saying you can do any­
thing you {>lease, but euggeated a three-way proposition. He 
proposed: (1) reopeni~~e Karch 1944 notes; (2) reopening the 
2 percent bonds of 19 - he said that the market was expect-
ing this; (3) provide an issue for insurance oompaniea who want 
a long bond. He would euggest reopening the 2 3~ percent bonds 
ot l 95S-6) or 1956- 59· llr. Bur gees said he thought it inadvteable 
to put out long bonde with low coupons, at a break i n t he market 
would result in their going below par. 

The Secretary eaid that hie auggeatione did not appeal to 
hia, as he did not like to reopen old i .. uee. 

The Secretary then ea1d he was oone1der1JIS a new note of 
Beptegber 1944 and either a new 2 percent bond or a 2 1/4 percent 
bond with a two year epread. Mr. Burs••• eald there wae no queetion 
t hat such a propoeal would go. 
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t'be 8eoretaJ'1 tbeD uke4 ba .,., ... ble pet•-.. .. 
between a 2 peroent bond aD4 a 2 11' peroent )loiiL ......... 
aa1d 118 would 1'nor '118 2 11' peroea' boll41 u lie 414 Mt 1llillllt 
11uoh o1' the idea of 41'opp1.JI8 a aew 2 peneat bolll. al ... .U. 
the 2'• whiob han jlllt~'been illaed, Ill'. IIII'Cf .. la161le alH 
thousht the 1 pei'Oell' llote of 1reabu 1'114 pu .,oa. Ia ... , 
on to 1a7 a 2 1/4 peroent 1951_, 'boll4 would 'be 'filM~• ta 
a aarut deolille, pointillg out • ll the aal'ket pee 'bela puo 
it beoOMI a 1953 'bond rather thall a 1951 'boll4, Ia aleo pn 
another reuon tor ble prefereue for the 2 1~ pere•t !'lither 
than the 2 peroent bond, 1. e,, 1t would put the bond out 1JI a 
leae ooaceete4 area. 

fbe 8eoret1U7 then aU.e4 b1.a i1' the banka wo1114 aooept SM 
2 1/~ pei'Oent bond •blob wae eoanhat ouhide the tan 7ear area, 
Llr. Burge .. &aid with the 1/4 peroent •ore intereat the beaU 
would go twe1n 7eare &114 ea1d tbet hie bank.'• 11811: ... 1951-5~ 
and that the 2 lJII. peroant bond tell w1.th1n that range, 

Jlr. Burgeae then went on t o aa:r that be felt there waa no 
question about the 2 1/4 feroent bond going well, but he .., 
tearful ot it going •sour in a JDarltet break, aa be feU Qat the 
old ieeuee with higher premiume would wear better in a4•erae 
marlteta . 
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Deoe.Mr 11, lNt 

roa fBI Pt!!!!,.X: 

After talll:snc with lllr. lkaton about the l'earaon 

aD4 .&J.len ool-, I oallect lllr . llul.o8117 at the JuaUoe 

Departaent aD4 told Ida thet we "1'7 llllOb W&Atecl to be 

cleared ot t he 1apl1oat1on t hat wo bad tailed to 4o eoae­

thing wbiob the Juetioe Departaent bad aeked ue to do. 

I told h1a that we were part1oularlr 41eturbed about the 

atatament e1noe the taote were quito tbe oontr&l')'. 

Mr. Muloab)' aa1d ot oourae be d1d not know Where the 

1ntoraat1on originated and aeked .. What euggeat1on I bad. 

I replied that I t hought the Juetioe Department ought to 

oloar t he Treaeurr ot anr reeponeibilitr tor having let 

the trawlera eeoape at a time when the Treaeurr wae under 

oontrarr inetruotiona troa the Juetioe Departaont. 

I euggeeted that be 1eeue a atateaent aett1Ag th11 aatter 

atra.igbt. Ho replied that he thought th1a oould be done 

and that he would d1eouea it with the Attorner General. 

UD 
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Polla-s..g HDt to Dl". Y1Der 1n !IDe. l.!Ml per SeeretiU'J' '• 
requeat1 

1. lloll w ..... , b,. .a1.1oe v. ratan, ptlbl.law ., u. s. Dapart­
•n ol co-ree, Bluoeau or mn ••• 

4. llolybden- 1n Steel, cu-x Xo~ OD. ( l.,.ther-bomld. 
bOolc)-
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n 
OP&ll IIARD'l' COIIIliT'lBB Deceaber 11, 19~9. 

11115 . . .. 

Present I 

H. !A. Jr: 

3coles: 

Mr. Bcolea 
llr. !Iarrison 
llr. llaae 
l!r. Goldenwei ser 
Jlr. Rouse 
Nr. Leach 
11r. Jl\lrphy 
llr. Hadley 
Jlr, Piser 
Yr. Bell 
Yr. Draper 

llr. :Sccles , we are facina the refundina of these 
~reb one and five- eighths notes , and we asked you 
yes t erday to meet with ue to get the benetit ot 
your advice. 

We nave been discussing it a little th i s morning 
about balf or three- quarters of an hour before we 
came over and I don 1 t know that we came to any 
definite agreement. VIe d idn ' t make an effort to 
do that so much as to d iscuss it. It seems that 
the problem is a comparatively easy one, at least 
we reel it is, being a re!'undlng, and the situatlon 
of the money market ie such that we feel that the 
Treasury can do just about what it wants, as far 
a s the Treasury is concerned. It is a question 
o f whether they want to satisfy the market or -
whatever they want to do , I think they can do. 
I think the amount of excess reserves, as well aa 
investment funds in excess of the opportunity for 
investment - t hat co rporations and banks are 
going to be glad to take a lmost whatever 1s 
offered the bond market. Tbe Government market , 
generally, as well as the h igh-grade market, I 
think , has a good deal of underlying strength to 
it. 

Personally, I would favor as a f irst ~ice an 
opt ion of a note opening up the March 1 44 notes , 
the one percent notes , and opening up the 1 48- ' 50 
bonds . 

I know there haa been some discussion of a three­
way offer and possi bly there is some argument 
for it, looking at it fraa the standpoint of the 
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l!arrison: 

i eclea: 

Harrison: 

Zcclea: 

r: .u.Jr: 
Harrison : 

- 2-

TreaBU17. It h -.y faaling that tha two-way 
oftaring would be auccaaatul . It would be 
aaa1ar to price a two-way offering so as to 
avoid a saeondarJ -licat, pouibly, than it 
wruld i f a ve r, lons bond ware put out. I 
would 11ke to sae it con tined to the existing 
iaauas, rather than open up a011a naw 1saue at 
thi s tiae. I would also 11ka to aaa the 
securities priced ao that a premium will be 
kept down, as far a s possible. 

Wi.ll be kept downT 

'lihat I meant - I see you misunderstood me. 

E.x.cu.ae •• • 

I misstated what I meant to s tate , George. I 
wruld like to see them priced so t hat a premium 
would be put suffici ently h i gh so that they are 
not over- priced. I th1nk that 1n the pas t in 
some of t h a issues there has possibly been maybe 
a lit t le more profit than was necessary. I 
think a premium hera, o r a profit of f rom three 
quarters , not to exceed one point on i t , to 
a ssure a successful opera tion on this rerundlng 
i ssue . 

Now that , in general, is my feeling about l t , 
llr. Secretary. 

Shall we ldnd of go around the room? George! 

78 

I agree substantially wi th the Olalroan. I agree 
first t hs t you can do pretty nearly anything that 
you want to do on a reasonable basis. I f irst 
thought that with the alza of the issue involved 
t here mie.ht be so:ne advantage in doing what you 
have da>e before • that ia, the three-way offering. 
I think the real difficulty with that 1a probably 
the question of pricing, and I would aucc:umb t o 
the argument for a t wo- way iaaue largely on the 
ground that you could price 1t better and perhaps 
more succesatully arrange for a lower profit to 
t he subscriber than you would have to give if 
you had the three-way. 

• 
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I aaree w1.th U. C2lalJwua to tbla extent, tbat 
I baft had a r .. llDg for •- 'llllUe - and I th1Dk 
the wol- of 811bacript1ona aupport thla - that 
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the o!flli'1JI&a bawe bea a ll ttle too rlah and 
poaalbl.y w1.tb a ~_,. offerlng :JOU CID1114 afford -
tlat la, w1.th a -te and an 1Dte~ate bond - :JOU 
coul.d .rford to &iYB • -uer profit thaD :JOU 
would p~bebly haYe to &1ft lf :JOU WDted to put 
out the lena bond , too. 

I - juat WOD481'1Dg whether tbe wol,_ of aub­
acrlptio.a on racmt of!erlnaa , offered direct on 
guaranteed applicatlona , lan't an lD(Ucation aome­
llbat that perbapa :JOU -y have been a little too 
liberal. in the Ugbt of present circwutancea . 
Or , put 1t t he other way around, I am not mention­
i DS that aa a cr1t1cin but N.tber aa a suggestion 
that you could ca1si der being a little lase liberal 
than you have felt rlae to be 1D the peat. I 
would personally, too, favor opODJ.ng up ex1st1.ng 
hsues it you can find the right ones. If you 
bad a three- way lsaue, I certa1n1y woul.d not make 
ClOre than one new issue. If you bad a two-way 
issue, I think it would be preferable to have 
two existing ones if ;rou can find tbe right ones. 

Bow about iUct.ondt 

Prom the standpoint of what tbe -rlcet wants , or 
rather wbat investors want , I think they ant the 
three- wa:r option, an additional laaue of the 1944 
notaa and an aM1t1onal iaaue of tbe three percent 
boada wh1.eb they expect to pa;r a pre.1um for and 
a long-tel"'D bond . I think the 'banks woul.en't 
object pa.,rtieul.arl:r to a preailB of around a halt 
or a little bit 1110re, but the:y tell IU tbe;r don't 
care for tbe p~- ot above a point, because a 
good -n:r banlra write 1t down for par and tbe)' 
woulc:ln ' t ba Ya to wr1 te it down very 111\leb at that 
tt.e. I thlllk tbe banks would rather pa)' a 
reasonabl.e preailB on that 1 40 and ' 50 bond than 
to baYe it a little longer w1 tbout a preai,.., 
tbougb there ia some d1tfel'ellce of op1n1on on 
that. s.- dcm • t llka an)'thing that aella at 
a proal-. I think a three-way option would gin 
a lot of people a ebanca to fit in some thing that 
tiM)' need in their portfolio without haYing to 
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take aa:sethi.Dg tbat the7 dldn' t want, and then 
aelllDg 1 t al'tez-.arda, ao altogether I would be 
ln t'avor ot a tbre&-waJ 1seua, though i t wOQldn ' t 
worr,. a e -cb it' JOU !ll&de it t wo-a,.. 

I prefer the two-waJ issue , l!r. Secretar,. , the 
l!&rcb 19« notes and the 1 48- '50 bond. It 1s more 
generous tban the present lsaue Of all DOtes and 
also it avoids the issuance ot long bonds, which 
aeeced to cause so =ch trouble 1n the last crisis 
~::Cet. You rlll re1118lllber the d1t't1cultJ that we 
bad in trjlne to stab~&e the ::lllrket , p ractically 
centered in the long-term bonds, and t'lnally the 
'l'reaaurJ will save soee money bJ tbat. 

Did you s ay three waya t 

llo , t wo uys. 

From the standpoint or the Treasury getting out as 
far as possible, of course a three- way ot'fering 
would be best and also provi de some security ror 
the insurance cccpe.n1es. There i s abo a possi­
bility the banks , buying some or these long bonds 
and then turning th8!:1 over a s quickly as possible 
the second day on the ""'r lcet - it would be pre­
ferable to ha.-e a two- wa7 inue 1n no tes and bonds 
opening up those that are now in existence , !larch 
notes. 

Dr. ColdenweLsert 

I Sl:l in agreecent w1 th that 1n general , that it 
s eems to me that a two- way issue is all you need, 
and a note and an 1nt e=ed1ate bmd. r:e have in­
creased the Sl:IOun t of long- ter. bonds by two and 
a half bLllions within recent tLme, and it seems 
to me unnecessary to have a long bond , and since 
you can i ssue almost anything , I think that that 
would probably meet the situati on as well as any-
thing. 

Kr. Secretary, -Y I s&J one :aore - Ln explanation 
ot' mJ own cban,;e ot aLnd rro.a the tbree-way issue 
to perhaps a pret'erence t'or the two-way . I felt 

eo 
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that the long bond -• the wlae tbl.na to put 
out, first genere.lly t'rom the point ot view 
of the Treasury and seaond 'because I thought 
that the insurance 1nveatora would much prefer 
that and that they ought to be given an oppor­
tuni ty to be taken, the t when I find the t the 
estimates are that the insurance companies 
only own about rive percent of the r1gbts , I 
don 't know that that ia enough to influence you 
to put out an haue that otherw1ee llll.ght not be 
the most desirable. 

Wr. Piser, have you 'been arouru!T 

I •ould be 1n favor of the t•o-•ay offering tor 
the reasons that have been mentioned. As tar 
as What banks would prefer is concerned, I think 
the bulk ot the.m like the ' 48- •so bond which 
waa recently put out and would like to get more 
of that particular issue, whereas the note issue 
would be especially tor t h e individuals who , I 
understand, bold a substantial amount of this 
particular issue. I think the one percent note 
with the '48 -' 50 bond would be the beat offering. 

This note is an unusually large amount of - a lot 
of it is held by individuals, due to the fact that 

· it was a ret\lndtna of a totally tax-exempt bond. 

That 1s right . 

Wr . Rouset 

It llll.gbt 'be worth while to review the market a 
little bit from the meeting held he re two weeks 
ago today. The 1 48- 1 50a were priced as nearly 
as could be gauged, I think, right 1n line with 
the marl<et to yield about a prellll.WII of 101 and 
a quarter to three-eighths. It tumed out to be 
exactly what the market -nted and 1 t -a heavily 
over- nubacribed. The market moved up on buying 
1n long bonda and intemediate borda and notes 
at the time. Anotb•r halt point above that . It 
seemed very strong. The Ruaaian- F1nn1sb War 
d•veloped on Thursday following the Tuesday 
offering and I think the new twos , the 1 48-'50, 
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held and att.alated U. -.Kat 1n the tntel"la. 
Loog booda dl'opped o tt tl:lre.-quartera ot a 
point flooa the.lr blg:b that - bad preoe41Jia tba 
war . That whole tb1ng aeeaa to have been ab­
aorb&d. I th1nl< t!lla 1a a general reeling 
throughout tbe coUDtr"7 ~y that t here ia V8r"7 
little 11kellhood or our beooalng eabrolled 1n 

e2 

tb.e European war, that the •ritet both tund-antally 

anc! tecb.ni cally 1s quite at!'Oftg . Tb1e rill COIIIPlete 
the probla:n or the ~e&8Ur7 that 1t baa been !'acing 

!'or the past three ~the , o!' tb.e refUnd~ or the 
December notes. !laney -s ne&ded anc1 o btein&d 
through the RPOS and the c:aeb o N'ering two week a 
ago. Tbia ret'lmding , 1!' there 1a any blanket 
due t o the requir<!Centa o!' the TreaaUr"7, th1a will 

remove 1 t . As fUo as one can "X • out European 
c1evelopmenta , the ::arlcet seem&<! 1n a strong posi­
tion to receive any o!'!'er1ng the Treasury chooses 
to make , either two--7 or three- way. I th1nk 

there baa been core de:&Dd 1n tb.e last three or 
four c1aya for looser boods anc1 a grea ter indica­
tion to exchAnge for lcng bonc1a than was apparent 
a week or ten d ays ago , which I think i s a natural 

c1evelopment. 

Well , we have seen sCI!Ie of t he peopl <> this morning 
and I c1on ' t look a t 1t just the way these people 
in the street do or the way you gent lemen do . We 
will have no argaooen t on the two ways. I wou1c1 
like to do a note and a bond. 'lbe note is a badge 
in case the news sboulll be unsatisfactory, that 1s 
what wo have alaays .d one , but I can't overc~e =Y 
prejudices against reopening old 1sauea , which 
you know I have Yery strongly. In order to ;~ut 
the thl.ng on the table , wllat I would llke t o br111g 
to your attent1o:l is tbla , that we a re thinking 
eerioualy of a September 1 44 one percent note and 
a 2t percent bond rtmntng 1 51- 153. 

That 1a pracU~ the same. We aald ' 48- 150 

and you say ' 51- '~. 

Doesn ' t that give a pretf)' gooc1 - what would the 
prem1\& be on that !'tgure, P1sarT 'lbat wou14 be 

the profit! 

Regraded Uclassified



Piserl 

e . a! . Jr: 

Radley: 

B.M. Jr: 

Hadley: 

H. tt. Jr : 

Draper: 

H. II. Jr: 

Draper: 

H. II.Jr: 

Eccles : 
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Eccles : 
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I'm afraid I w:lll ban to do a 11ttle t1pr1Ds 
On tbato 

Bare, llal'riDar, thb meet w:lll balp JOU• '!bat 
1e tbe bclld and the one below h the note a. We 
have checked that with 11ew York. Ia that risbtt 

Yea . 

We are 1n agreellla'\t , a reo 1 t weT 

Yea , we are fairly close to those ea~tea. 

Wilen I say New York , I mean the Federal Reserve 
or New York. 

It 1s hard te get up any argument on tbat , Mr. 

Secretary. 

83 

Well, I like the new 1asues , alwa)'s have, against 
the old one a, except when t11Dea are hard we have 
got to rall back on acme ot the old onea. But )'OU 

have got this note that we are talking about, the 
!larch 1 44 , and we have a little over 500 million 
or that outstanding. If the note 1a ahead and 
the)' shouldn 1 t take the bond, :you might get a 
billion dollars worth of notaa and then a billion 
and a hal1' of one isaue . That wouldn't be an)' 
nicer than wbat we have got risbt now w1 tb the 
one and r ive-eighths, and I personally think 
500 million of one note iaaue is just about the 
right size. 

Yea. 

Tile premi\IID between thi a note and the bond 11011ld 
be just a little bit better tor the bond than the 
note , because it would give a nice balance . 

You aa)' ' 51 and ' 53 on the bond T 

Yea. 

Yea , that ! 1guree • •• • 

• • ,. three and a quarter. 

, 

• 
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'nle praai- on that 1a a little better tlw.D aae 
percent . It would be 101 and 5/32Dde, -ldn't 
itT 

Poeaibly twelve. 

84 

That 1s September. They are talking about Deca.ber 
on the bond. 

'lhe one with the asterisk 1n front or it . 

From five to twelve , i s that rigbtT 

Yea. 

llow, on the note you have got one to eight, one 
to five . What i s the objection on the note to 
making it December 15 on accoWlt of the maturi t ieaT 

There is a big maturity, four percent , i sn 't thereT 

' 54 a nd '44? 

With a four percen t coupon? 

Yes , air. 

But I tbou~Ytt that was the one you were tslklng 
about . Didn't you say a f i ve- year note? Didn ' t 
you suggest a five- yea r notaT 

Dated September, to avoid that four percent issue. 

Six 1210nths longer than the proposed one. U you 
openod up the pres ertt one you "M:>Uld either have 
to g1 ve them too much prof! t or you ..-ould h& ve 
to sell a t a premium. 

Yes . 

So we had thought or a prem.iUJll. or course ' on a 
note I think I a gree with you , that it i s possibly 
better to put out a new note issue than opening 
up an e xisting note issue. With a bond, I think 
it i s maybe a little different . 

Well •• •• 
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S QaC&ak l It J-t &1- J"U tllat .aD)" -N tan ... 

3celeaa B7 patti.Dc • -• oae GOt 70u caD prlce lt eo 
aa to &et •-3' ~ e•lllD& lt at a preal-. 

!!. l!. J ra n.t ls the th!D&, and I don't lUte 1t. 

<:eeles a '!be -..bot cloem•t elthor. 

85 

!!. lf. J r: ll!at.Ye r J'D1I prlce lt at, I don't lmow - lt la 
bard. to npleSn ~ the Oonn.ent•a atanctpo1Dt. 

3eclou •ell, 70u WG~ld pat out a two aDd e quarter then. 
:here would a two p<H"cll:lt one go U l t -• prl....S • ••• 

B .~.Jr: Eere yo~ a_-e (bendi ng peper t o Xr. Eccles ) . 

Pise r : Couldn' t t!>at 1asue be stretched out a lltUe 
turther U.to about J une ' 52, which would cut 
the proa:l.UII down -• and also would get a 
lltUe !'urther a-y Cro• 70U1" existing maturities! 

.i!a:iley: It would be cousideN bly under a po1Dt in proad-
11" you -:::>t out that Car, probably somewhere .f'rooa 
a bal.C to three-quarters, and then l t wouldn ' t 
be ade'f!J&tie . 

!l . l! . Jr : In d.iscu.as!n;;; this w1 t b llr. Rouae, be :>ado a 
point 'lhich I tbaugbt -• - a technical point 
whio ,... good , ti>at i t • • prlce the note aDd 
tho bond &13ost the aaso, there ls less churn­
iDs arte~. because the people ...,, .... t buy the 
bond at a big protlt a."ld sell 1t and then buy 
the note because l t la cheep. 

::celes : '!'bore Ls too such protl t on that. 

B.li . Jr : '::1:1., the s e other fellows aald , "It you get rttblD 
s l.x ""'ntha, l t 1s crowd ina the o t!le r tb1ng and 
tha t 't8- ' 50 ls awtlllly c rowded. • 

!:eelos: In other words , you ba•on' t go t a.nything e xcept 
1D this r&!l&e 1D aa turl ty and when 70U go into 
that range 70'1 have got to go lnto a little h1obe >" 
rate. 

B. li. Jr : .l.Dd that ' 48-'50 Nngo ls pretty well crowded now. 
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Let ' s .. 7 the thing was priced a tt .. otiftlT for 

the -.rket. You mig)lt get a b11Uon dollars 
and then ;rou would b a Ye 8DOtber bi l llon 1n that 
partieul&r a~ m.leh 1a prett)' •U OI'OWed now. 

I t.'l1nk they abo expressed the OJ)1n1on t.bat the 

market would r egard goi~ troa the two, ' 48- ' 50, 
to a two and a quarter, 51-'53, ae the logical 

progress~on 1n this period t'1'C:Il 3eptelllber on. 

'flhat about two and an eighth, where would that 

ecce! 

'ltlat 1s shaving them prett;r tine. 

You have got some eigh ths , .baven 1 t ;rout You have 

got s o:>e t h ree-eighths and bonds , showing that 
you have gone into the eig)lths. 

On the ' 50- 1 52 issues, they eJ.ready ba ve one of 
those. 

The 2ts • 

es 

All or thos e rel~ows asree that their Board or 
Di.reetors, Wbo said they c~dn' t buy more than 

ten years, they could stretch i t again to do 
~ one . '!he !bard of Directors would be willing 

to stretch it. 

I think that is a good - I wouldn• t have any 
strona feeling a gainst that , 

It certainly isn' t priced too rich, !larriner, 1a 

it! 

~ell , it is on the note but I don 't know what 
you can do about it. ?or the boDd, it i~ 't so 
bad, but for a little four and three-quarter 
year note , a little better than a one point 
underwriting is, of course , yrett;r sweet, but 
I don • t know 1llba t else you can do unleaa :JOU 

givs less on the bond. I ti11Dk :JOU really -
this thing would go over, eeeing it 1s a re­
funding, if 1t was not more than about three­
quarters . I would ~e to see about a three­
quarters on tbe note profit and about seven­
eighth" on the bond. I thJ.nl< the sooner we get 

• 
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to the -point where we get these - get away 
from the speaulation on rights - but just as 
lona as we are giving a point or more preaiua 
there, 1t 1e going to -.Ice these rfl!bta pretty 
desirable, 

I think 1r the maturity could be atretohed out 
three or six months to cut that premiUIII down to 
around a point or a point and an eighth, it 
might be desirable. 

On the bondt 

Yes. 

87 

'llhat are you going to do on the note , then, 
Pisert You would l et them both be in line, thent 

The note 1a about a point preiaium, isn ' t itt 
That would give them exac tly the same pr emium. 

I think we are all desirous or cutting down the 
right val ues but I don't think we want to do it 
on the refunding where the values have already 
been established 1n t ho market. If you are 
going to cut down tho rights, I think it ought 
t o be down on a cash issue. Then you can f ix 
Jour own rights . 'Jhese rights are now es tablisbod 
a nd to rut the orr at a quarter of a point - I 
think you are going to ge t more kick on that then 
putting out something you don ' t - do you agree 
with that , Bob! 

On a smal l iss ue or refund i ng . 

They will k i ck i f they are not gettina vel')' !INch 
prof it , a s much as they expected. But 1f the)' 
did- i f t hey weren't getting the profit they 
expected, in the future I think they would be 
more cautious or mora care ful 1n bu;ying rights , 
woulc:ln' t tbeJT 

If t hey could be sure of the Treasury policy, 
aure, that ie true . We out down the rights 
l&at spring but a0111ething happened right a fter 
that , we had a war . We had to go back to being 
a little gener ous . 
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I don • t think that is priced out of llne. 

I don 't tblnk ao either. 

A bi1lion tour is still • l ot or mone7. 

This is lea s preaium t han we have eyer gi•en. 

It ia deflnitel;r cutting down. 

A little leea on the long bondf , 

You have bed as much as one and a belt, even 
three- quarters, haven't ;rouf 

Yea . 

What do ;rou two gentlemen thlnkf 

As fer as I am concerned, I agree with your 
suggestion. 

Row about you? 

I think we have got to go along on that sug­
gestion or yours. 

I think i t ia all right. 

What do you think , Georte? 

I think it will go ove r all right. I go back 
to 1111 ori ginal statement, which i s fundamentall y 
a diffe r ent a_,proa cb from your own, and that i s 
about the reope~ or existing issues . 

I know. 

I am sorry thet ;you have got to have two new 
is311es. I wish tha t JOU could have onl;y on.e , 
s omehow. 

'lbat doesn • t bother .. e at &11 , a couple of =-ore 
1e.ues. I ne•er could agree - we are pi cking 
t hem up pretty fast . 

The reason I favored - aa I said at the outset , 
I f avored a tbree- wa7 and I heve s wi tched because 

sa 
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I •• aJ'Nlcl ,_ wul.cl .ad up w1 th a 'l'&l"J 

-u lcmc-teN la- .... J'OU ~4 U't'e ,Jut 
aDOibar 1a- with a ~1- _,.be 800 or 1150 
aJ.ll ton-•••• 

Sa~~PD•t.q- clo lt the ~ " are Jut talll:lq 
now. 

I llboGl4 th1DII: JOU ~d have a prett7 good 
diwialon. You would ba't'a enoust> ot the notee. 

It h bal&needf 

Yea. 

as 

I bet you get -re ot the bonds than you do the 
notea. You will have eight or nino h\D'ldE'ed 
JD1l.l1on or _,.be a billion ot banda. 

You are atretchl.Dg a little what the banks want , 
but t h ey will take lt. 

There ls one fellow - gosh& 
la no present rra. heaven. 
aakea me think _,.be we are 

Ougbt to JUke you t e ol good. 

ho aa~d thla, "Thi s 
I sai d , "Well, that 

on the right traok. • 

I must ay I ll.ko the tact that the premium or 
the profit ia out down aOlllawbat on thh offer ing, 
troa what I waa al'rald you might have to do 1t 
you had a three-.. ,.. I Man it runs down to 
oaa pol:!.t t1ve to elgbt, doem't it, approxi.zaatol;rf 

In tbat rena•. 
T.be r18bt• are aellJ,na tor 1 and l/13th now, which 
1e about 1 point 12/32Dda premium. 

It laa been in that range or a point and a quarter 
to thre-eigbttu ~· paat taw weeka. 

T.be aarket 1an't going to lllce tb~a tlra t crack. 

It 1a going to take a llttle th1nk1ng over. I 
•• Jut going to add, I t hink there 1a a llttle 
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forcing ot the market in t he sense oL t h h 
ten- 7ear demand but it will come up to it. 
They will take it and be glad to get it . 

'lo'bat would be the maturit7 of a fixed 2t, no 
callable featuref 

We haven ' t 
we ehould, 
spread. 

figured that, and I don't see Why 
'1he7 won 1 t give us the two year 

It would probablJ be about the Decnber 1 5:5 
date. 

I have always argued for the cal lable feature 
on the ground it gives you a chance to open 
up again a little later, 

We have opened up issues when times got bad. 

I have been doing a little rough f i guring on 
t his issue. It seems to me it might sell at 
about a point and a half rather than a point 
and three- eightha , as has been suggeeted, which 
would l ead me to think that you might be able 
to str etch it out another three months and 
cut that premium down. 

You get into another year then; it ia called 
a ' 52 instead of o. 151. You may well be right 
about the price , becauae I th1nk there is a 
real possibility that the Whole market may 
move •i th t he removal o f t he blanket. 

Yea. 

Well, gentlemen, unleas somebody i s really dis­
pleased with t his, I would k i nd of like to do 
it this way. 

What would J OU think of giving the extra three 
monthaT 

I think i t 11 an unneceseary risk. 

It would reduce the premi um or the profit . Bow 
much would it reduce the profit, PlserT 

90 
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P1serl 

R. li . Jra 

Eccles I 

Radley: 

B. U. Jr: 

Eccles: 

B. tA . Jr: 

Bell: 

Piser : 

Radley: 

Bell: 

H. M. Jr: 

Bella 

B. M.Jr: 

- 16 -

I will ban to 4o a lit tle tigu1'1n& on 1t thara. 

Wa t1guN4 tbb aDd- Obaekacl t.t with tha Fad 
1n 11- York. .. tl~ U wo'llld aall betwaen 
101 aDd &/~IID4• and 12/~I!Dda, 'l'be7 ban chacltad 
that with llaw York. 

'l'bla mom1ns'• maritetl 

Yaa. 

I don't thlnk that .... 

P1aer was talking a bout l6/:52nds . 

I don 't know how be gets that way . 

You are figuring on the maritet going up a little, 
aren't ;rouT 

l'lbat I was tigur1n& on particularly was the tact 
that i t bas a aborter call period than either 
ot the 51 i ssues that wo are comparing it with 
and in addition that it would be a t a lower 
pri ce , wh i ch would a ttract some buying, so I 
think i t would sell a little out ot l ine, having 
a s lightlJ lower Jield than you w~ld get from 
merely using the line that you draw through 
tboae ia auea . 

We h ave made our es timates on tbat baaia already, 

I think there ia a posaib1litJ, aa Wr , Rouse aaJa , 
that thla maritet -Y go up a little and you migjlt 
get better than one. 

I have a p reaa conference at 4:00 o ' clock on 
Monda;ra. I don 't think we would relea se thia 
until to1110rrow 1110mi.ngo 

I -• soins to ask ,ou 'lllbetber ,ou wan ted to do 
that th1a a ttemoon or tomorrow mom1n&. 

I think ror to1110rrow mom1ng, and then Ball ba:. 
allked ua - t hought we ought to lean this open 
three days this t ime on account of such a wlda 
db tr1but1on. 
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Bell i 

r.ccle s 1 

Bell: 

Had l ey : 

H. J( . Jr: 

'louse : 

Rouse 1 

H .~ . Jr: 

i>celes: 

H. W. Jr: 

~ccles: 

!I . M. Jr: 

Eccles: 

H .~ . Jr: 

i.ccles 1 

- 16 -

We tnink there is a pretty wide diatr1but1ao 
1n view of the tact it waa a ret'undl.ng or the 
Liberty 3i, and maybe you' d better leave open 
that extra day to get them in. 

What objection could there be to leaving it 
opent 

Just the per1od or uncertainty, and the big 
bondholders won't turn them in until the last 
day, that is the only objection. 

Would an announcement ton1g)lt - give them two 
days f rom that? 

r.e have been letting it out every afternoon. 

A litt le variation doesn't do any harm. 

No , and this is a refunding. The others are 
always just cash, which is one day , 

Fi guring three days , I think tomorrow morning 
ia all right . 

The other thing Bell mentioned, we woul d like 
to put 1n a hundred million dollars for our 
trust fund. 

We have got - have we got 160! 

Trua t funds. 

Open market? 

No . Last time we took 50 million for trus t fUnds 
at par. This time we though t on the ~ we would 
say between now and the fifteenth of Karch the 
Treasury may absorb a hundred million dollars ,of 
these - its trust funds . 

In other words , ••• • 

Give ue three months. 

Instead or putting the - borrowing the fUnds like 
you have 1n the past, you will aell th e funds, 
the bondaf 
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B. lt. Jr l 

.o:.cclos 1 

Bell: 

H. l! . Jr: 

Eccl es : 

li. M. J r : 

.. cc l os: 

B. )1 . Jr: 

Eeoloa: 

Berrlaon : 

H. M.Jr: 

- 1'7 -

Yea. Wa etlll have over 200 llilllOD apecial 
twoa and •• ha..,. all or theee ~de nee41Da 
801187 and ina toad or haYing tb• so t o the 
lllAl'ka t , we ca n take any amount up to a h11Ddred. 
It doesn ' t neceaaarily mean we will take a 
hundred but anything up to that . 

You are g i ving them a secur1tJ that i s ready 
for the •rket 1n case they want to sell thea, 
whereas your special twos are not Toady for 
them. 

!bat i s right . We have to rotund those. 

And it keeps those special tunds out of tho 
-"<:at. I moan they don't have to go on the 
market . 

It 1s a good thing for the funds to have the 
t ype o t aocuri ty , too, that 1a ready for tho 
market . 

That 1s right . 

.. bereas i f they have got to spliCe the twos , they 
are not •••• 

Take F.o.r.c. , they have a special two and i f 
they should need so~• money they could sell it 
in tho aarket instead o f selling it to us, so 
it gives them that additional noxib1lity. 

1bat, of course, d oesn't mean any new money at 
all, all tha t moans is morel7 a t ransf er of -
I mean it means g iving th1s f orm of security 
instead of tho form of security that you hevo 
given t hem 1n tho past. 

Giving them more interest. 

With tho possible exception that - tho last time 
we canceled twos for the new issue. In this 
case, i f the Government Li fe or so~• teachers' 
fund or SCDe thlng like that comes 1n aD4 wants 

t o invest 1110ney anytime during the next three 
montha, instead or going to the •rket, we will 
j ust give them aome of this, or BCIIIe Ownora 
Loan. We have got so man;, requeate froa 
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Harrison I 

H. W. . Jr: 

narrlaon: 

Bell : 

Harrison: 

Scelos : 

H. I.! , Jr: 

H. ll. J r: 

Szymczak : 

H. t.:. Jr: 

'Eccles : 

H. II . Jr: 

Bell: 

- 18 -

Government agenciea that want to buy and tbey 
get rather cranky with ua when we won ' t l et 
them go to the market . 

You sell it to them a t parT 

Yes. 

That is a ni ce l i ttle present. 

':le are selling tbem to tho market at par. 

That is different. 

George , I am jus t the oppoei te . I think you 
are least justiried in selling to tbe market . 
I think you are less justified than you are 
t o the fund . 

If lt was any argument . Now, one other thing 
we would like to - someti me after the first of 
January, the Treasury would like to meet at 
sane Federal Reserve Eank and ask the Federal 
Reserve to bring 1n the people who have to do 
with the policing, because we reel that there 
is not uni formi ty between Federal Reserve dis ­
tricts as to bow they police , and if a meeting 
could bo held at some one p lace ••• • 

'lhere it is warm. 

Da.llaa . 

You want those people policing all of the ?ederal 
Reserve banks to como ln at oncot 

And have a meeting and have everybody come 1n 
at some one place and let Bell and whoever he 
wants go there and moot with them and have a 
two or three day session and go into this whole 
question. 

The operating peopl eT 

Yea . 

I woul d like to make that a one year proposi tion, 
do i t every year . 

94 
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Eccles : 

SZ:ylliCZak l 

.-'arr lson : 

roll : 

!:cc l os : 

Bell : 

.r.ccl &e: 

!>611: 

Leach: 

Eccles : 

Bell: 
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Tbe bank presidents will be here t omorrow. We 
are having a cmference or the bank presidents, 
ao that if there i a anything that wanta to be 
taken up with them - I don't auppose there is, 
in connection with th1e. 

Dan can come over and make a statement to th ea 
and later on they will have an i dea of 'llhat he 
wants . Bow about that, Georget He can !Mke a 
statement to the presidents to1110rrow as to what 

ss 

he has in mind , just generally, and then whenever 
the meeting is called, they will already have that 
into~ation beforehand. 

All right • 

I wi ll be glad to co,e over, 

They may have some suggest i ons to make. Maybe 
they woul d like you to go to each one of them, 

'lbat is wbe t I \TOuld l ike to do , over a period 
of years , because I think 11e ought to ge t acquain ted . 

'ilhy over a period of years? It looks to me like it 
you are going to • •• • 

V/ha t Dan bas 1n mind 1s to meet with a ll these 
fellows at the Federal Reserve banks at d1 fferen t 
time a . 

Yes. In other words , you would have a conference 
1n some district every year but not the same di s ­
trict. 

We would like to aee tha t ., because we ere not at 
all &a tlsfied with t he way we are handling i t . 
'!he banks 1n Baltimore complain that corporations 
and indivi duals get advantages over them. 

As long as t here is a good profl t on this, you 
will get c~~pla1nts. 

In many of these fiscal problema, natur~lly we 
have to l eave discretion in the Federal Re s erve 
banka and you o.re so far apart you just can't 
got together on tboae d1s oret1ona, and we think 
it would be a fine t hing it we could just get 
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B&rr1aont 

B. II! . Jr t 

Eccleat 

H. M. J rt 

-10• 

ai'GIIIIl a ~. haft • ~ u4 4U ... U. 
·~• ~ ot ~ ptae tleoal prob~. 

• abfsd1lliMI .... JD'- ,.._..tor tale 
Pr .. 14ent'• C(IDfelN!Doe Ultol'l'OW, aD4 1t 1t b 
..,....bl e t o J'OU" w111 .. t JOU to -• o'"r• 

Ie tbel'e ~ .,ou ba•• on 70111' a11111 , Jlarrillert 

Bo, I ha•-'t D7tbina • 1 ••• 

Anybody go t an)' att ertboushteT 

ThAnk you all ver-r auch. 
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niOIII American ll:abae iJ, BerllD, 0.~ 

DATE: December ll, 19~9, 3 p.a. 

NO.: 2~· 

On the twenty-sixth or November Polish currenc1 in 

denominations greater than one zlotJ eeaeed to be legal 

tender in those cllstricte ot fonaer Poland which are nov 

a part or Germany . Until fUrther notice, Polish coin or 

one zlot y, fifty, twenty, ten, and f i ve groaohens remain 

legal te.nder at t he rate or 50 reichpfenniga to one zlOtJ. 

In that section or German-occupied Poland comprieed 

in the eo-called general governnent whose capital i a nov 

at Krakow, t he zloty remains legal tender. There ie be ing 

carried on gradual retirement or the Reicbekreclltkaaee marks, 

i ssued in the early days ot the occupation by the ?.eichekrecll t­

ka.sse , vhioh pertonaa the f unction or a central bank for t he 

general gover11111.ent. This 1nsti t ution ie nov aainta1.n1ng all 

its accounts in zlotys. So far as we know, there have been 

no new ieauee or zloty currency by the Reichekreclltkaaae, 

1:hich i a ueing the currency rema1n1ng in the area and the 

zlotye vh1ob are being withdrawn fro:=~ ciroul.ation i n d1etr1cte 

which have nov been definitely incorporated in Gre.,ter GermaJl1 . 

It ia requeet~d that th1e intoraat1on be t r ansmitted 

to the Trea&urJ Department. 

J:IRI. 
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C&bl•uoa noein4 traa Dr. a . a . luBe. Clmnsldnr;, Chill& 

To llr. 11:. P. Chen, WuhiDflton, o. c. 

Teleuoa De..-r 8th reoein4. Be.ae4 on preaeut 1liJW>s 

and tr&Daportation cond.1ti ona , total production of t.uJsaten 11 

eatwte4 o.t m'n'"• 10,000 tone for noxt year. Thio u.y pouibq 

reaoll lli , OOO tona if cond.itiona &re ta"OOrable. 

Scaetime &flO the ll&tional Ruouroea c-iaaion appointed 

the Pelcins SyDdioate , a Britioll tirm in China, u oellins agento ot 

tungoten abroad. Saleo ""re to be limited to the amount not needed 

by the OoYermoent . Azt:1 Ol:ll>lll1t 1t1J0;f be r eaarTe4 by the Government tor 

its diopoeal. 

l!ext y ear &bout 5 , soo tona will be required for barter 

purpoooa for delivory to l\tssia1 500 ton.o earmul<ed for Gr &l\t Britain 

undor the Britioll orodit arrans.,.nt, and 1,000 tona contracted to 

aell to Franoe for cub. This lo uoo &D estuate4 b&lanco ot 

about ~ .ooo tons. All tho available balanoe , if a:ey, 1t1J0;f be &hipped 

to tho Unitod Statu for aale. 

A.t preaont the prinoipal port of ahipnent h Haiphong. 

bll quantitioa caD alao bo shipped tl"':: the porto ot Klrantung 

and Cholciang ProTinou. 

Total annu&l production of tin is about 10, 000 tona , and 

hu liMn entire:Q- turned over to the Contral Gon,.,...,t • 

aa S.Oh- Chiu, the procluoing ceut•r of Chinese tin , liea oloae to 

the TUDII&D- Indo-Chin& Rail~, tranaportation h connnient and 

regular deUTory of tin 1e assured . 

Pleaae OOll't'fl1 thil intoNation to Secretary Jlorgenthau. 
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C&bl•V' .. reoeind t"ram Dr. B. B. IJ.m&, Clnanpins. Cb.1Da 

!o ll:r. JC. P. Chen, lfaah.i.zlcton. D. c. 

Telegram Doo~r 8th r eoei Ted. Baaed on present mi~ 

6nd transportation oonditiona , total production of tungsten i l 

ootl.JMtod at " 'n'""" 10, 000 tone for next year. 'l'hlo .,.,.y poaaibq 

roo.ob lli , OOO tone 1J: conditione o.ro to.TOro.blo. 

S<aotiloe ~ the llation&l Ruouroea Cca:>ission appointed 

tho Pelcing Syndicate , " Britiob tirM in a.tn.. , as selling ar;enta ot 

tunr;oten abroad. S&lea were to be ll.mitecl to tho .-.nt not noodod 

by tho Gonrmnent . JJq .,..,..nt; .,.,.y bo roaOM"od by the Govormoent tor 

itodioposd. 

Next y ear ab011t 5 , 500 tone will bo roquirecl tor barter 

purpoaoa tor delivery to Ruasia1 500 tons eo.rmarkocl for Gr oat Britain 

und.or the Brit ish or edit o.rro.nr;omont 1 lind 1 ,000 tona contr aotocl to 

aell to !'ranee for o•sh · This lo o.voa an eotl.Datod blllanco of 

about 3 , 000 tons . All tho aTt.ilabla blllanco , 1J: Uf!f, .,.,.y bo alll,.d 

to tho IJnit>cl Stat,es tor 9-1•• 

At preoont th' principal port ot ahlp:1<121t is llaiphonr;. 

Small quantities can also bo ahlppod fro:>. tho ports of lllrantung 

6nd Chekiang Provinces. 

Totol annual J""Oc!uction of tin 1a abOIIt 10,000 tons , alld 

has boon entirely turned aver to tho Central Govorm.ent. Inaat11ob 

... ltwoh-Chiu, the producing oontor or Chinooo tin, lies close to 

tho Twman- Indo- China Ra.il~, tranoportation 1e oomoniont 6nd 

T0£11lar dollYory Of tin 1a &OIUrOdo 

Ploaao con-ray thia informati on to Soorotery Morgonthau . 

Regraded Uclassified



' , 

' 

, 
, 
' ' • 
' 

' ' ' l '', ' 

B u 

TSJNGHAI 

... ___ ... 

, 
' 

R 

' ' \ ._, 

SU<A.'IIG 

\ 
\ --._.,-

, , 
' , 
' 

__ ,--,t:. 
' 

' , , 
" , . -

,-~ / 
'·-- l ... ,, 

,_' 
I , 
• 
' ' 

--. 

• 
' 

\ 
\ ... __ , 

' ' ' .... , ,.-
, .... ' , __ /-..._/ ..... _, ' 

' ' , '.xr.. .... L '-S 

./ 
I NDO -C H INA 

,. --" 

. ' 
KIANGSl I 

' .-

·-

IMP OF HIGHWAY$ AI'IO 
IWLRO.IDS IN 

SOtiTH·WtsT!RN CMI~ 
t.t•t"Dl 

Regraded Uclassified



~ 00 

FIIOXI Aller1au Kaba&Q', Pane, Pranae // 

P.t.IW'IIRAIIK or m 11114 ¥ 1\&C&ltD 

41 DATE: Dea .. ber 11, 1.9:18, 6 p.a. f ~ 
110. I ~15:5 

Ft8 mE 'l'BP: •IRIRT IG'AB!V'Cft. 

'1'h1e 111orn1.Dg- qa1ll reae1Yed a rte1t traa Prote .. ar 

Riat. He told ua, ae an 1Zld1eat1an that Geraall)' 1e eutter1q 

a abort-a• at -~-. that 1ntoraat1an wae 1n the ~de 

a! tbe Frenah Blaak&Ae IU.Jdetr)' that Gera11111 had propa .. d 

t o sell a substantial .-aunt at -rana41wa, which 1n Gem&~~ 

Sl:lel ter a 11 reaoYared h'oa p1g 1ran, to an Italian t1ra 1n 

exchange t or auah quut1tl.ee at terra-n1a ltel and !erro­

oolybdenwa a s could be ob tallled b7 Italy. 

END BECTIOll ONE. 

BULLIT'f. 

Y.:LW 

Regraded Uclassified



AC GRAY 

Pari s 

101 

Datcd Dectmbtr 11, 1939 

secretary of State 

'l ashi ngton 

Reo 1d 9 :15 p .m. 

2953, DtctmbEr 11, 6 p .m. (Section Two) . 

Under a dtcrEE published in the Journa l Officitl 

of December 9 , procEdure is outlined under which 

dtolara t i , ns must be madE by those who pos sess , 

adminis t er or hol d in dEpos i t stocks of raw metals 

and alloys f or smelting; metals and alloys in ingots, 

bars , ct c etera , metallic carbides; abrasive raw 

material; crude rubber; chtmioala utili~td for the 

manufacture of glass ceramic and paint and old acta' s. 

Under an arrEte publlshtd in thE same Jountal 

Off icitl thE ~inister of ArmaMent is authorizEd to 

set up a fund for thE purpose of tnual1z1ng thE 

import and domEstic pricE of ccrta1n metallurgical 

products auch as stEEl bars, ~ila , ~irdcrs , et cettra 

(a rc ~tspatch No. 4304 of November 17 , 1939) . 

Tht full powers law approved by Parliament on 

December 1 (telegram No . 2887 , December 2 , 5 p ,m. ) 

pr omutgactd in tb£ Journal Off ioitl of Dcoember 10. 

ThE 
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• 2 • #296~, DEocabEr 11, 5 p .m. (Section Two) tram Paris 

The further dEerE£ publishEd 1n thE sa=e Journal 

OffioiEl providEs that during the pcriod or the war 

rorci~ mtrohandisE liablE to thc g£neral tangiblE 

tariff may upon thE request or thE pertinEnt Minister 

and after a pproval by the Ministers or Finance and 

Co~trcc bE excEptionally admitted undEr the minimum 

tariff whtn indispensablE for the coonomio life or 

thE nation or for tht supply or equipmEnt or manu­

raoturcrs working for national dEfenat . 

BULJ.ITT 

IITiol:HR 
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. 
Par !a 

Dated Dtc£mbtr 11, 19~9 

Rcc •-1 9:05p .m. 

Seorc t at•y of State 

·~ashtngtcm 

2953, December 11, 6 P ·"'· (S!:CllOl• THREE) . 

A furthe r decreE prov1.,es tbat a.~er Decc=bcr 15 

next r~cch , fro~cn or conserved r.eat cay not bE solo 

on Frilnys nor may restaurants s e rve n-;eat on that day. 

Undtr~o dccr££S published L~ the Journal 

Off1c itl of December 11 dtclarat1ona rust te ~a1e 

to the authorit ies by those who possess , detain or 

hold on deposit more than 100 kilogr~ of old papEr 

or paper containers of all klnd, chiffons and • as t e 

of t extile products . Tbe pre~le to t hes e decrees 

stresses the urgent ncccqs1ty tor the Govc~cnt to 

reduce imports of such eate rial to the l o•est possible 

a:oount on account of the cost as well as tonnagE 

required for t ransport. 
Normal and pErmanent budge t ary revenue for OctobEr 

1939 totaled 500,048 , 000, 000,000 tranca which 1s 

1,259,000, 000,000 rr~re than tor Scpte:ber but 

362,349,000 francs l ESS than for the corrEsponding 
:~~onth 

Regraded Uclassified



!04 

• 
- 2 - f24 5:S , D£ccmb0' ll, 6 p . m. (SECT'IQll "lliZn} ~ ?arb 

::ootb of 1938 . Rcvrnuc fro:JI 1 rc11r cct tuat lac. 

::ocopo11Cs and d ama.1n 1S ?9? , 000, 000 lus tb:£> ~tary 

ut1l:.atCs (the onl.y catq;ory of rocnuc wblcll c.c tl: 

:t=£lla:cly co::par<d with utl.m&tU ) . Cc::!:=c<! A-..,.~ 

ar.d 3cptc:::l>Er r evenuE: was r eportEd 1n tt:lq;rs: ~-

2~ of Dcc~bcr 19 , 6 p.~. 
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SEcrEta:·. cf 3tat£, 

GRAY 

PARlS 

Da tEd DtoEmbEr 11, 1~39 

I :ltO d 7:20 p , m, 

PECTH'l' PO~) 

:os 

r··E 3w1Ss national t:a!U statt~cnt for Dtconbtr 7 s :O.ows 

gold hol'~r3s ~c~ £ , 300, 000 to 2 , 007 , 500, 000, Port~gn 
rxot-.anc;£ ··-1<'.: n,ss WErE dom 7 ,~oo , ooo to 334 , 50o, ooo. 

ll otE circl·.l.at' -:n ~as down 21 , 100 , 000 to 1 , 990, 500, 000, 

and s i..;' t obli.:;s.tiorus vErt \'P 5 , E.oo , ooo to 833, 600, 000, 

Gold cO\'Er .. s 81 , 70 &s against 81, 74 , 

~h~ ~:-.=ncia1 ill''"" carr! E s rMor ts trat r:olland is 

a bO t ':.o· !loat a t-e:nty ;-t:ar loan of 300, 000, 000 florins 

·~th an :.:-.tErEst rstE or ~~ an<! an i s au£ pricE of 99. 

T·E .ar-5 sEcuritiEs carkEt nas strong today a nd rrntE 

1ssttES •• trE c<:rti c:ul.ar1~ in dE;~n1 . ThE do1lor Exchcn..;E 

guornnty i.s~·.!£ QCV<>!lCEd 5 , 10 f1·~0a tJltl thE 1925 EXC!:all5 £ 

guarnnty ; ssu£ 1 .~ fr3ncs . ~t~r 1asuts rosE from 50 

oEntir·'.ts to 2 , 50 f'r::ncs . Off1c1o l rxchcngt r e>tts l" ErE 

unct.r.nst d. 

3JLLITT 

' 
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TEL£GR:.M SENT 

CK 
Decemb Er 11 , 1939 

,J'EMBi.SSY 

LONDON 

1588. 

FroM the Stcrct~ry or thE ~rLasury for your informati on 

ond to bd rcpc~ttd to Patte and Berli n , 

The Secretary or the Trco.si.U'y \/ill annnounc t offEri ng 
tomorrov: Otccmbtr 12 of 12 - 14 ycnr 2-t ptrcmt Treasury 
Bondo of 1951- 53 , a nd of 1 percent 4 year and 9 month 
Trt~snry Notes of Ser i es C-1944, both in txch:mg t for 1- 5/8 
pcrctnt Trtasury Notes of Series ;,- 1940, m:-. turing March 16, 
1940 , Tht =ount. of co.ch offering to thE public v1ill be 
limited to thE ·mount of tnt~turing notco tendErEd e nd '\CCtpt ­
td in cxch~ngt therefor, and in addition up to $100, 000 1 000 
of the bonds :n::v bE sol d to Government Investment ;,ccounts 
for c~sh during thE next thrEE nonths , at par a nd accrued 
interest , Both issues nill be d•ttd December 22, 1939, end 
" ill bt~r inter est from that d~tc , 

The ntn Treasury bonds and notes nill be accorded thE 
s ·mc exemptions fr~ t~x~tion ~s crt accordEd other i ssues 
ot Trc~sury bonds ~nd TrE"sury notes no~ outstanding . 

1 - 5/8 percent Tre~sury Notes of Series ;. - 1940, "'" turing 
lhrch 15 , 1940, nrc noYI outstnnding in thE runount of 
Cl , 378, 364, 200, ThE pr Esent of!'cri no r1ill be thE only 
opportunity aff orded t he hol ders of these maturi ng not E§ t o 
txch~ngt them for other i n tcr tot -bt'lring oblignti ons of the 
UnitEd Statts , ;,ny mt~turing notes not so Exchanged ::.t 
this timE 11111 b t pnid in cash whEn they mature • 

E •• :!!?:MEG 

HU!L 
(HP) 
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pA1W'JilWIK OP m-•• W&UD 

IN* I Aaer1oan Eabaa•7• Pari• , Praaoe 

DlD: ~oallber ll, 1939, 10 a.a. 

10.1 I!SI-" 

I'OR '!'HE 'l'BEA.81lRY DKPARTMDl' . 

It 1e etata4 1.ll a ~oember 8 pre .. deapaWh troa 

v .. Mnston that the Fa4era1 ae .. rYa Board baa •1 .. -a aa 

unprece«enta4 coJII)UaUon hera toda7 ~ U. 41apoaab1e 

t1nanc1a1 reeOIU'O•• ot Great Br1ta1n, Praace, Oer.&D7 aad a..-ra1 

neutral. nat10IUI 1.1lc1u41ng Ruu1a1 ; 1t vo.Ud be of be1p to 

the Eab .. •T 1t rou cou1d cab1e ue a bre&lt4oWD of Qll.e 

• ooJ~~P11&t1on •, eepec1al.17 111 t h regard to Great Br1 ta1.1l &D4 

Frenoe. 
BULLift. 

EA:LW 
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p.;.US 

!EL EGIU.ll sorr 
PLAIN 

Dt:ccml:Kr 111 1939 

?ro: ::rc~sury Dq:art::£ nt . 

~n rq:il.y to yc= 2944 DE:ctl:l'I:Kr 11, 10 a . m. 

In1'~r=-t1cr: r£1.tsstd by Federal Rtscrvt Board rElates 

;o :;old rtstr~£s or far<ign countries , doll~ balancE~ and 

1:">vcst::!:nts or foreign countriEs in thE Uni t ed States . It 

su::c&rizts already pub1.1s i:E d information. The figurEs 

rtltascd ~ =11lions or do11a:s as of t nd of August 1939 

art as !'ollo•s : U:d t£:1 n_ngdoc, gold two thousand , dollar 

balances fiv£ tr:nir£d a~ n1ntty-f1vt , hold1~s of Am£rican 

ste~it!.ES SL'rrD 1::ml:ir£d and th1rty- f1Vt 1 dirECt a o:i Clthtr 

1nvcst:E:lts 1:: t!:!: :!nit£<: s tatts ninE t.undrtd . Frane£ , gold 

;!:.ret t~--:;u-..' , dollar balances thr EE hUndred and fifteen, 

t~ldiogs of ~r1can steuritica one hundrEd and E ighty-r~vc , 
:Un:ct anC cr..hE:r invtstcEnts in tb£ tln1 ted States Eighty • 

':otal 8:'1t1sh ar;d FrnJOb ~pirES, gold S:iv£ t housand s even 

hu.~td and t'Uty- fiv£ , doll u balanCES one thOUsand ~•o 

( l::u.ndrtd r.nd :;Uty-f1tt , h01&n&s o r A=trican securitiEs on£ 
thousand 
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- 2- {}150'7 , :..u~t11.ll , to Paris 

·thousand t our hundrEd and t wmty, dir Ec t and oth£r invtst­

lll£Dts in t:'E Un1ttd States on£ t houoard fivE hundred and 

forty . GEr"l»nY, gold on£ hundrEd and fifty , dollar balances 

ten , no other figurEs arc shown. ~. s . s .R ., zpld one thou­

sand, no o~Er f~Es arc shown. Total neutral countri es , 

0
ol:1 f1 v - thOl!sand sEvEn l!Unirtd and sEventy-fiVE , dollar 

balances one t~ousand six hundred and thirty , holdings of 

/.l:ltr1ca !" st:c•.zrit1ts one t ho'-!Sand thrEE bundrtd am ninety­

five , direct and othEr 1mtstm£nts dgbt bundrtd am suty, 

Tot~l all f o:"t1gn countries , gold eleven thousand siX hun­

dred a ni ti~ty, dollar balances t wo thousand ninE hundrEd 

and r1vc , ~ol~~s of Acrr1e~n sceur1t1ts two thousand 

c1sht !•unr'crcd and fii't£en , direc t and other investments in 

tb£ .ru. ~tel St atts two tbousa!'ld tour bundrtd. 

;roLL 
(J>} 
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AJ.tERI. CAll E!IBA3SY 

PA.'liS 

150'7 , £1 EVtnth. 

TELEGRAM SENT 

PLAIN 

OtoEmbtr 11, 1939 

From Trtasury D£partm£nt . 

.. 

:.10 

I n r Eply to your 2944 Dtotmbtr 11, 10 a . m. 

I nformation rtltastd by Ftdt ral REsErvE Board rtlates 

t o gold rtservts of foreign countriEs, dollar balance~ and 

i nves tmE nt s of foreign countries in thE Unit ed Statts . I t 

summarizEs alrEady P!lbllelEd information. ThE figures 

r elt astd i n millions of dollars as of tnd of August 1939 

ar t as follo•ns : Uni ttd Kingdom, gold t"o thousand, dollar 

balances f i vE hvndrtd and nine ty-fiVE, holdi~s of Amtrican 

stcuritits sEvEn hundred and thirty- fivE , direc t arrl other 

~nvestmtnts i n tht United Statts nint hundred. Franc£, S?ld 

thrEE t housand , dollar balancto thr eE hundrtd and fif'ttcn , 

holdi ngs of Amtrican sccuritics onE hundred and tighty-f'~vE , 
dirEct and othEr investmEnts in tht Uni ted Statts tigbty . 

Total Br itish and Frtnch Empires , gold tivt thousand sEvEn 

hundrEd and fifty- five, dollar balancu onE thousand t\'o 

hundrEd a rrl 31xty- f'ivc, holdings or Amtri can sEcuritiEs one 
thousand 
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-2- #1507, JECEtbtD.ll , to Paris 

·thousand four hundred and twEnty , dirE at and othEr invEst­

mrnta in t".•E United States onE t housand five hundred and 

forty • Oer•11ny , gold one hundrEd a nd f if ty , dollar balancE• 

trn, no other figur Es arE shown. ~. S . S . R ., geld onE thou­

sand, no ot!~Er figurEs arE shown. Total nEutral countriEs , 

goli fi v: thousand sEVEn hundrEd and seventy- f ive , dollar 

balancEs one thousand six hundrEd and thirty, holdings or 

AmEri can stc'-li'itiEs onE thousan d threE hundred and ninEty­

five , dirECt and othEr imEstm£nta eight hundred and s:t::ty, 

Tot3l all f oreign countriEs , gold ElEvEn thousand six hun­

dred and cl~~ty , d ol lar balancEs two thousand ni nE hundred 

and five , hold1ngs of AmEr i can securities two thousand 

Eight ~undred a nd fiftEEn , dirEct and othEr invEstments in 

the "nl~E~ States two thous~~ four hundrEd. 

EA: "F : !'EO 

.. 

:roLL 
("'F) 
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Scoretary of St~tt , 

· 'nshington. 

2584 , December 11 , 

FOR Tl~.' .URY. 

PLAIN 

London 

Dnttd DeoEmber 11 , 1939 

Rco 1d 1 : 13 p. m. 

:!2 

1. Ple::s E substitutE th£ follo•11!ll; quotation for that 

conto.i ned in thE third pnr.,gro.ph of llo . 2570 of Dec tmbtr 8 : 

"I cnn only say on bEhalf of r,>ys tlt' • • , ancl nll my 

colleaguES concernEd Y•ith economic offnirs , th..~t should 

the Prime rlinistEr dEcidE to appoint such a iiinistcr ' to 

coordinr.tt our Efforts \'IE should 11orlr with him loyally, 

helpfu lly o.nd tn thE 1!lost friendly spi r it , " , but such 

-.n nppointmEnt "nould not be in subst1 tut1on ior thE 

system of committEEs but in ac!." ition to it , ·' 

2 . Plto.sc substitute for lo.st stntcncc of No , 2570 : 

•nc7.t ~eck ' s tender for pounds 65 million will bt only 

pounds 10 million in Excess of maturities o.nd , if fully 

~llottcd , will bring the tender issuE to poun~s 750 million 

in the fo llol?ing week, " 

3 . ThE November olEariOE; bnn!: returns shov1 o. rise of 

poun~s 17 . 3 ~Ilion in depos it& brin¢1ng thE f igurE to 

pounds 2 , 344 . 6 million, o.n oll-timt hi~h. rh£ 1ncrtn3t 

1ncr£c.:-c 
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-2- )258~ , Dto£!llb£r 11, from London. 

increas e COI'lp:lrts , howevEr , 11ith one of pounds 49 .2 million 

in October and sugGests thnt inflntionar1 tendEnciEs arE 

being kept under nome control . A l'is£ or pounds 64. 3 

milli on i n bill portfolioa aompar cs "1th c. four wEeks 

rise betwEEn Oc tobEr 26 and Novtr.tbt r 25 of pounds 104 

~illion in thE outst~ndtn~ tEnrter issue of trc~sur1 

bills, while cell monty ~·s pounds 17 . 3 mill i on donn on 

October , indicati nG th~t the b~lancc of tender bills 

wa~ not c~ried by t hE d i scount market . This suggests 

t hat a substanti a l port i on of the incrEan t. in thE 

tEndEr innue \I~S absorbEd by C'rov crru,tcnt departMEnts a nd 

for t hE cxcho.ns t cquo. u z ·.tion account . >icanwhllE thE t::.p 

i s out dtclintc\ fro'n pound:~ 701 . 8 million on OctobEr 28 to 

pounds 67 9 . 5 mill i on on Novtmbtr 25 . ThE l i crurt3 of thE 

ccttpontnt p::.rto of th£ f loctln(: debt thus becooE lens 

~cvccli~ of the o.uthor1ties mtthouo ot c=no~inG thE monty 

m::>r!<et . •. d eclinE i n :>.dv:.nC~3 Of [IOUnJG 17. 9 1'1ill1on to 

pounds 995. 2 million 1o re~ardtd as ourprisiD$ sine£ it 

w'\O expect Ed tb:' t th£ rcduc tion in the demand for l oc.ns 

tor fin'\nc1ng com~odlty pos i tions pl~c td un~Er govErnment 

contr ol, opcci nl nEEds during cvoou~.t1on , Etc ., would bE 

OffsEt by now by incrEOStd demand f or accomrnodnt1on for 

f1ne>nc1ng 
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-J- #~584, December 11, froM London. 

f1nnnc1ng crmn~tnt production. The ohrink~ge in advances 

tended to forcE bonks to 1nor Ea8t their investments Ylhich 

root by pounds 5 . 7 million to poun~ s 610. 8 million . Cash 

dtclintd by pounds 10. 3 million to pounds ~45 .2 million 

which, with thE inore~s E in dEposito , brought down the cash 

r~t io to 10. 46 per cent ~s ooop~ed nith 10. 98 per cEnt in 

October . However, thE coabintd r~tio ot oosh, call coney 

~nd bills to deposits w~s 31 . 57 per cent ~s conpared with 

30 .~3 ptr cent 1n OctobEr . 

4 . l •i t h rEferencE to the f 1rot section of No. ~570 of 

Dtc~bcr a, thE wEEkend nnd this morning ' s press still 

reflect d1ssatisf~ction with Stanley's descript ion of 

government mt '\sures to push ex])ort.s , tmphaois being ol octd 

on the fact th"t t~t Le1th-Ros3 oo~ittcc 1 s Efforts art 

evidently confinEd to economi c ~nr(~e me~surt: ~bilE 

no coordlnote<! driv.: set::tS );o be 'll:lde to increase ·ordlnnr:r 

Export tr'\de to ncqu1re foreign exohan¢e• . 

s . The Snedis~ ond Nor~1ca1nn exchangE rntEs titrE 

both fixEd flvt points wtnkEr today bt1nG 16. 75- 95 end 

17~~~~ ~~·~~lvtly . OthEr offlolnl rotts remain 

unchangEd since my No. 2551 of Dcottnbtr 6 (paragraph 5) , 

1 ' l0 
Tht Pinn!ah =rk holds at 215 buyers with procticnlly no 

busl ncsa . 

,.. .. 
JOHNSON 

CSB 
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NR RZLSASS, J«JRHI!ll IIEI"ISPAl'ERS, 
")li1' Decel'lber 12. 1939 •. 
12 )'). 

Press Service 
no. 19-59 

Secrotary of the Treasury Uor genthau announced todoy the offering, 

through tho Federal Reserve B&nks, ot 12-14 year W/4 percent Treasury 

Bonds of 1~51--SJ, and of 1 percent 4 year and 9 mnth TreMUl"/ not..s of 

: !.5 

Seri es C-1944, both 1n ""change for 1--5/8 percent Trouurt ~eo of Series 

.r.-191.0, .,tur1~ Bare." 15, 1940. The ar.>OUnt of each offer~ to t.'le public 

will be li:'lite<l to the ar.>OUnt of -·aturin& notes tendered and acee,t.ed 1n 

exc~e thoro!or , and 1n addition u:> to $100, 000, 000 of the bonds 'l!llq be 

sold to Government Irrvestment Accounts for c""h duri~ tho next throo months, 

at !l&l" Md accrued interest . 

The Treaoury Bonds of 1951-53 , naw ot!ere<l 1n exchange for Treasury 

notes 1'\Sturing t'arch 15, 1940, 'Ifill be dated December 22, 1939, ani 'Ifill bear 

interest tree that date at t he rate of W/4 percent per annum, przyab1e semi­

&nnual.ly on June 15 anc: Deeecher 15, wit.'l the first coupon, howeVer, covering 

a period slightly less than si..'< t»nths . The bondAI w1l1 r.ature llece20ber 15, 

195), >,ut ~ be redee<>ed at the o,t1on of the United Stetes on en<! after 

Ilec:<n""r 15, 1951. They rill be issued 1n t110 rome; bearer bonds rith inter­

est cou::x>:us attached, and bonds regiatered both as to principal and 1nt.erE>St.,11 

Both toms m.ll be i ssued 1n the deno:'linationa or Gso, $100, $500, $1,000, 

$5,000, s1o,ooo ..ro $loo,ooo. 
The Trea:rury tlotes of Series C-1944, ncn offered 1n exchan&e !or Treaaun-

notes ,.turin& :·arch 15, 1940, ...,u:t. be dated December 22, 1<;39, end 'Ifill bear 

interest !'roc t!>a t date at the rate of 1 percent per annuc~, peY£ble sem1&nnU&llY 
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on !larCh 15 and September 15, w1 tb the f irst coupon, however, coverinG t he 

tracti"'ISl period fro:> !Jececller n , 1939, to t:areh 15, 1940. l1le notu 1lil) 

:.atul"f' Se:-teJ".l>er 15, 1944 , and 'flill not b<> subject to ct.il for rede:liJ)ti on b&­

rcre t hl.• c'ate . !hey 'flill be iasued only in bearer ro.,..,. rlt~ eou;>ons attached, 

<n denncU:mti~ns o! $J.OC', C500, :n,ooo, $5,000, $101 0iX' ard $10<'1000. 

T:><' new Trcasur;v bord8 OJ".d notes rll! be aec~rdet' the """"' e::Pill!)tions 

trOI'l ta::a\ior. a~ ar<' accorded ot her is• ues of Trea~ucy bonds !InS Treasury notes 

nOll outstrurll.Jll . Thes~ provill i ons are S;">eCifically s et fortll in the offici al 

circulars rel eased tocla.v . 

Su~scri?tions will be r-ceivnd a t t he ~ederal Pes~rve ~~s ard branches, 

and at t he Treasury i:'epartr..ont , a r<! sbcu1d be accOI'!pllnied ~- a like race amount 

of l - 5/ll >ercent Treasm;; l'otes of • eries t.- l 'JI,O, r.atur t nP. i arc~ 15, 1940, with 

final cou'<'n due !:Srch 15, 194(1, " t1nci'ed . 1'!:e Mtur i nr noV.s will be accepted 

t t -..r. a .X ncc:-ue!l i nterest on s'•ch notes frOf'l Septer:~!' 15 to :.ece~r 2:?, 

19~ , (~ .. 3?5 per :n,ooo !nee V'.<>"JI'It i rlll be "lllid ! ol101Tin• their acceptance . 

The r ibht is reserved t Q doe~ the books as to ozv or .ul subscriptions 

at ~ tv.e without notice, and, sub~cct to t~ r cse l"\'&t ion• set forth in the 

o!!1c1ol circulars , sll suboeripti, ns 1"ill be allottfld in full . 

1- 5/ll percent Trcnaury Notes of Ser ies A-1940, mAtur~ l"arch 15, 19<10, 

are n<r.1 outst ardirG in the amount of $1 , )78, ;364,200. The ,resent offering will 

be t he onl;! opportunity &f!orc!e.i the holders or thesft C~atur~ notes to excJwt:e 

t ha::o t or other 1nterest.-bftarU. obll.(:ations of the l'nited States . J.ey n t urin£ 

notes not so exchanged at this t i ,. 'flill be paid 1n cash when the·· uture . 

~ texts of the ofrtoisl circulars tollOifl 
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tiNlTBD STATES :ll' AJ.£RICA 

?A./4 P£IICENT nu:AS\.'RI BONOO OF 19Sl~SJ 

ard bea.ring interest !'rom De~ber 22, 19)9 Due December 15, 1953 

AT THE Ol'TIOII OF THE t111ITED STATES AT PAR AliD AOOIUED Illl'EREST ON AND 
AFf!;R IECEimER 15' 1951 

Interest ~ble June 15 and Dececber lS 

TREASURI IEPAR':"~t::IT, 

: 17 

19)9 
,..,ort,,.nt Circular llo. 62? Office o! the Secretary, 

Washington, December 12, 1939. 

!'llblio ne"'iitservice 

I . OFFF.RDIJ OF BONDS 

1. The Secretary of the TreASury, pursuant to the authority of t he Second 

Bond Act, approved Sftpteaber 24, 191?, as ll:lf'ndcd , irrritcs subscriptions, 

par, !rca the people of the United States for 2,.1/4 pen:ent bonds o! the llnited 

designated Treasury Bonds of 1951-53. The amount or t he public offerill: 

this circular will bfl 11mited to t he runount of Treasury !Iotas of Series A-1940, 
. . 

ut,ri•"' !!arch 15, 1940, tendered in payl>8nt and accepted, in addition to which 

or the,..,..bouts, of thes~ bonds mlllf be allotted to ()(lvern:<V!nt invest-

accounts -.awt cash payment. 

ll. DZSCRIPTIOII OF OO!Im 

1, Tho! bonds will be dated Decenber 221 19)9, and will bear interest from 

t.Mt date at tbe rata of 2-J./4 percent per annu:n, ~able on a semii!Jinua1 beds on 

Jun• H and flececber 15 in each year until t he prineipn1 ftlllOunt becomes p8Yilble • 

'ibey will lrAture Deee.ober 15, J.953, but ro/JI/ be redeened a t t he option of the United 

St.ateo on and ~r llecel:!ber 15, J.951, in whole or in part, at par and accrued int­

orest, on &I1Y interest ~ ar dqs, on 4 ...ont.M • notice of re<leaption p :ren in such 

"·''""'~' as the 51-cretary of the rreuury shell prescribe. In case of partial re­

dP:pUon tho bonds to be redeemed wUl be determined by such nethod ~. may be pre­

oeribed by the Secretary of the Treasury. From the data of rede..ption 

in ll1Y suo.b notice , interest on the bonds called for redemption shall eeMe. 
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z. The bondt oh&ll be exsq>t, both u to principd aJld interest, tr... 

oll t:&Xation now or hereafter i .a:posed b~ the United states, &rril State, ..,. UJ:I 

or tho poseeodono or tho United State~, or by &rrif lo~l taxillfi o.uthority, 

exoopt (a) ootato o; inheritance taxes, or gitt . taxeo, and (b) graduated addi· 

u ona.l inc.omo . tutm, c.ca.mcnly l:nonn aa surtaxes , Nld excfllaa-~rof'ita and war• 

pro!'1tl taxoo, now or hor~atter il:lpoaed. by the United. states, upon the inc,... 

or protito ot 1nd1vidualo, partnerships, auooiationo, or eorpcrotions. The 

inter tat on an ... ount . or bc~do authcri<~ by the S..,ond Liberty Bcml Act, 

oppre'ffil septocber 24, 1917, ao ~ed, tho principal or Thich does not exceed . . . . 
1n the ·~cr·&&~• ~5,000, o.med by fUfll individual, partnorablp, uscciation, 

or corporoticn, ohall bo e:>e<m:pt !1'011 tho tAXoo provided for in olauae (b) o.bcft . 

3, Tho bonds will be acceptable t o secure dopctito of public """""">''• 
but will not boo.r tho ciroulaticn pr iviloso Nld will not bo entitled to U>Y 

prtvile&e ot conversion. 

4 . Bearer bonds with interest ooupcna o.t4ohod, o.nd bondo registered u 

to. pr~.cip~l o.nd interest, will b~ issued in deno1!11nat1ona or $50, $100, t soo, 

U,OOO, $5, 000, t lO ,OOO, and t lOO,OOO. Provilion will be ... d• tcr the inter- . 

<~JIIIl'• of bonds of different deneainatimo and cr coupon and ropotered bor.da, 

ru:d rrr the t rand'er or repotered bends, under rule• o.nd reculat!.om& preaeribed 

by tht Secretary of the Treasury. 

5. Tho bcnde will be subject to the senorC>l regulation• of the Treaoury . . 
Departltent, now or hereafter presort bed, go-erning Uni t ed state• bend•• 

I II• &UDSCRIPTtON /1110 ALLO'I'l!Ellf 

1 , Subooriptione will be recoind at the l'ederol Rosene bo.nl<O o.nd 

b>-onoheo and at the treasury Department, ilaeh1nGton . llenld.n& 1notitut1ona 

EtnoraUy r:a.y IU"b>it aubocripticns tor acceunt of ouetellerl, but or.lv tbe 
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re<!eral Ruo....., bani:& &nd the 'D'ouury Depertz:ent are authori<ed to act aa 

orrioi"l &&onciea . the Secretary ot the Trouury reaorres the ri!;ht to cloao 

the book• ao to IZ1'f or all aubscriptiona or olauos of aubscriptions a.t IZ1'f 

timl' mthout notice. 

2. Tho Sooretuy of t he ~reasury r esorveo the rie;ht to reject any sub­

serlrtion, in ' bolo or 1D part, to a llot leea than the amount of banda applied 

tor, to cftlce o.Uoti:ODtl in fUll upon application• for ~~~~~&ller mounts aDd t o 

""~ r educed allotment& upon, or to r ejoot, applleatlona fer lo.rser o.noomts, 

er to a dopt aey or all of said ~hoda or suob otb~r "'etbods of allotment Md 

clauitieatlon or allomenta ... shall be do ... od by bl:lo to be 1D the public 

interest ; aDd his action in any or all ot thoao r~•t><tcto ehall be f'.nal . Sub­

ject to thoao resenations, all subscriptions will be all..tted i n full . J.llct­

!lcnt noticoe will bo oont out pr atlptly upon a llotment. 

IV . PAnJEN'I' 

1 . ~ont at po.r fer bonds allotted to the public hereunder must be 

n de or OCllpl otod on or befor e Decmber 22, 1939, or on later allotmon:, and. 

""'' b.. ::.-.de cnly in 'D'eaaury lloteo ot Serio• J.- 1940, Ol&turiDr; !!arch 15, 1940, 

"'.lob tdll be accepted at par, and should t\CC<OOPIZl'f tho oubacriptlon. Coupcna . . . 

dtted :rarcb 15, 1940, .,..t be attached to tho notoa rlhen ourrenclered, and 

•«rued lntcrut .l'rc:o Septsber 15, 1939, t o Dece::>bor 22 , 1939 (¢4 . 375 per 

tl,OOO ), -d.ll be pdd foll~.rl"G accept ance of the not•• • 

V. Gll!JERAL PROVISTOIIS 

l . AI tiacal agents or the United Statea, Fodernl Reserve ba.Ji:a a.ro 

authcrittd o.r.4 req\1eeted to receive eubaort . .~tiona, to mo.ke allob:lanto on the 

buh e.nd up to tho coounto indicated by tho Secretary ot the 'l'renaury to t ho 

~.~ .. ol !leao ...... - · or tho re spective d1 otricta , to ioaue allotcent notlcoa , 
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to receive p~ent for bonds allotted, to cake delivery or bonds on full- paid 

aubacripti ona allotted, and they may issue interim roee\pta pondi~ dol1very or 

tt.c dcfiniti vo bonds . 

2. Tho Seor ott>.ry of the Treasury me.y at MY time , or frm til:lo to tlne, 

prescribe aupplemontal or amendo.tory ruloa Md re&Ul&tiono govor~ t ho otfer-

11>(, whi ch will be o<nl:lunicoted prCI:Iptly to t ho Fodernl Reserve brulka, 

16fRY I~RGB!Ir-'l.U, JR. , 
Sooroto.ry ot tho Tronoury o 
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U11l'l'SD STATES OF U!ERICA 

l PERCEII'l' 'l'IW.SURY N01'ES OF SERIES c..l944 

o.ted and bear\~ interest tram December 22 , 19.39 'Dae Sept.eober 15, 1944 

Interest payable t:arch 15 and September 15 

193:' 
:;,~nt Circular 'lo, 628 

i'Ubllc ""Seiit Service 

'l'REASURY DEPART!:Eltr, 
Office of t he Secretary, 
Tlashington, December 12, 19.39, 

I . OFl'SJ!Illj OF !lOTtS 

1. The Secretary of tte Treasury, pursuant to the authority ot the Second 

Liberty Send Act, appr<J'O'ed Sopter".ber 24, 191?, as """'nded, irrrites subscriptions, 

at par, from the people of the United States tor 1 percent notes of the United 

States, designated Treasury llotes of Series C-1944, . in payment of which only 

treasury lloteo of Series A~l940, maturing l'arch 15, 1940, may be tendered . The 

arDUnt or tho otrerin~ under this circular will be linited to the amount of 

l'reasury llotes of Series A~1940 tendered and accepted, 

1!. !!ESCRIPTION OF NOTES 

1, The notes will be dated De~r 22, 1939, and will bear interest t'rola 

Uat date at the rate of l percent pe:- ann=, pa.yable on a semiannual basis on 

raz.cb 15 and September 15 in each year untU the principal &JilDII,I1t becoces p~~~y&ble . 
~1ril1~>~~ture Septenber 15, 191.4, a!¥! will not be subject to call for rede.tllj>tion 

priOI" to Nturity. 

2. The notes shall be exempt, both as to prinoipel and interest, trom all 

taxation (except estate or inheritance taxes, or gift tues) now or hereaiter :iJI>. 

posed by the United States , 8Ifl/ State, or aey of the pcssessiono of t he United 

States, or by 8If11 local taxing authority. 

) , The notes will be accepted at par during such tilo:e and under such rules 
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and regulatioM as shall be prescribed or apprOYed by the Secreta:y of the ~ 

in ~nt. of incana and profits taxes payable at the maturity of t iE notes. 

L, 1be notes will be acceptable to secure deposits ~ ~c _,.,., bat w1.11 

not bear the circulation privilege, 

s. Bearer notes with interest coupons attached will be i.asued in derwwlnat.icno 

or $100, ~soo, $1, 000, $5, 000, $10,000 an:! $100,000. The notes will nat be is~ 

ill registered tom. 

6, The notes will be subject to the general rer,uJ.ations ot the treasury 0.. 

part:.ent., now or hereafter prescribed, governing United States notes. 

lll . Str.lSCRIPTIOll A.'ID ALLO'I"...:E!rl' 

1, Subscriptions will be receive<i at t he federal Resene but;s .am branches 

and at the TreasiJlY Department, ~.ashington, Banl-ing in.rti tuticno generally a:r 

submit subscri:•tions for account of custor.>er s , but only tlr 7ederal ReserYe benkll 

and the Treuury Departc.ent are authoraed to act aa official ~. tbe 

Secretary of the Treasury reserves th r ight to close t be boclca as to 6!:1T or all 

subscriptions or classes of subscripti~ns at 111"\V' tin> without. notice. 

2, Tbe Secretory of the Treasur,r reserves tl'e right to rej ect av ~pticn, 

in 'lbole or in pert, to allot less th"" t he &l:IOW!t or notes a?.>lle<! tar, to -

allct,..,ts in J'\Jll ~pon eppllcat i r.>ns for smller amounts and to ~ ttdDced all.ot.­

l'lent.s upon, or to reject, applications for larger amounts , or to adopt 2lll' or all 

or aaic! net!lcx!a or auch other nothoda ot allotl'lent an:! classitie<:t.iClC of all-..t.a 

as 1'>:11 '>e deered ey !:.1r. to be in tbe :ru!>lle interest; an:! b1a actim> in 11fT or 

all or these respects shall be final. Subject t o these resernti=S, all ~ 

tions will be allotted 1n full, Allotment noti ces will be oent out prcq>tl:r upca 

allot::ent. 

• 
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1. ~::t ct ;ar !<er ::xrl.es ~ !le:: e:onder =at be -.r... ar cc:c:>lete<l on 

~ '>o!Cil"' :;.:«"!l<!r :zz. 193'\'. c:- cr. ~ a11~, and rar be :z2 oru. ~ in 

:O.U-1 lloU3 o! Series A-~~. ~ : .arc!! lS, 191.0, 11!!1cb rill be ..ee..;ltecl 

= :r a:~ ~ to •!:>a :x>teS -.:=..:: ~. ~ ~ !n'-..c--.St. !rv.::. .;e;>te:tl>er 

:~. : ; 39, :o De= :<:<, ::;:39, (U . )75 ?""" Sl, :XX:) , r ..l.:: :r ;:ei.:! !"o:t:.cr.~ ac-
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F<J! JJJ!IEDIATE RELEASE, 
TUesday, December 12, 1939. 

liashington 

Press Service 
llo. 19-65 

:24 

Secretary of the Treasury llol'l!enthAu announced today that the 

subScription books for t be current offering of 'J,-l/4 percent Treasury 

Bonds or 1951--53 and or 1 percent TreU\Il'Y Notes of Series C-1944 

..ul close at the close or buSiness tledneeciq, Deeecber 13, 1939, 

'!'hi• offering 1s open only to the bolders of Treasury Notes or 

Series ~940, maturing ~ 15, 1940. 

SUbscriptions addressed to a Federal Reserve bank or branch 

or to the Treuury Department am placed in the mail before 12 o •clock 

lllidniaht, llednesda.Y, December 13, will be considered as having been 

entered before t be close of the subl!cription boOk~ . 
Mnouncement of tbe amount of subscriptions and their division 

a:o~ the several Federal Reserve dilltricte will be l!l8dll later • 
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"?5 --
December 12 , 1939 

101.5 ... 

Dr. Feie was Just here and he wanted me to do 
soJUething about thh tight over setting up the new 
Colli ns Board. I told h1a I would not do &nJthing. 
I t seems that Joe Green i n the State Department is 
in on this thing and that Woodring told Joa Green that 
he, Woodring, thought that the President'e new Board 
was a mletake (which , ot oouree, is Just the opposite 
or what Woodring told me), 

Feia eaid that the State Department, through 
Welles, had finell7 sold t he Collins Board idea to 
the President and that the7 were not going to recede , 
but couldn1 t the7 uae the Munitions Board which had 
a tine eet-up, and so forth and so on. 

Ae soon aa I heard Joe Green's name I decided 
whatever J oe Green wants, I aa against. 

'rhen Feis st&JSd behind and gave me what I think 
is a ver7 goOd idea and I t old him to see Viner, namel7, 
that without going into t he whole question ot the gold 
dlsouaeion and looking f orward to the poaaibil1t7 that 
after we haTe got moat ot t he gold that England and P'ranoe 
llllght not want an1 aore, that under the Tripartite Agree­
ment we now ask the Englieh and French t o agree that the7 
will put no import quotae on gold and no apeoial ~axea 
and I think that ia a Ter7. goOd idea. 

oOo-oOo 
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llll,Jr 8hon4 th1• t o the Pru14ent at lunch 
today and the President aead 1t. 
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IA a hh~ -nnaucm w1\ll • • Dou•or 6, 

11r, Borle nai..t tbai tbe pbllO<IOJIIIT ot tile .uort- people 

,......,. t ile .......... follfta: lib& .... 'b:rob - tile 

AMriou people 414 110\ lib eitber aide, 'ba tileir ._tlliea 

wwe all cme w.T• 111tll tile UYal-t of tile nulab ett•­
tiOD IUI4 tile Be.lll:ea lift&U .. , 'lllliall ~4 00. \0 a bead 

wUIWI tile un fft ..a or, oork1aJ.T, loy IIJ!rial, tile 

a~Ut"dde ot tile .AMri- people -u o~~aap. ftl!r -u 
11e001111ze \be Tit&l iiR ..... ,. ot tile Vait..t I!Mt .. at eta1oe 

1JI the :Buro- etl'IIISle, IUI4 ~""" be4 folla a4 a poliq 

Of - -ill't'Ol.T-t ~4 be aboliabe4, It ..U be J'ID ptset 

that, loy 1>1• Jl&lt ana witb reepeet to --Snal-t, Joe -

oo o-'-tt..t ~elf tile\ be WO'Cil.d be ,..'bl.e to ... ,. baealt 

to the "" poliq. lie atat..t tbet tll11 •• aot la1l - ~ 

Tift bot •relT 1>1• eniate ot \lle tr.d. 

_,. M<>ntU7, lira . POole, liltced to tlall ocm......­

aeucm IUI4 11u 1Jl1Uale4 tile Of¥VT to 1141oat• \llot it 1e ill 

aooo%\IAIJloe with bel' reeollen1•. 
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TO 

....... 

TREASURY DEPARTMENT 

INTER O~ea COMMUNICA'TlON 

' · s. Ba41., 

f rlc t of 1ft Itat l!la\lyt St 

0p.\t'n41M ,,..., 

!'lw followlDC \able oboft U.. cbac•• lA prloo of """' 

• t.o:uliac houo ,.._ lhOO P. L ......,., DMel>or 11 to U.. 

opolliJI& oil ,...,.._, 13oe•llor 12. Oar oott.ato of 101.12 • 

lho now 3-1/4f, lloll4 wu MIN Oil pr1oot pi'O'I'a11ill& a\ 2100 P, II, 

on lloo.'-J. '1M -.rlolt u\11 -\ Hae "' ......,11oaco4 fr. U.. 

lho opelliac price of 101,12.,.. lA 11M wllh Ollh\aa41ac hiUo 

tali:1Dc 11lto AOoout U.. piao 1a U.. -.rlolt fr. 3:00 o 1cloolt 

OD llollda;r. 

liarD\ Prloot Op•i .. Prtc•• CbaCO 

""'"' aaoo 1M ptp. 11 W•OO • pte, 11 "Pri" 

3-'J/4• 19111~&4 101.11 101.11 + 5/32 

3-3/4• 1911~155 109.12 101.lt + 7/33 

3-1/4o ltlll-53 (Ill) 101.11 . 101.22 + 10/'la 

3-3/4o 1116-oet 101,11 101.M + 13/'la 

3-3/4• 1910-611 105. 1 105. 19 + 14/'la 

:28 
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lUst Chauncey 

i::e Secre'.ary rcGuest.ed this 

in!cr:.1.t.icn ror today . 

.. 
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.. 
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TREASURY DEPARTMENT 

INTER OI'P'lCE COhlhiUNICAT10N 

oAnlleceaber 12, 1939 

~ Secretary Korgenthau 

-subJect: 

Kr. 'lhlte 

Tunga ten 

Conclu e1 on: 
I~ 

Tungaten 11 probably not a m111tary or economic pr oblem 
to anY ujor country ot the world. 

(a) England and France have adequate eourcea ot su~,ly 

i n the Empire and 1n Portugal. 

(b) Germany and Russia have accumulated large stocks 
ot tungsten. In addition, China bas pledged 
5, 500 t ons out ot her annual proouction ot 
10,000 tons t o Russia 1n a barter arrangement. 
(China baa also pledged 500 tons to England.) 

(o) Japan produces 2,000 tons of tungsten per year 
which 1s probably enough tor her needs. (Japan 
haa not i mported tungsten 1n recent years.) 

(d) The United States producea a large proportion ot 
her d omestic needs and the balance can be obtained 
trom Bolivia. The United States also produces 
over 90 percent of the world ' s production of 
molybdenum which is reported to be a aubati t ute 
f or tungsten f or aoat purposes. 

l. Tungeten -- used principally 1n the aanute.cture of h i S)l­
speed too!a, tilaaanta tor electric lights, radio tubes, in 
Preparing vari ous ohemi cala, 1n tanning White l eather, and in 
alloys. In r ecent yea r a molybdenum bas been uned tnorees-
1ngly as a aubst1tute t or tungsten . 

2. World Production 

World production ot tungaten bae increased ve ry rapidly 

during the past t1ve yea ra . 

1933 
1934 
1935 

World Product ion ot 

12,000 t one 
16,000 t ons 
22,000 tons 

Tungsten 

1936 
1937 
1938 

25,000 
3S,OOO 
32,000 

tone 
ton a 
tons (eat.) 
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DiYiaion ot Monetary 

Reaearch 

Cnina exports one-third to one-halt ot the world's con­
slliDPtion. The only other countriea that produce tungsten on 
sny large soale are Burma, 5 ,000 t one; United Sta tes, 3,000 
tons; Bolivia, 2,000 tone; Japan,2,000 tone; and Portugal, 
},000 tone. 

:2o 

Tungeten is produced in parts ot China wb1cb are still 
under Chinese control in Hunan, K1angsi and Kwangtung proYinces. 
J>rior t o tht> outbreak ot hoat1litiea in July 1937 tungsten ore 
was exported through Shanghai. With the closing ot Shanghai 
the outlets moved oouthward until the last path lett tor ex­
port wP s through Indo-Ohina. 

}. Uni t<~d States laporte s.nd Production 

The United States produced about 2,000 tone ot tungsten 
t rom 193~ to 1936 and about 3,000 tone in 1937 and 19}8. 

Cur imports were lese than 1, 000 tone in 1934 r nd 1935, 
~.ooo ton a in 1936, a nd 5, 500 tons in 1937. In 1938 and 
4uring the first nine aonths ot 1939, our laporte were very 
a~1 , 162 tone in 1938 and 422 tone in 1939. 

4. Prices ot Tungsten in Reoent Years 

The price ot tungsten ore ot specified grade was slightly 
~ore than $10. 00 a ton during the period t~m 1927 until 19}4. 
From 1934 to the beginning ot 1937 the price waa at the higher 
level ot fl4.oo t o fl6. 00 per ton, due, in pa.rt , to the 
vccumulation ot stock piles by Rue!lla and C-ermany. GerMny 
I'P S acquiring tungsten tram Chine on barter arrangements 
whi l e Russia waa supposedly buying tungsten in the open 1118rket. 

The price ot tungaten ·rose sharply early in 1937, attar 
~he 2r1 tieh announced their rearmament program. In Je.nuery 
19}7 the price was $15.00 per ton; it rose i n March to $19.00 
and in Aor1l to $22 .00. The price rose again t o more than 
t25.00 4 t on in the Fall ot 1937 when the Chinese tungsten 
supplies were cut ott temporarily through the closing ot 
S~.o ~;hai. In 1938 the price declined tro!D January to June to 
a l~w or $17 · 50· In the l 3e t halt ot 1938 the price r ose to 
~20.00 r n~ stayed at thle level or slightly b•low thrcu~~out 
the first eight month a ot 1939. '11th the outbreak ot wer in 
Septecber ot this year the price r oce t o $2J.OO. 

;. ~r~ny a~d Ruaeia need Tune 6ten? 

Germany wnd Russ1B have probcb1y eccumulst~d ls rg~ stock 
P1lea ot tungsten. Whether Ruee1e produces tungsten ie not 
;tno•n but 1n 1917 she imported 2, OCC tons. The 'tl'er Deplirtlc~n t 
.. < . -:n rtr<i ~l,p : OerMny hae stock plle r hlch ie ~quivalent 
t ? 6o perc•n t ot the • c rld's Ptod Gt tuneeten or~. 
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December 12, 19~ 

Walked down with Henry Wallace. 

We talked about t he eo-called Certificate Plan. 
wallace said that he had told the President he waa 
going out 1n the Weat and try to eell it to the country 
aa each year the Preaident aaked Oongreaa to find a 
aeana of financing the prooe .. ing taxu and that the 
President bad aade no co ... nt when he told ~ he wae 
going out to do th1a selling job. 

I told Wallace that th1a year with the Budget 
entirely out of t he Treasury , ay interest waa aolely 
in the ralaing of taxea; that I felt that thle wae 
entirely a Treasury matter and that I would t ight to 
keep the control ot the taxing power within tha Treasury. 
Ke said he waa aorry to hear that . I eaid, however, 
I wasn't going to get into a personal row with h1a over 
th1a; that it waa very nice tor the President to drop 
the two ot ue into a pit like a couple or coOka and eay 
whoever COIMII out aline he will wpport. 

Then, to ~ aaazeaent, Wallace ea1d, or course 
t be Pree1dent bad led h1a to believe that he •·• inter­
ested in the certificate pl&n because it would be out­
lids or the Budget and the Pree1dent thought thAt wae 
all right. I a&1d , •I don't.• He aald, 1 I know you 
don't and I don't blame you because, after alli it1 e 
diehoneat. • On 1econd thought , he aaid, •wel , aaybe 
I wouldn' t put it aa d1ehone1t, but it ie a1elead1ng 
the public.• I eaid, 1 It il not only a1elead1ng the 
public, but it il circumventing the Supreme Court, • and 
he aade no answer to that. 

He eaid at a d1eouae1on at Cabinet between hla­
aelt and Hanes he had asked to co• before thh adviaory 
group and he had received no web invitation and I said 
that I would arrange it and I round t he group he had in 
aind waa t he 1'1acal and Monetary group. 

I alao asked ~ t o let ue have a detailed plan 
ot the Certificate Plan and to _, aurpriae he aaid it 
had not been worked out in detail , but only aa to prin­
ciple. So I ea1d, well, let ua have as auoh ae you 
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ban got. He eaid, •Shall I aend 1t to RanT White' ' 
and I aald, •ao, aend it to •• direot. • 

•• then got on Berle and I told h1a bt I 
would ebow h1a Berl•'• aeaoran~ on neutralitJ and 
I aa1d, "You can ban JOUr Berl11 and 7our 'fulrtrllh 
and 7our llol•J•• !be:r are all t~ ea~~e. • lnd I 
ea1d, 1 Iou can add 'fau111g too.• He aa1d 1 'Did 70u 
kllow wbenenr JOU talked to 8u.er Wel111 1t1 • the 
eaae &I talk1ng to 'faUIIig' • He aaid, 'It ia. • He 
ea1d, ''fauea1g, who 11 intereatad 1::1 augar, aore or 
l eu 111u to control Stmner Wall111 tb.1nlt1ng along 
the11 linea. • 

He then eaid that rarle:r told W&llaoe that 
Serle tried to aell the idea to Farler that LaGuard1a 
should run ae Vice Prea1dent with either Hull or Garner. 
It na Berle who t old th1e to b.llace who told 1t to ae. 

I laid, "You know, Berle belong• to the Labor 
Part7 in Hew Yorltl that be reall7 18 auoh sore of a 
Labor Part:r 11&11 than be ia a Deaoorat. ' And I aa1d, 
"You know Serle 11 &leo nr:r olo11 to the La rollett11. • 

oOo-oOo 
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London 

Dattd DtoEmbtr 12 , 1939 

Rto 1d 2 p. m. 

~tcrttary or ~tat£ , 

\lashing ton. 

2599, DEccnbtr 12, 6 p. o . 

Pleas£ etnd copy to Trtasury. 

1 . \11th rtftrEnct t o thE fourth paragraph of 

:33 

llo. 2378 or llovtmbtr 1 6 , 6 p .m., E1nz1g ' s Lontbard StrEEt 

column 1n tht FINANCIAL NEWS today atat£a that tht gold 

not yet actually dElivErEd to vtrmany by thE B. I . S. which ..--
is nOI'I '¥11 thheld as a rtsult of tht prot tat by Malik, 

Foreign managEr of thE Cz~vak ~at1ona1 Bank, is now 

ltarntd to bt over pounds 1~600,000 of which s omt 

pounds 700, 000 1s in Amsterdam and over pounds 900, 000 i n 

Brrn. 

2 . rhE PrimE a i n1s ttr 1 s rtfusal to appoint a Minister 

Cor Economic ~uEstions urgEd last ni3ht by a dEputat i on 

from thE fEdEration of Bri t i sh industri Es has causEd 

disapcointmEnt, only mitigatEd by his int imation that 

undtr t·ar conditions no deoio ions ooult\ bt regardEd as 

fixEd and final . ThE FillAHCIAL tiE' 'S hints 1n an td1 torial 
that 

Regraded Uclassified



:34 

-2- .'259" , December 12 , 6 p .m. , tra. London. 

that c ertain phras Es usEd by Stanley i n,hi s speech r epor t ed 

' 1n No. 257~ of Dec EmbEr Bth and 2584 of December 11th 

indicate that hE would not bE unw1111ng to ate s uch a 

step tal:en. Perhaps thE fact that Stanley U to consult 

Y'ith t he federat i on to d1scus3 i naprovemcnts in Exi s t i ng 

~Ach1nery by thE appointment of an advisory panel is 

~ignificant in vic. of th~ federation ' s proposal that 

such a 9ancl should bt availa~lc to GGvisc the proposed 

iniatcr for Economic Quest i ons in efforts to expand 

normal e~port trade. 

3 . ~·inancial wri t ers in this morning ' s pr ess arE 

unanimous in ,ointing out t he fore i gn exchange advant ag e 

ln the decontrol of thE tin pri ce , except that thE DAILY 

PE~ALD condt~s the pr of i teer i ng i nvolved and a sser ts 

~hot t he British Government should havE taken over thE 

entir e out'!)ut at the control price and resold thc t i n 

at t he norld market price tbus acqui r i ng the dollar 

cxchant;c and the pr ofi t too. There is also unani mity on 

the advanta~e of rEt a i ning output control machiner y agai nst 

t he day when r Es t ocking 1S complete() and a pri ce slump 

l i kely , the importance of the long-tcr~ r ort i 6n exchange 

artvantagc being impl i ed. 

A rhe Chanc ellor of thE ~~chtqucr in thE Hous E or 

r.011r•ons to,ay statcc that the Govcrn::acnt ba1 decided, 

subj •ct to parlia~cntary ap,roval , tha t tht unexpended 
balance 
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balance ot thE trcc gift to CzEchoslovakia should bc paid 

ovtr as and whcn rEquirEd to tbc trustEES of thc Cztch 

rcfugtt fund , and that thc untxptndtd balancE of thE 

advance to CzEchoslovakia should bt USEd for the paymEnt 

:35 

or coupons of thE cxtErnal dtbt and tor paymEnts in rcspEct 

or cash debts . Be s tatEd that a dttai ltd achOfte would 

be preparEd and the ncctsSBrf legislati on introducEd soon 

after the rtcEas of Parli amEnt . 

5 . I n rcplf to a parliamEntary qucstion Simon atattd 

that ln t hE ap,li cations of tht principlE of monctcry 

solic\ar i ty bttwccn GrEat Britain nnd Franot i t had bcEn 

agrccd tha t "it is in our common inttrEst to avoid during 

thc ~ar altcrotions in thE Existi ng ratE or ExchangE 

btt.,ttn tht pound and thE franc . \ 1£ havE turthcr maclt 

mutual arrangEmEnts which will enablE tach country to 

cover i t s rtquircmcnts for t bt currtnc1 of thc other 

country and to utilizE such ourrtnc1 frt£11 as agrctd 

betwttn us without any quEstion bttwetn ourstlvEa of 

havi ng to find gold. " lfcithtr CovcrnmEnt will raisE a 

forti gn loan or crEdit cxocpt in agrccmcnt with or 

jointly \'rith t hE othcr Governmcnt , or impost rEstrict i ons 

on thc imports trom thc otbtr count ry dur i ng thc ~ar tor 

prottctiv£ purpOSES or for cxchangt rtaoons . Tht t10 

Govtrrntnt s 

\ 
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GovernmEnts will al so sharE certain l ttms or ExpenditurE 

such as financial assistance to othEr countries and the 

cost of thE orr•Ed forces of thEir Polish ally, "in 

proportion which have bttn worked out bEtwttn us" . The 

t~o tr t asuries art to hold frequent consultations on 

t echnical questions and to examine such prOblems es prlct 

policy in tht two countries, and thE position as regards 

gold and f orEign exchange rtsourc ts, the whole arrangement 

is t remain in forcE until s ix montba afttr th£ 

s ignature of thE pEace treaty. 

CSB 

t::~~· ~ i }:;~~ 

I • •1 ~ .. -.. ·c:t\ltAtl't 

·~~· "'" "'\ ,.,.~ 
~,:::ti ... . ~ 

JOH11SON 
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P.ARfiAL PAlUPHIW!E OF TELI:CRUM RECEIVED A 

nt.OX: Aaer1can Ellbaaar, Paris, France 

Jan: Deceaber 12, 19:59 , 6 p.~r.. 

!10. : 2963 

FOR THE TREASURY. 

Our t elegram No. 2951, December 11, 4 p.a~ 

Refll&u4 receiTed the preu th1e afternoon and issued 

the following atateoent concerning the Franco-Br i Ush 

financial agreement: 

1 !he agreement 1n queation was concluded on December 4 

be~een S1r John SiJlon and mreelt duri ng the star at Paris 

of the Chancellor or the Exchequer. ( I n a senae th1s is 

correct; ho>:e"rer , it vas reeterdar before ae"reral pointe 

at issue vare finallr agreed upon.) 

Tbi.a agreement i s v1 thout precedent in the course of 

U atorr. 

I t i s 'rUt in t1.me because 1t co"rere the whole period 

of the war and (entered into on ogreementt) six months after 

tbe si.gnature of the treatr of peace. It ie "rest in space 

because it co"rere t he Br1tieh ~ire and the French Emp1r• 

ent1.re1J. 

Diatruat and disagreement• ha"re often characterized 

allianeee 1n the put. All this has been rendered 1111J)ol ­

alble bJ thia agreement vhioh represents a ~n1t7 tor "r1otcrr. 

E!lD SI:CfiOI OliE. 

BULLITT • 
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SEcrttiU'j' of StatE, 

"1ashinston. 

<nAY 

PARIS 

Dated DEotmbtr 12, 1939 

Reo 1d 4:52 p. m. 

~~ Dtotmbtr 12, 6 p . m. (3ECTION TWO) 

It 1t was necEssary to rl!ltn.iah proof or thE ool!ll!lon 

dctcrminat1on or thE AlliEs to carry on thE figbt until thE 

end and to drvotc thcrtt$ all thEir rtaourota or adaptation 

nnd of orgnni zation wE would f i nd thE proof in this agree­

ment . This financial and economic agrEEment is inspirEd 

b7 the a~mc spirit as that which inspired thE dEcision of 

unity of command. 

It is thE pooling or common cnergits or thE two pEoplEs 

and to the greatest EXtEnt possiblE or all thEir resourcES 

ror tt-c f inal viototY . 

TEl:T C l'"'E COU!:IUNIQUE. 

Aoo!pting t hE invitation addrtsstd to him by Honsitur 

Paul REynaud during tht recent meeti ng of thE two ministers 

at London Sir John Simon Chano! llor of thE ExohEqutr oam£ to 

Parh on Dtctui)tr 4 to o onftr with th£ FrtnDh 

U1n1atcr of FinancE . 

Dul"ina t~ conver sations whioh took: plaoE Sir Jolm 
Simon 
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-2- 1296~, ~o. 12 , 6 p.a . (SEC T10) troa Par1e 

s~on and Uona1cur Paul Reynaud rtaohtd oomplftt agrcElll£nt 

upon tht £ atabl1ahment of monetary aol1dar1ty between thE 
' 

t llo o ol.!lltr l.ca • the principle of wh1oh bad bun rahcc\ at 

the time of t hei r 1'1rat mEeting at London. 

BOLLITT 

MPL 
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Storcto.ry of StatE , 

Was::.l.ll6t ono 

oru.Y 

PARIS 

DQtcd Dcocmbcr 12, 1939 

Rto ' d 5 :~0 p. m. 

29611 , Dt:ctmbtr 12, 6 p . m. (JECTICII TB'REE) 

T~ ~o ninistErs havt pasatd in r t vitw all thE spto!al 

arrangR~£nts ncotssary to givt full Ettcct to this principlE 

ot monttary solidarity . 
It nas a~Etd thet it was to thE common intErEsts of thE 

two countriEs t o avoid during t b£ w~olE ptriod of host1l1t1ts 

modifications of t~t parity ac tually EXisting bEtwEEn th£ 

franc and sttrl1n&o <:£o.ch of tht two countr iEs will havE all 

1'ac1litiu r or supplying t htmstlv ts with thE currtncits ot 

thE ot~r ccn.:ntry &nd to ut1lir:!t thEm trc£ly within thE 

framtwor!< ot thE agrt£mtnt oonclu.dtdo 

ThE two !!dnisttrs haVE 1'1xtd, 1n a spirit ot unrEsErVEd 

coopcrati cn, t~ proportion 1n w~ioh otrtain common chargts 

ot the war uill bt distributEd bEtWttn Franot and GrEat 

Britain. 
ThE Cbanctllor of thE Exohtqutr indicatEd to 1.1 . Pa".l 

Reynaud dtr03&tions wnich thE British oovtrnmtnt bad grantEd 

to Frtnoh expert tradE in England. 
Finally, 
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-2- #296~, Deoember 12, 6 p . m. (SEC TPREE ) from Paris 

Finally , i t was agreed that t he two treasuries would 

~ontinuc t o ma intain close contact and that frequent meet i ng& 

would t oke place for thE settlement or technical questions 

as well as for the examination of more general problems suoh 

as pr ice policy in the two countr i es. 

BOLUT'l' 

• 
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JI 
GRAY 

Per is 

Dc ttd DEcEmber 12, 1939 

REo 1d 4:45 p.r.~o 

:42 

secretnry of Stntt 

Washington 

296:5 , DtcElllbtr 12, 6 p ,m, (SECTION ~·OUR ) 

ANALl'SIS OF THE AGREO.ENT , 

Tht tno OovtrnmEnt's rovE cwttd th:>t lt ls 

ln tht lntertst of tht two countries to o.void 

modifications in thE offic1nl ratto of EXCh~ng E in 

fOrCE bttntEn thE fra nc 'lnd thE pound, 

Tht tr~noo vtbich thE Unit td KJ.n:sdom rtqu1rts 

(ineludlng thE rtqu1rt.'ntnt3 of thE British 

EXpedltion~~y f orces) vill bE turnlahtd C8Cins t 

pounds and thE pounds rEqu!rtd by tht French (including 

thooe for I'J.Il'Ch_A.sts ot r au mntEri-:.lo in thE British 

Emplrt ) \1111 bt rurn1Shtd o.gdns t tr~ncs . Dur5.ng 

tht pEri cd of thE w<:r the tTIO countriES uUl bE in 

a position to covEr thtir total rcquirtmtnts ln tht 

currency of thE o thEr by rurni ah1•18 thtlr own ourrmcy 

2nd fllthout hnving to deliver gold, 

ThE pounds htld by tht French monetnry cutborit1Es 
\1111 
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1 

DECEmbtr 121 6 p omo (SECTIO!I FOUR) from Por i a 

gill bE £mploynblt for all txptndi turta i n thE sttrling 

~rtn end tronos htld by thE monttory ~uthoritits of 

tbt Unit Ed Ki ngdom <rill bE f!Dployablt for oll txptndi­

turts in thE Prtnoh Empirt•" 

BULLITT 

NPL 
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pJ,BAPIIRAB OF BJ:C'l'IOif FIVE, DLmiWI lfO. 298:1 OJ' DI:CEMB!R 12 
19:59, JROl( PARIS. ' 

1'oda7 we l.unohed w11:h our tr1end at the Bank or J'ranoe. 

Be again mentioned the heaT)' French expend! turee 1n the 

United States, and ea1d that !or a1rpl.ane p\ll'Ohaaee he had 

Just th11 110rn1ng paid out $20,000,000. 

Efforts or the Al.l1ee to oonaer.e dollar exchange 

wb1oh we have streeeed, and wh1ohwae one or the ma1.n purpoeee 

or t he Anglo-Frenoh eoonoaio (f) (retereno••• telegram• 

No. 2852 ot November 28 and 2898 ot Deceaber • rroa the 

Embaaey) are taldng etronger ahape gradual~. With reterenoe 

to the Goodr1oh oaae mentioned 1n the l.atter telegram, we 

have learned t~ that St>1n and CoiiiP~ 1n addition hen 

obtained an import author1~at1on !or packi.ng houee produote ot 

eone1dereble e1ze on~ to have the Foreign Exchange Ott1oe 

deoU.ne to put up the dol.l.ar exchange neceee&rJ tor the 

traneaot1on. The Foreign Exchange 0!!1oe told Swift and 

Comp~ that the traneaot1on would be approved 1! the7 would 

aeoept paraent 1n other ourreno7 than dollar• - the Foreign 

Exchange Ott1ce would, our1oue~ enough, &grll. to ue1n« 

Sviee trance 1.n p&TJIIent. 

END SECTION FIVE. 
BULLI!t . 

EA:LW 
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JI 

Stcrttr.ry of St~tE 

Was hington 

GRAY 

Por1a 

Dnttd Dtotmbtr 12 , 19~9 

REO 1d 6 p , m, 

29~, Dtoonbtr 12, 6 p.~. (SECTION SIX) 

WE h..'\VE mph:ls1ztd to you in tbt past thE 

st!lli-pllr a lyztd state of Frtnch industry ond 

oonmtr~ £ oa o result of uor conditions and thE 

mcb1l1zat ion of s,ooopoo mEn, Owing to thE o tns or 

there hils bEEn 11 ttl£ opportunity for public ori t1e1sm 

of tb£ govtrnmtnt~l rtstr1et1ons in this connEction, 

but t hE somE restra int dote not ~pply to dtput1ES o 

Accor ding to yut trd<ly ' s JOUR!IAL OFFICIAL during tht 

bt~1ng:~ on thE budget of thE 111n1atry of CommercE, 

tht v ita l nEcEss ity to rtv1vE Export tr~dt ve s nge1n 

mpht\siu:d end tllt adJ!Iin1stre t1on or otot£ control over 

\1!\rtimt trt~dt c. nd industry v ea bitterly or1t1c1~td, 

Otputy MorEocaux (Democrat i c Ltft) quoted from a 

circula r 1soutd by on £ of thE nat1onnl groups of 

productrs sEt up under thE lllw of July 11, 1938 

( orge.n1znt1on of tht net 1 on in ~~~.rt1mE) in vhich thE 
atotcmtot 

245 
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-2-296~, Oto~btr 12 , 6 p . m. (SECTION SIX) trom P~1s 

at~ttmcnt ap!) tt.rtd thnt (cone trna uhioh do not ally 

thtlll!ltlvts 111. th the lllltionnl grrups ot pr oduotrs or 

c!istributors r11ll bt abandoned, dtpr i vrd of orders , 

or rr.w ;nattr i nl ar¥:1 personnel , as nell a s mtana of 

transport , and they t11ll thtrtfort bt forced to 

close ." 

BUI.LI'l'T 

NPL 

!4S 

Regraded Uclassified



J1 

Stortt~y of Stntc 

W::.shingtcn 

ORAY 

Po.r i a 

Do.ttd Dtct~btr 12, 1939 

Rtc 1d 7:30p. m. 

2963
1 

Dteonbtr 12 , 6 P•"~ • (SECTICll SEVEll) 

Dt~lty 3 tdin, Soe1~ist, told tht Ch~~btr th~t 

t nvut1get1 on rtvE:-.ltd ttr.t lrtrY.:h eonccrns hnd bEEn 

forotd in mt~ny inst!\net:s to r.1::; ... uc.•l forEign crdcr s 

bto r.US E of thE lEngth of tl.lll£ rEqnlrtd to sccurE 

upcrt o.nd i "'lport o.vthor1zo.t!.on 1 d1ft1cultiEs Vlith 

thE forEign uch~.ngE of r1ct 1 1 ~.ck of rr.VI m~tEr1"1 

~nd labor a nd in gtnErel too "dictatorial" control 

by tht ainistr1Es conctrntd, Furthtr thtrt \l trE 

conplo.ints of dtlr. y to pa~Ent by thE Oovtr~Ent 

tor rtqu1sit1orts of .:r.ttrial and or property or 

difficultiEs EX pEri cnc•d by o:portcrs in scouring 

tht necEssary aJsur~ncts covtriog oh1pn£nts to Holland 

~nd to thE Senndinnvio.n countriES and of forc i gn 

dEbtors un~ble to fulfill thei r contr~ots on account 

of wnr (export credi t fnc i l1tits rrovidtd undEr l~.VI of 

l"• y 22 , 1936) , BriEfl y stc.t td thE critics contEntEd 
th!lt 
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-2- 296:S 1 DtOEl!lbtr 121 6 p.m. {SECTION SEVEII) from Pnria 

tMt thE nr.o h1ntry oet up by tht Oovcrruunt \\hUe 

finE in theory had fallEn do"n in applicat i on. 

rtnist cr of Co·'lmtro e G en tin explained some of 

the diff1cult1 cs which fnccd tt.~ Government ~nd g:-.ve 

somE\Ihat tl.mid ~.nd v~gue ~asur~ncts thnt it vtould do 

c.ll 1t could to :vl!Eliorate cond1t1ono . Henceforth, 

hE odd, 1 :-~port nnd export Uc mou ' ould in c;encr"-1 

be ~"-d E "-v ~il~blt in leas th"-n threE ~~Y• • In spit e 

or ~lr. t h.~d been cl,.1mtd he insistEd that o:portcrs 

\ 'trE rEcEiving the benefit or thE 1"·'; rt3nrding export 

credits but it 11ns nEceas" ry for the Govcrruncnt to 

EXtroiat oc.utlon in accor~ing guar~ntEES for payment 

of l'ltrch:md1s e shipped to ocrt~.in countries , 

BULUT'l' 

!48 
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COR!l::CTED COPY 

!IS II 
OllAY 

Paris 

Dated Ococnlbtr 12, 1939 

Secretary or State , 

1'/aa:td. ngton. 

Rrc'd 7 !'• m. 

2963, December 12, 6 p. m, (SECTION El~~) 

\'11t h referencE t o statements on unemploym£nt 

Labor Minis te r Pomaret declared t hat •out of 325, 000 

regis tered unemployed a bout 6~ • ere unemployables 

and 20% •ere more than 65 years old" . 

ThE BElgian National Bank statement rar th£ •cck 

ended DecembEr 7 she-s gold holdings at 17, 951 . 8 mill ions 

up 5 . 1 millions; fort1gD exchange holdings at 3,317 

:Dill i ons down 65 mi llions ; domestic oo.-:rcial ad9ancts 

arc up 457 milli ons t o 4 , 545 millions. Ad"ancts on ~~b­
Uc tunda arc down 27 .~5 mill1ona to 954 milUons . Bote 

circulation again increased by 139 millions to 27,639 

m1lll.ona. The Trtaaury account •aa rtduotd by 684, 000 

to 6 .3 m1ll1ons. Gold coveragE ia 62. 55 as against 

63 , 10 thE previOUS • ttko 

The Paria aeour1 tics market \'las again at r oD6 and 

rente i ssues repeated thEir substantial advances of 

,..:attrd&J . ttoat taaues mre up trom 85 cent1aes to 1 . 20 

trance 
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ball -2- No, 2953, Dtccll!bcr 12, 6 p . m. (Stet!on 8) troa Ptru 

rrancs and t h£ dollar txchangE guaranq 1asU£ adn.netd 

a turtbrr two francs . Ott1o1al cxohnngc ratca ucr£ 

uno~ang£d , (END OF HESSAG£) , 

BUU.IT'l' 

NFL 

r ._ '' ..., 
l . ; •· I ·l • · ~ ·1 

... • ~ · ' ' I 

.. ... " . 
•. ' .... 

:!:0 

Regraded Uclassified



: : .. ! .Jr: 
SOb 
:\Ollie: 

t!, ."'. ] :-: 

!1: 

?.: 

= 'r ·-· ...... .. 
:\: 

R: 

~. " . !r: 

~: 

R: 

R: 

R: 

: .'(. Jr: 

~eU.O. 

GoOd ..orning, elr. 

u e ll.o Blril~&e. 

Yea. s1.r. 

D1112ber 12, 1933-
12:15 p.~. 

It 1ooke l.!ke a good day c!oem• t 1n 

~ 0:1 --

It 1ookJI lllte a ~lne ~. all the ""'-"' uon3 fte 11ne 
eYen t '!::.e two ant. and a ha1.ra, ~ 1''-~1 tlny ~. 
0 e !'!.~y-one tour• anc! C:e tltty-one t1~• ere baclt 
:o about eTen on l&et ~t. 

4 aee. 

'!'be rest of the c:arltet U UJ) to e~t ~s..-.,.-.aeconc!a. 
!'!:e ..-o1=e of tradlng has beeo ~ te r.a~t&:l'~~a.l aod 
t '!::.e reeetlon ! 1 Te had fro;:~ all ._~ t'!::.e country 
ls ~t eTerybody 1U:es 1";. 

I see. 

!'!:ere 111 eoae feel.lng again, t?te sa=e th1.!lg vas 
eX'J'r'll ll!!ed to you yeaterc!a:r t?tat lt ca'Ued a lltt1e 
at~g on the part ot eose of C:e ten yaar people , 
bot they're g1ad to ha•e lt. 

Yell 1 t • s gooc! tor the to be s t::-a.l!led l.n • t 1 t! 

It c!oean' t hurt t!lea all7· 

~o. 

Iot a blt. 

: c!on' t Jtnov - .men t h ey ".lSed to pat ~ on t.he 
r.clt 1n 1:he ol.d days and stretch t!:es >e:e~ the1 
v.nt ba.clt t o noraal.cy or not an~...u. 

U•as"'• ) Yell I • a gl.a4 :rou • re pl.ea.aea nth 1 t . 

Ob )'8S , DOW ldlat's golng t:br0'.1F s;r head, I c!on't 
- 'ld:l7 we shoa1c! 1eaTe tb.ls open ..,,.. than tvo 

~-
-- ao I xr. SeoretaJ'7. 

~tt 
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!52 
- 2 -

!tor do I 'l!:r. Seet"e ta.ry. 

I think if ve anoounce tomorrow aornlng ve close i t 
on Yedneeda)' D1g!lt that that• e enough. 

Yell you se e , m> , that• e - you ' d have to announce 
tonight teat you close tomorrow night . 

'l'!la t • • r 1gh t. 

Yes. 

I think so. 

I tb1nlr. so. ! t!UM or.>at or the soall holder• or 
t~e old ~e and a half• and the r1rat liberty 
loan !!llet have bee:> ?retty vell taken care or at 
t he t11:2e or t!le laet exchange. 

'fee. 

I ' d be lnellned t o do that. 

o.~ . I ' ll gtve 3ell that lnetruotlons nov. 

nne. 

Tbanl: you • 

'1banl< you slr. 

~· for tile bell). : 
t •a glad to be a help, I hope lt vae. 

ye a you vere very helpful. 

!hat• • f lne. 

Yea. 
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g, '! .Jr: 

Operator: 
Daniel 
Bell: 

l! . )t .Jr : 

3: 

8: 

3: 

R.'tJ:--: 

3: 

H. 't .J r: 

B: 

B: 

3 . '1.Jr: 

!!: 

H.".Jr: 

B: 

Deoeaber 12, 1939. 
12:18 p. m. 

Hello. 

Mr. Bell. 

Yes. 

Yes , air. 

~53 

Go ahead. 

This thing i a going eo beautifully, I Just spoke t o 
Rouse . Is that Bob Rouee' 

Yes . 

A.'ld I said, 1 How would ,ou teel it we announced 
ton.l.ght we ' re going to close thU thing lfedneaday 
n1ght1 , 

Hubbub. 

!fe said O. Jt . 

Really. 

Yes . Yea. Just spoke to him. 

Huhhuh. Then you want to ol oee itt 

:'Ce s . 

Well I suppose t hat ' s all right. I Just don' t know 
'llhere tbeee things are, that's >that worries me a 
little. 

Well -

lfhe ther th~y' re i n the banda ot indi vidual• in 
truet that have to have meetings and -

Don ' t let's tly in the taoe ot tate. 

Well, I' l l have to admit that I'd l i ke to ge t them 
in. 

Well, that •e all right. 

All right. We oloee it tomorrow night. 

Ralph eaid O.! . 

Regraded Uclassified



s: 

H.!:.Jr: 

B: 

~: 

• 

- 2-

Ruhhuh. That'• announoea1amed1atelJ thle 
attemoon. 

Yea. 

154 

That JOu'll close at twelve o•olook tomorrow n1ght . 

o.x. 
All r1ght . 'l'ha.nlta. 
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Rallo. 

Dece:::ber 12, 1333. 
3:05 ..... 

:ss 
0""1•""" tor : ·~r . Berle 
A. 
Serle 1 : J!o llo . 

u:• . J~ : Hello . 

1: Oh, ~r. Seoretary1 

3: I wanted to bother you about ' h e one matter. 

': .··.Jr: Please. 

S: 

~.!' .J:-: 

3: 

B: 

S: 

t:.·· .Jr: 

!! : 

1'he - this - eub-eon"li ttee 1a :eeting aga..in to:::::>rrov. 

Yea. 

Your men were courteous enouQb to get = a ouest1onna1re 
which we are trans:::itt1ng to the Yarious Gover:mentll. 

Did you 11ke t hat? 

I t'a a f1rst rate job. !here ia hove•er one question 
Wh1oh now oooea U? and t he purpose or calling you 1a t o 
ask whether you ha•e any obJection to one o~ your aen 
coming down and sitting with ~e co=ittee. 

\1h1oh one? 

Yell I - vhoe..-er you auggeat, I ahould sU?pose l:r. Vh1 t e 
tor oh~1oe, because be's been acting 20re or lees as 
informal epokeaaan. 

I'd be delighted to hs•e lrct te CO:M onr to -

I thought if you d14n' t obJect Ukewlse I - it .Ug!:lt 
not be a bad idea to han the Federal Resern oan, 
I guess 'la1ter Ga;r41ner 4Dvn there , although that's not, 
by any means necesa&rT· Real.lT vbat theT propose to 4D 
wae to go over aone of the questions and try to se?&rBte 
out the questions of tact rron the cuestlona of 
op1n1on and trT to get t h e ftrious hyootheau teat they 
han in mind. I han a 4ea1P l.ll<ev1Be of 
getting th em to knov each other ao thAt gradually 
aa thU works along, if 1t 4oea, t hey h8•e soae !)f!r•~mal 
aoqua1ntanoea and sore or lea• appraise tor themeelYea 
wtl&t tbeae ,eo'Ole hAft 1n s.tnd, but I 41dn' t vant to 
ask that until I bad as~ed TQU • 

• 
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: .)I.J::: 

:s: 

t;.v.Jr: 

?: 

3: 

E.V.Jr: 

3: 

:: . :!. Jr: 

:.' '.J r: 

S: 

3: 

- 2 -

Sure, and by al.l means have the Federal Reeene. 

Vall vhat do JOU think of it ae an idea, has it -
vall I 8erely thought that i n oaae t heJ -

It can 1 t do any harm. 

Vall that ' s vbat I thought t o . 

.!56 

And i t mi.ght · make theo feel happJ, 1t oight t eke them -
give theo ao~eth1ng else t o vorr1 about . 

Aside from 
and somet hing may be said t or t hat . 

Aa long ae ;ron' re talking to ce if, I think t he heed or 
their Economic Section should be asked even tho~ he 
d1dn 1 t come • 

Goldenveiaerr 

Yea . 

I ' l l do it that vay then. 

I think you ' d get better euyport and lees - :rou 
wouldn't have Goldenveiser working against you. 

r.o. Goldenve1Ber and I happen to be old fr1ends , eo 
ve certainly ought t o agree about th1nge, oakes 1t very 
e101ple. Vhile I have ;rou on the v1re, 1t I I!BY say, the 
De:;>artoent, about those French traWlers that :ron I!BY 
re~eober el1pp1ng through the press. 

Never heard about thea. 

'lo. 

Well Vhat ' a up nowf 

Well I aerely 

Somebody ge t avay safely. 

Vall t heJ are getting avay I suppose 1t ;ronr men sent 
out a vtre they vere getting avay thU afternoon. 
!he French ~baeeador eent over aeeurancea that t hey 
vere not going to Joi n t he armed torose or Prance and 
t he At torney Gener al baa ruled tha t that' e good enough 
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H.r. .Jr: 

B: 

a.:' .Jr: 

~ · J o 

~ . " . Jr: 

:>;: 

P.".Jr : 

B: 

H.'· .Jr: 

8: 

H.!.!. Jr: 

B: 

H:'.Jr: 

B: 

- 3 - !.51 

assurance ao they don• t violate the law eo lf your 
people send out a telegram, I oan•t think or L~ybody 
elae that ought to approve lt unless lt might be Ood. 
I should think they could go , · 

Well , I don't think 1t would be fair to ask God. 

1•/ell I agree that would put him on the spot . 

I te l l you Gaston i s 1n h~re now and the minute he 
leaves the room I' l l tell h1m to oall you because 
he handles that . 

Uell I've been talltlng t o Calma in Gaston's absence, 
you s ee? ~alms has been doing the leg work so I 
asked !!oroan Th- opson to telephone Calma Which be 
did and I telephoned so tha t -

Wel l lf you don ' t olnd -

Would you rather I'd clear th18 through Gaston. I 
happened to have been talkln~ t o Cairns right along 
but that 's merely an aooldant and he-

I'd a little bit rather you handled lt through 
Gaston. You see it's- Gaston wae down in Guatemala 
when all this happened but Coaatguard 1& his 
reaponalblli ty , 

I 'll talk to Gaston, this 1s m~rely inertia because 
we've been talking to Cairns While Gaston was away 
and just kep t on doing lt from habit, t hat's all. 

I told Gaston, when he goes back to hl& office, to 
call you. 

Thank you very much. 

0.~ . And White - I'll tell White, when be gets a 
call, to go over. 

Well I'm very much obliged. 

Rigbto. 

Thank you. 
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Deceober 12, 1339. 
3:09 p. o . 

()l)• rato r: Governor Hill. Go ahead. 
G<l•trnor 
Rill: Jle llo . 

· c;a .!. .... • 

'1 , 11 ,Jr : 

~ : 

~: 

:1, • • • Jr: 

R: 

'{ello. 

Hello , J.!r. Ssore t ary. 

Yes . 

~his is Frosty Rill over at the Faro Credit Adminis­
tration. 

Oh are you still there? 

aell a t this writin~, ten minutes after three, I vas 
Just calling you on a purely personal oatter in 
connect ion with this vhole situation to get Just your 
personal advice. 1-!r. tlallace called t or one of our oen, 
Hr. Lands, over this aft ernoon , at noon to be exact, 
and indicated t hat he asked - t he President had esked 
l'r . Bro\mlow to review the Whole si tuat1on and 
Mr. Brownlo>~ had done so and had r eco=ended again in 
ravor or the Farm Credit continuing as an in tegral part 
or the Departmen t or Agriculture and then t~e Secretary -
Secretary l'lallece >ten t on to aay t hnt that being the 
case he felt that if it were to be in t he Deuartment 
t hat he should run it - >tl th which post t1on or course 
I can • ~ disagree and felt that he ought to have some­
body in to put somebody in as Governor >tho was nore 
familiar with t he policies and setup in the Depert~ent 
ot Agriculture t hen I was on the t hing and con­
sequently the upshot of the th i ng vas that I' m to ~o 
over at tour o'clock to discuss it presumably again 
v1th 1111 vtev to requesting lilY r esignation which I 
understand rro!!l !~r. Lande , in a dllcusalon mtb 
Mr. Wallace have been t he approval or asking ror oy 
resignation has been n.,,roved by the President. :<ow 
or course that Just geta down to a point - it sort or 
l ooks as though the whole t hi ng was over as tar as 
I was concerned. I don't know whether there's 
anything could be done or whether there's anything 
should try to be done. 

11e11 -

I just though t I would oalllrd check to see 1t you 
had any - ott t he record or personal suggestions to 
make in the situation. 
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v . H . ,T";' ! 

~ . " .;:-: 

?. : 

:.! •••• J:-: 

?: 

~ . '" . Jr: 

:! : 

!l .!: . Jr: 

:!': 

:59 
- 2 -

Yell I - Y1a McRe1Uolda, I thou~ht that the ~at,u11t 
told ~o not to res i gn. 

':.'hat - that was right , that was - I ~t, Tta "~"eynolds, 
about - ob t hat was about, oh that waa tb-ee <>!" 1'our 
weeks ago t hat I got that meaaa~e not t o reslsn. 

\fell then Why re81gn' 

~ell the n , presumably again through Mr. W&l1~ee , vto 
&P/&rently aa7a that be has contacted t he ~slee~t 
again and t hat the President has again ele.areQ 1<11<:!:1 
bla. 

Well I wouldn't do it unless I- unless ~~ ~s1~ent 
aslta you ln writing to reai~n. 

I see. 0.!1: . 

I a ean that ' s 1!11 advice, it the Preaiden~ vzn~a 1<0 ask 
you to resign let him do ao in wr1t1n;. 

Yes. 

And - uh- that's - didn't he appoint you! 

Yea, that ' s right. 

1/ell t hen l e<: him ask you tor a r es1snat1o=. 

Yea, yea. 

Vhat! 

Yell I think that' a all right. I Just - ! C!C' : Ya:lt 

to -

~low dldn ' t they appoint a com.-'littee o r tl~:> or 
twenty people to -

did. but I didn • t hear a.::r."' n;- :>ore 
~ell I gues s they 
about that . 

tlell I understood that t he oo1111111ttee wae to be e.;>YOlnted 
t o consider the thing. 

Yell that was my understanding t oo. 'l'i:J.a ~~ sto:-y 
was that ::r. 3rownlow had considered 1t. 
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;;.I' • .Jr: 

- J - !50 
Vall I 11114eratoo4. that I vaa on that oo..,1ttee also. 

Vall I ba4 gotten the eaae wor4 but I ha4n' t hear4 an:r 
aore about 11:. 

Vell bee14ee ta1k1ng to 11e thU a4rtoe :rou aald U 
peraonal eo I don't want 1t aprea4 around the town. 

Oh • :r goo4neee no . 

!!ut that'• II)' adrtce and I 1d alao call up McRe:rnolda. 

t eee. 

!!ut, etrlotl:r o~~ the reoor4, I woul4n 1 t oove unleu 
the Preeldent gave 1t t o :rou 1n wr1t1ng. 

o . Jt. !'lne. 'fbanka a lot. 

s..~.J:-: O.I. 

!!: o.J:. 
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TREASURY DEPARTMENT 261 
I NTER OF'f'lCE COMMUN ICATION 

DAn Deeabu 12, 1939 

ro Secr eter)' llorgentbau 

- llr. Coobran STRICTLY CONFIDENTIAL 

J.t 10:15 thio morning there came to 117 dell< Cablecru f295l fro• Poria, 

F••t1111ll6 tho text of tho financ1&1 J.croomen t between J'ranee and Great llri tain, 

At 11130 the !1cker be~ earr)'ing a aummory of the A~reesent. 

J.t 11:35 llr. PiDoent , J'lnanclal Couuelor ot tho llrlt1eh Eab&aa)', to1e­

pl;o .. ! .:oe tbat he bad Juat recolnd a •eaaago fro:~~ hit 00Y8rn80Dt 1dl1ch he 

dulrt d peraonall7 t o present to the S.cretarr of the Traaaurr at the 

ur11eot posalble moment olnce the oubject catter o1ght be announced ahortl7 

!JI !b Eritloh Parliament . I a tktd if he referred to the llritioh·J'r•nch 

Pic.a.'lA:!al J.grotnent , Re oald he did , and ael<ad what I knew about It, I read 

h!o tho item that had juet apptared en the ! 1cker, and alto let him know that 

•• had received. the full t ext o! the J.creement trol!l Parle. He confirmed hh 

u::! tratandin& that the French llinloter ot Finance ..aa to preoont the t ext to 

the .berlcan ::::Ob&so)' in Parl e . He r ecrotted , ho,....er , that a del&)' Ill t rana· 

:1u1or. had preTentod hit giTin&: ue flrot word. Re ~~~ not the !1111 text, but 

• ~ry thareof , He would like to preaont th1o at tho TTeaourr'• conTenienco. 

Pin&ent Inquir ed mother -.Iter Stenrt •• bore , lie 1<0uld llko t o COZ>e 

il<>1111 at an eerly date to diacuoo w1 t b St ewart and mraelt the departure of ClllZ' 

Scotch fr1enda. I read t o bill J.rticle l} of the Agreeonent under reference and 

inquired mother tbh had anything t o do with their do~ture. He doubted 

t.;h, but s&i4 he would pn ue a little =• info,....tlOD .rhenOTer •• could set 

••r•thu. 

Regraded Uclassified



TREASURY DEPARTMENT 

INTJ:It OI"'"'CI: COMNUNICAT10N 

ro Secrotar.r Moree••~ 

STRICT~ Y CONFIDENTIAL 

)(r. [Doko \el..,u4 "" lah 7tlhrda,T .... at-e tba\ \be ll4oral B.otne 

!&Ill: w Ju•t nooln4 a oelllocna boa LoDoloa to tlot otteo\ \bat tM ll4tra1 

...-.14 reco1~• lhorll7 $50,000,000 at col 4 boa Cau4a t o be ool4 oa arrhal. 

(aoke """"'" tbat tllh waa pl4 'llllloll baa ,tut arrl.-.4 tr.. Jacl aM ~ ..,._ 

1bip. Ve han aot 71\ thlo IIOI'IIiJIC 1114 wor4 of t u arrhal of cou la Jlew 

ton, ad han ao 110ro AefW\0 lr:aowll4co tlluo \W biro IJI41oa\14. !Ill 

3r!lhh dollar bale- ta llew Tol'k 11 4ow to llftllll4 t«l,OOO,OOO, oo \IIIlo oa 

vlll undoubtedl7 'bo uo4 t o r.ploallll \llo -•· bob \ol~ lhlo ...,,._ 

'"" &I OOOD .. 1t .... 4eoo4e4. 

Xr. Inoko abo hl4"" \bat \lot lt4tral B.oone...., _. .u:tq 0 ,., ' 

ot $4,000,000 h tu '"""II '•rl- h*..,c C.rporaUoa, 'llllllor laotl'WIU­

troo lbo Bull: of lraaoe, \hlo ..,..., h 'M toaa troa tho 1Mier1 o ac.,_l vUII 

l!lo J'o<loral. Slaoo \loo lroD"II AMrl- ... ""'"« CorporaUoa liDO \ooa uo4 Sa 

lllkloc ~ t or lrollllll w.r - t onal pvcll&ooo, it lo u-.14 t llat thlo """ 

lr&lloocUoa MN17 oarrloo oa \1111 qot• -u1 \lot opoolal _, at \lot 

Buk ot .i'rcoo 1o oota'bllolol4 vtth \lot ll4tral. ftlo, I.oro7-3o&Dllft, bao \o:U 

u vlll 'bo aot later \hoa J~ 1 . 

Pro" l ho ...., of llu-4 __ , vl\11 \lot lo4oral looone IMk tlotro _. 

JllllrdaT aodo a ~at of $5(),000, h tllo llelollo.....U:. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

OAT& Doc .... or 12, 1939• 

,..w l'.r. Cochra.D 

~r. raux s • ....,.. tha Svloa 'bo.Ditor who called .... d.a7o &&<> 1D .. ,.ra to 

1he purcllnooo which he 1o co..,ooiollod to ..te 1D the 'O'aited Stateo t or ...,_ 

cO'JOt of the Swlu 0o1'0rDMilt, - to ... ae 7ootorda7 athl'110oD. Be had 

J1lH flo!lbed a v1olt t o J'ov York aDd Ott-. 

Dr. S01'1N7 aaltod .. it lt ,.., worlhwhl.lo tor the Sv1n to present otflelallT 

tl:o "'Uutlon whlch ha bad Ad.........,_ pereoaall7 to .. ot JI&TiDC tor J.aorl""" co.,_ 

eoc!!t! .. t!>.rotJ&fl &<>ld hald lA Sv1herlaA4 =tll atter t ho ..r, vUh a corroopo..UDC 

... unt ot !!'Old • ..,_..,.ed In tJ>. J'edoral .lleoorn llanlt or J'ow Tarle lD our ta"'''r to 

psrt.ntee p~nt. I roaliiAed the Tioltor tbat I had t old hla whoa wo tlrot 

!hcuu ei thl o utter tbat tho 'l'ro--=7 UA1!onal7 followed t ha pollq ol oco tho 

•·ubrul: ot !>.oatl.ll tleo of aoceptlDC &<>ld oD17 upon dollnl')' lD tha 'O'nUod Stat oo. 

Vlth cue~ •T!IIP"tbT toward ov 'lrlperllto partner, Svihorlaad, o.Dd rulhlDC tha 

l r-ort>llCO of t he W.iAIIoo which w wq aov ha ... v1th Sv1 horlaod, wo han 

o:11J!~:!. th!o quetUoa quito t borcuchl¥. I f eel, bowowr, that thoro lt no J>O•­
o!Ul! ty of the StabllhaUon l'w>d actioc u 1Dto,...dlal')' t o bold tbil &Old Ia 

Sv!t:er l&nd , aod .-Ice dollare aftll ablo h tha oxporleu hero. Dr. Somary 

rtAll:od t bat tho l'odoral .~~e ...... lluk of J'ew Tarle ....U ad'I'SilCoo &&&!not &<>ld 

0:1!7 tor u uonal t f'Nl.&o.etlou, aDd t hat latorut wao utw-all7 charc-4 tbo.rooa . 

Ee tali t bat be had made l aq'<lir,- I a J'ev York aod had loarRod t hat lt would bo 

!~·oaalble under aar 1sw tor prl..-. J.aorl oaa banl<oro t o aol<e loano to Swltzor lond 

IC':ost &old held b7 tJ>. lluk ot Sv1horlalld v1th t he J'odoral. 3ottrTe Banlc of 

!rv Yore. I eoatlraAd tbat pr:!.Yato hazlb wore DOt peraltted t o h..,o a olaill oo 

1!'014 ea."""'rkod hero vUh the J'ederal Ileum Bani<. Dr. SOMrT tbatJ&flt thll llaltod 

lha UJ! of &Old aod that lt vould .... lll the ceural t a hroot to emeDd t hll praetleo, 

a oloo to put &Old colno lllt o olrcul&Uon. Yo then dlpued on t he co...,., 

problt!1o ot t ha 'O'Illtod Statoo aD4 Sv1horlaad v1th roopect to &<>ld. Dr. Soaal')' 

pro:iao~ to prepare ao4 00114 t o •· v1th t he oooporatlon ot t ho - ot Svit 10rl.aAd, 

w ; t r""Jl• t brotJ&Il that 'bo.zolt • .,. lAtoNal aeaoi'Oil4u oottl"C t ortb t ho Sv1oo 

oroblt:> Md Yl ewa oa &Old. 

Returnlll;l; to our t ... ed1-'• pr o'bl• , U wno sc:rood t hnt tho Sv1n obould Dot 

l"JI !o=-r4 o!t lclall7 t ho allow outUUd ougeotloD. Dr. So1UJ7 abittod that tho 

::a!o piL"J))to vaa to aTOld prooOR\ hlcb trolpt ao4 1..........-charce•· I reaiDdod 

~b t!:at YI\J'io110 :turopoall Oeotral lluko coDtlDU to ohlp &<>lcl to uo lD eplto of 

U:.e - "7 COt~. 

:lr • so.....,. had ..,. &llpcl ataoDt v1 t h Soerotal')' Bull ! or 3: 115 1ootordo.7 attor­

oooo. I lot hl= l<Dow t~t a llalooa colltD1U .. ho.4 baeD oat up olDCo bo wao laot 

~era o.n4 lt vu UDdorotood that ho vao t o 'bo placed ill t oDCb thorov1 th throucb 

~ •• ,..,"1'7 I!W.l or oae ot hlo aaolot uh. .U Dr. Soaa1')'1 t n qu.ot, J:ownr, I 
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GltCJJ p li!!B'l'Di0 Deo-ber 12, 1939. 
9 a30 •·• · 

presont: 

s.u.Jr: 

Gaston: 

B.U. Jr: 

Gao t on: 

B.II. Jrl 

Gutont 

B.U.Jr: 

Gaston: 

Jtlotu 

Gaston: 

Gaston: 

llro 
llr. 
llr. 
llro 
)lr , 
)lr, 
llr . 
Mr. 
llr. 
llr. 
llr. 
)lr, 
lira 

Gaatcn · 
Bell 
Ouffiel4 
'l'bompaon 
'lbite 
H.arr1• 
Poley 
Baa• 
aravea 
Cotton 
Viner 
Cochren 
lO.otz 

Berbertt 

In connection with that pair o! decisions on 
wire tapping by the Suprr.ae Court Jesterda)', 
JOU migllt not 11ko to kDOW that we b&Ye no 
wire taps. 

I might not like to knowt 

You might like to know that we have no wire 
tapa at this t1111e , whatever, and dm' t propose 
to have &DJ• 

I take tul.l erodit !or t bat, thanks to Rerun 
Ol1pMI>t. 

V1noeat .lator wou.l4 like to aee you 'ftluraday 
s oming, 1t you rill be hero • Be 1• eca1ng 
up Wedneaday ~t and he would like to aee you. • • • 

Will you get word to hill th& t I wur b& ve you 
and he tor lUDcht 

Y .. , I rill aalt h1a about that. 

Wb.ent 

'lhurad&y. 
t he day. 
wanted to 

Be hopea to aee the Prea1dent during 
It migllt be that he will a&J that he 
aee you early 1n the .om1DS• 

I don't want hill. 

I w1l.l taU hill t or lUDeh• 
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We got our bad newe trOll the Budget Bureau on 
the euppl-ental Ooaat OUard budget, We didn't 
get an7 boats 'lib& teve!', Tba word na tb& t the 
lt&VJ' can build the boata. We don't build boata. 
We get thirteen planee, which 11 pNttJ good 
but no new etat1one. ' 

'ftlOmpiCDI F1tteen pl anea. 

l! . li. Jrs .Ul rlght, 'lib& t eleef 

Gastoo: Blmel' h&e got Pal.mel' rrom Atlanta and Prank Burke 
on ll&rold' e Job or the Bn Yo!'k aea&J' ott1ee. 

B.!I. Jrs Oh, all i-1ght. 

Gutoo : One Intelllgenee 1Jn1t :aan and one secret Sei'V1ce 
man. 

H. loi .Jrs I told Elme!' ,.este!'d&J' that the Npol't I got on 
th e man in charge or the Upper New York District , 
Allen, was the wo!'at report that I have !'eco1vod 
a1nco 1 have boon 1n tho T!'a&IU!'J' • 

Gaston: What service - Secret Sei'V1cef 

Thompsons Intemal revenue agent 1n eh&rge. 

Gastcns I will look into that. 

S,JI ,Jrs I told h.1a to put new men on it and - i t na just 
anotb&l' cample te 'llb1teneb or the rellow. Bo is 
the rellow, ,.ou sea , the agent whom we &1'1 con­
vinced - na assigned to a eeae contl'U'J' to ~ 
ordal'lo 

Gutont You told BllDer tb&tf 

B.li. Jr: 

Gaatcnt 

B, IA ,J !'t 

Yo a . Be 111 an Internal Revenue man. '!'bay cel'­
ta1nl7 gave him a n1ca wb1tenah. 

Do J'OU think theN would be tavorabl& !'lcopt1on 
to a IN&Sosted reol'gan1sat1on or the auroau or 
Jlarlna Inapeet1on and Nav1gat1onf 

Well, peuonall7, I am all lOili' en all 
gan1sat1ona, as tal' a• I am concemod. 
not !'1&117 1nte!'eeted. 

the oi'­
Iam 
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au ton i 

B.!I.J'r: 

Gaston: 

H.II.Jr: 

G&aton: 

H • .N.Jr: 

Outona 

B.li.Jr: 

Oaa ton: 

B.II.Jr: 

Oaa tona 

G&atoo: 

!S7 
- ll -

I .. DOt terribl7 keea about 1t at tb1a tiM. 

It 'JOU are, all risht, but I .. DOt pereoDall7 
1ntereeted. 

I th:lnk lt will have to be doae sooner or later. 

It J'OU are bot tor lt, o. Jt,, but I aa aour on 

it. 

Well, I will eee wtat tbe ataoephere le, eetbar 

there le &D7~ l1kel7 to be done. 

Talk to Bull Barrie about lt and ••• 111h1cb etde 

be ls on. 

Bureau ot llarlDe IDepeotlon. 

Talk to b1a about it. Be u .. d to be rlth a aha. 

boat -paDJ', I don It know whether tbe7 had 

peddle wbeele or .t.t. 

We ban a eltuatlon lD the Aloobol Tu that 1e 

not a:r balUrlck, OD17 - the Alcobol TU people 

don't a~t it, but the .r.ct 1e that enl'J'Iber• 
except lD the problb1t1on statee, tbe7 have got 

an exoese ot -· th87 t.. ve sot a sood MnT more 

- then thq n .. d. •• bad ll:loug)lt ot r«~ec!TlD8 
tbat e1tuat10D bJ' 1110d1tloatloo or the lew which 

would pe1"111t us to uae - dlnrt Aloobol TU men 

to other senloee and still let th- be p&ld on 
Aloobol 11az, It wCIIIld just telte one Uttle allsbt 

aaaend!Hnt to a statute that we have DOWo 

TrJ' lt. 

IDetead ot shlD8 up the men. 

o. ~:.., tl"T u . What elaef 

'Blat h all. 

Oeaet 

Bzoept a oouple ot thiDa• I wov.l4 Uk• to epellk 

to J'OU abwt aftel'W&J'4, 1t I ~· 
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H.li .Jt'l 

au ton: 

n . r~. Jr: 

J)U1'!1eld l 

H. :& .Jr: 

-. -
sure. '11.11 it talat longt 

lfo, it will take about two minutee - one llduute. 

I will gl ve J'OU three 1111nutee, and I want to 
eee Baa!l Barrie. 

Gene, I aee that fOU put the thi.Dg in the lap 
ot the Attornef General a nd he le?t town w1 th -
What 1e ber naaet 

I didn't aee that . 

For Honolulu. He bad b.ia picture taken. What 
ia tb8 name or tb8 girlt 

l'ole1: cromwe 11. 

s ,K, J r l Yea . 

Du1'!1aldt I just eaw that we put it in h1!1 lap. 

9.M. Jrt It waa in the paper tb.ie morning, he and Doria 
lett town, plus Mr. cromwell. 

Duffield: There 1a aome expectancf - the bo7a are tt'flnS 
to get us to do aolll6th1ng aboUt the .t.ttorne1 
General' a op1n1on and 11r. au ton aa1d last n1ght 
that h e would think about telling them the whole 
etor,. todaf tor a background. 

Oaaton t Well , I thought that todaJ we aigJlt han the 
t1nal dec1e1on on the thing trom Justice and i t 
th01 don •t press ua, I think we will let lt SO• 
'll'e _ ,. get that final declaion toda7. 

H, lf ,Jrt All 1"1Y1t• 

:€8 

Cochran: Lero7-Beau11eu telephoned down 1eeterda7 e•enln& 
juat .men tbla thinS - out and wanted to know 
what it waa. I read h1a the tioker ator,. and 
augseeted he get 1n t ouch with llr. l)uttield. 

Mf1aldt I rorgot to •nt1on that; one or the aecretariea 
or the Sab&Uf called .. about 6 100 o' clock laat 
night . 'nle onlf thinS that perturtled h1a waa the 
atat•ent on tbe UP ticker that theea had bean 
aold to the French aoyernment, clcb I told b1a 
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you dld not 11&7· He -• pleased at 10\ll' oo-ent 
on the Prench dolng eve1'7thlng openl.J and above­
board. 

s.M.Jr: Old be know that I eald tbatt 

Duffield: I told bila. 

S.!j. Jr: '!hat 1a rlg!lt . 

4CQ - -

Cocbrml I would llko just a 1111.nute aometlmo this morning. 

H.U.Jr: I loved 7our back- seat c1r1v1ng, Cochran. 

Coebrml '!hat can be detached 1t JOU don't want 1t. 

H,!i, Jr: Ob no, that 1a t1ne. 

Cochran: I have nothing elae. 

Cotton: I wonder 1t 70u have a !IIO!IIent to d1acuaa thls 
P1nn1ah thing. 

H.:&. Jr: Do 1 t right now, out 1n the open. 

Foley: Like the Prencb do. 

Cot ton 1 I preter not to . 

ll, !li .Jr : Come on, bo a little sah now. I will make you 
teel haPP7• or at l eas t eaaler. At lunch yes­
terdeJ , warren Pi erson a aid, "Wba t am I going to 
bo, tho burnt ottorlng oil the altar, • and I said, 
"No, a hero ror one daJ• • 

Cotten: I suppose JOU just wanted to know what happened. 
Nobody know wha t the propoa1t1on -a sxaetlJ at 
the Balik and the State Depart•nt cue rlth no 
det1n1te i deas on the thing at all , ao nothing 
was done except to consider the propoa1t1on ao 
rar as warren Pleraon knew 1t and to roccaaond 
to llr. Jonee to get the RFC to do 1t as enry­
bod7 thoUght thet would go to jail 1! tbe7 lent 
10 mJ.lllco dollar• troll the Bank. 'l'h& t waa about 

the alae ot it. 

!l. M.Jr: Do you atlll want 1our couple ot ainuteat 
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Well , I would like to know - they don 1 t really 
know what. the proposi t1on 1e. 

I will tell you all that I know. Sunday about 
noon, Jesse Jones called me up and sai d - he 
said, "My thought is that we will loan the . 
Finnish Government, for the purohase of rood -· 
sturrs , e i ther three or rour million dollars . " 
I think he said tl:.at they can do a little bit 
better than tho RFC. He said, "I am either 
going to see or talk to the President at 1100 
o 1 clock. • He said, "Will ,.ou go alcng on a 
loan or three or rour ailll.on dollar• by the 
EXport-Import Bank ror r ood aturrs, • and I 
aaid, ~es, I will." 

~70 

Tho total is ton, the division between the Bank 
and •• •• 

I &I'll just repeating mJ end or the conversation 
and what I said JeeterdaJ• And then the next 
thing that I knew about 1t was the publ1cit1 
1n the paper. Then Jones called me up 1esterday 
and said, "How was the publioitJ, how did it 
read," and I said, "All right.• He said, ~ou 
are sure t he publ1ei t1 is all right ,• and I 
said, ~ee , the public1t1 ie all right .• So 
that ie rq end or it. 

U it 1a a popular thing, 1t may be all right. 
Ir it isn't, it ma1 wreck the Bank· 

nell, he said three or rour million dollars , but 
I think that 1a the legal llm1t or t he Bank, 
1an1 t itt 

Well, i t all depende on wbat he will do. Ir he 
will take over th1nga •••• 

Well •••• 
'lbere ie always a question , as I understand it, 
that it looks like senttmentalit1 and hypocrisJ• 
In doing it, I =deratand the cotton would be 
sold in England. In some wa1 or otber, this 
mone

1 
might help the Fi nns. Nobody reall1 knows 

the position or the Bank• 
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Dooan•t Warren Pierson knowt 

Be doesn ' t know. 

I would say the -tter 1a something between the 
Presi dent and Mr, Jones, 

I understand Mr. Jones has gone •-Y tor a tew 
daya . 

Be won ' t be back until Friday. 

: 71 

A:llyway, ;you will ~t to lmow that the B&nk didn't 
take any a ction at all except to recommend that 
the RPC consider, 1n v1.ew ot t h e position ot the 
Be.nk , whether it couldn't do the m ole thing. 

I have no l na tructi ons on it other than m,y con­
versation witb Kr. Jones. 

Well , one would hope, I tb1nl<, speaking trankl;y 
about it, that it tbe mone;y waa going to go to 
the F1nn.s, it mlgllt do them aoae good, and I 
s uppose l t waa - it -s auggeeted the only way 
it would do good if lt -• an arrangement for 
selling the cotton l=tediately so the;y 10:luld gat 
sterling to bu;y aome airplanes. It the -1 had 
hem fixed up with the British so the;y can do 
that , it might help them a lit t le b1t, Otherwise, 
it won't help at all. 

Can't England aell them three milllon dollars 
worth ot planes on credltt ' 

'lhe;y have alMad;y aold them SOllie planu, but no­
body 1n connection wi th tbla Bank knows what tbe 

deal h. 

Tbat ia wb7 we have these 9:~ me etings and I 
try to tell you people everything that I am 
d.o1.ng and, ••• 

I aa- the declalon baa bem -d• to do 1t . 

It certainly 1a democrao:r at ita worst. It has 
been oompletel;y misrepresented 1n the papara, 
it that 1a the cue. 'lhe tuDda are supposed to 
ba tor tood and aupplle• to Plnland· It you 
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aeDd them pl.anea, 1 don't know quite how it 1a 
going to help them except to kill a tew more 
Pinna - just prolong it. 

Kill. a f ew more F1nnaf 

P1nna and Ru.sa1ane. 

Nothing can get tro:a thh count%'7 to Finl.and, 
probably, 1D under a .onth and h 1t going to 
do eny goodT It the pl.an 1e to ell.ow virtual.ly 
tbe uae ot tb1• IIIOiley to get airpl.&Dea trom 
Great Britain, i t 1e being put up 1n a terribly 
hypocriti cal. way , ~chis the implication I 
got. 

:72 

Keep me posted, t hat 1a all. I can aay. I can 
aay tbia 11111s t be so:aething between tbe President 
and Jones and I have tol.d you eve1'7thing that I 
know. 

Wel.l , 1 have told you all I waa able to specul.ate 
on the bas is we were on :reaterday. 

I have heard nothing trom the State Department or 
llr. Traphagen. 

I have heard that - not through ll.r. Trapbagen, 
but the Co1olllb1ana did ~· en otter. 

Bd, could you ccae 1n at 111 :!0 and put on •"1 
dealt everytbing that 18 pen41Dg 1n regard to the 
BAnk ot Amer1c&T 

Yea. 
And 1 want Viner 1n on that , on that apprai aal., 
aee . Dave you bad a chance to l.ook at itT 

Yea . 
Then I thought 1t we cleared the thing - 1e 
Delano i n to'tnlf 

Be 1a 1D tbia IIIOrning• 

Well •• • • 
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Do you want Leo Crowleyf 

Yes. 

\\bat elsaf 

SL~ Clark came over yesterday and brougnt back 
the ¥aney and Perini cases , thooe Boston casas , 
tor reinvesti ga tion. 

I am not familiAr with those . 

They nave pretty s erious political illlplications 
tha t I think I ousnt to tell you about sometime 
and Brandal, the u. s. Attorney up there , sent 
them back with a recommendation not to present 
tne evidence to a Grand Jury, sam has talked 
with the Attorney General and the Attorney Gen­
eral sent llilD over to talk to me and if upon 
reinvestiget i on we reel that our original recom­
mendation 1s correct in the light of this new 
theory, new defense theory that naa been put 
forward by attorneys representing the contractors , 
Sam w1ll force Brandon to present the cases to 
the Grand Jury, but before we get that far 1 
think we ougnt to tell you what the i mplications 
are. 

Who 1s Brandont 

He i s the u. s. Attorney up t here . 

Is this a Curley matter! 

It arose out of the investigation of CUrley, and 
while be i s not directly involved, 1 t 1S hia 
crowd tna t 1 s i nvolved. 

'llell , the old rule ot1ll holds good. 

That is what I think· 
Let the chips f all wnere they may. So you don ' t 
nave to talk to me. ao right ahead. I mean there 
is nothing to talk to me about. 

Well , I knew - I thought you would like to hear 
thi s slant on it. 
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lo, I dcm't -t to blaJO U. Go abe..S CD U. 
U ,_ pt to a po1Dt wblre the Attoi'U7 
o-ral -•t act, tbat h tS... _,.. to tell 
... bat &0 &heed Uld pre .. wbate•er JOU th1.Dk 
h 1e&Ul7 correot. 

:14 

All ript. Wel~, :n-r bae the oe••• Uld bl 1.e 
aolzl& to ake a qulclt otwell: DOW m4 .... 

Up to the U.. that JOU are a topped, 40D 't bother 
• wlth lt. U JOU are atoppe4, - 8D4 ... 
papa • 

._t elaet 

Sc.eU.. tbia afiei'DOOD, perbapa ~tetter tbl 
lmlk o~ ._rica •eti . .D&• I '111.11 ba•e tbl letter 
to the Secretar:J o~ -.r Uld tbl SeoretuJ ~ 
•• ., &D4 tbl _.....,_ tor tba Preal4•t OD 

obeoleac-ce. 

All right. 

'lhicb wlll be the w1D4-up •••• 

And I wa.Dt that to &0 tbroU&)l Viner before 1t 
-• to... I ae&.D I don't want to crowd JOU 
too .acb. U nece•a&I'J• ..,. wUl 4o lt ~· 

Be la a . touP ,;q. 

...,, 'llDert 

~taM. It toolt - ..... to aet thia letter oleaJ'ed 
Uld - bl ante to rewrite lt. 

'!be obaol.ea-oet 

Jlo. a.allt 0~ ~-· 
Be -te to rnrlte ltt 

Tee. I etarte4 -t wlth a pel letter, too• Be 
doe•'t Ub ,..t I aot. 
11o. 1 41.-a•t .. e the-,_ .. , .u a aood letter. 
!b1e - J..ea't a aoo4 letter • 
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lo, I add I darted out wUb&f.od letter. 
You want to redoce thia to a letter now. 
B7 the tJ.e JOU get throul)l a pooDle Ul4 
get •••1'7bod7 in asre•at, JOU don1t have 
wb&t JOU atarted out nth. 

175 

'lhia letter 1a about like an old un r11111n1ec1Dg 
about b1e •acat1on. Be catchea the aame tiah 
tb.raa ts-a. 

-m.n 70u come in at lla:SO aak ae to t ell the 
Prea1dct' a ta.or1te atOJ'7 about , • 1apw 'ol1da7", 
a -r .aoatlco ato..,.. 

low, )'OU know ·~ I in•1te Viner to go over a 
propoaed let ter, I juat thoU&ht 1 t woul4 save 
Preaton Delano a 88Dtal atraln not to be here. 
I 1m- wbA t I -• doing when I had Pre a tee 
Delano - I th1nlt I rlll tell Crowle7 also to 
-1t untU atterno<l!'• 

Bo• 1a 70ur deal<, Jaket 

Well , I have taken aoat of it to rq hotel rooa 
ao rq deek rlll look better. 

All r1&bt• 11bat elaet 

t!:lat 1a all. 

h Jalter Stewart •• • • . 
'lhia aoroin&' • ~~ aa7a the Ge~ have an­
noaDCed that aak1 -ft• -•t be uaed b7 Dec•ber 
:51 or thO)' are canoalled Ul4 I tbii* tbere are 
lota of Latin &.erioan bold1nc• and ao• Bra­
&Uian, poea1bl7• 

'lh17 ban writt- tb• ott aoatl7 U14 1t the7 
ue th•, bow are th•7 go1ng t o get the etuft 
out of ~ The7 can OD17 uee thllll tor 
purpo••• WblCb •••• 
ThO)' are t1'71ns to gat eome etuff out b7 _, of 
Ital

7
, ebipped aa oeutral ehi~nta out of 

Ita~. 
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Well , along that idea, I have got an i dea which 
may be perfectly cockeyed, and 1! it is I don't 
mind somebody saying so, but thla Jaramillo _. 
JOU will have to spell it, that i s the neare~t 

: 76 

I can cane to 1 t - into l'!lled 111e, maybe a tupidly 
that the price or cort .. had dropped the cent~ 
a pound, whi ch I think he add 111eant 26 million 
dollars leas revenue to the Republi c or Colombia. 

r.ben did th1a drop take placeT 

Just recently. 

Oh no , t hat would be all over the front page. 

I am just quoting Mr. Jaramillo . It dropped 
f ive cents a pound quite recently. Let 's say 
tor argumen t 's sake that be knows wha t be 1a 
talking a bout . I eat next to the President of 
Haiti yesterday and a l l these people - I think 
they sold tour or tive hundred thousand bags or 
coffee , ot wb1ch 125,000 cue to America and 
the rest went to Europe. Again, let's say that 
he was approximately correct. Well, all of 
these people - it this thing of Jaram.illo'• is 
correct - the thing that 1s going through lDJ 
brain is that we organize through tbe Export­
Import ilanlc a coffee pool and - to keep this 
price !rom going through the floor before these 
people - and deci de what ls a fair pri ce and 
we will - and get all of these South American 
countries around the table and let's say, "Now, 
look, 75 percent or your sales went to Europe, 
25 percent went here . We will have an allotment 
and not have everybody dri ve this p.riee down, • 
and then it is not 6ntirely altruistic because 
if he 1s correct , it means 25 million dollars 
leas revenue in Colombia, and by the time we ge t 
through and they drive this price down, any loan 
we make to them becomes e ither pretty sour or 
pretty imposs ible and I don ' t see why it isn ' t 
at l east worth while l ooking into. 

Oetini t ely. 

The Presi dent ot Haiti said they have only one 
eottee buyer trom the United States who controls 
the whole thing, and you take a thing like this -
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1t Un1tecl PNJ.t Coaipen)' h not 1Ja oottee, and 

I doo1 t tll1Dk th:+rare 1Ja oorte•i the Preddct 
ot tbat 00aapu17 t be 't'e1'7 he ptul 1n ad-

't'U1ns u, I don' th1Jik tbe7 a~ 1Ja oottee, 

Let 1 a up lore 1t prelt.1nlf.1'7 now. It will take 

only a daJ or two to set up a aemorancba 11114 

! 77 

then you can ao't'e tr0111 there , but I th1Dic the 

1dea 1e 't'ery worth eua1n1Jaa beeauee there are 
dx countr1ee that would be 1Ja't'Ol't'ed 1n a 't'err 
aertoua way, eo 1t 1t 1a poaa1ble to do &n7th1D&, 

1t lbould be dOCIAio It preaente pou1b1Ut1ea but 

1 t alao preaenta a great deal or d1tt1cult1ea. 

I th1nk 1 t h det1n1te ly worth exua1n1ns. 

You take thh 1dea, 1t there 1a ecaeth1ns to 1t, 

and la)' 1t - s1n 1t to Berle and lay 1t before 

these people, '!'here 1e eo-thins we can reall7 

do tor tbeae people. 

Let' a t1ret set up aometh1na bere and aee what 1t 

look • like to JOU, 

I !mow, but I e g1't'1ng 1t to JOU to explore. 

It wou1d be an 1dea - 1t JOU could work out eome­

tb1na - tor th• to cone1der, beeauee that 1s 

wbat th8'J are up here tor durlJaa the duration 
ot the war, to tackle probleae tbet relate to 

the war. 

I han a -randua here and I w1eb a<Debod)' would 

tell .. wbo s a't'e 1 t to ... 

0 Domeat1c economic de't'elo~nte , balance or pay­

menta to the u. s. tor the t1ret three quarter• 
ot •sll, comparat1n t1aures tor the correapond1n& 

period 1n •sa. • 
1lbo p't'e .. thh' 

Doean' t aoand like our• • 

-.erah•ndsae upart balance tor the t1rat •• • • 1 

know. At O&b1net , BtS lloble san 1t to ma. 

Baa•' 
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a. ti..Jr: 

v1ner: 
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H. li. Jr: 

i!US I 

H.lt. Jr: 

Haas: 

H,II .Jl'l 
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(llr. Baaa handed NPOrt to S H.NtaJ7) 

See , th1a 1s men l r;et -~. Jake, U.b 
tb1a. 

'l'b&t 1a George. Let Geo~ do 1t. 

You probabl7 wUl be Ulked U..t qa~~at101l to­
SDOrl'O• anc1 tbat 1• Juat a IIU&c>-.at1on. 

Ia this ror the Pres14-tt 

llo, l - woft:ing Gil that. 

'llba t abou t tb1a th1D& ror the Pr.a14entt 

1 -a th1n!r1ng tbat a~U.. before DOGil toc1&7 
l w111 ba ve 1t 1n. 

. -a _( 

I don't W11nt to get 1t -tu Vl.Der baa aeen 1t. 

~as : Ob, I aee. o. X. I won' t ba•• 1t doDe tor 
about an boar. 

H.li. Jr: 

Baas: 

B.lt.Jr: 

notu 

!!a as: 

H.!II , Jr: 

Baas: 

H.u. Jr: 

I c1cn 't want 1t 'IID1aaa 1t 1a all r1al>t• Baa 
'lblte aeen 1tt 

llo . 

Well, tb1a 1a a qaeat:1GD or the ba.al.De .. aurY•7 
tor 1~. I want 'lblte omd Vl.Der - omd I dOil't 
want 1t to ec:ae to - -tu e1tber t:b87 ba• • 
Uc:kec1 700 or 7011 ba" Uckec1 u.-, but let t:be 
beat .an wbo 1a lert ln-1.ng 1t to se. 

You wUl ne ... r get 1t. 

I t:bougb t tb1a •• • • 

'ftlh 1a tor the Pren~t. 

I thoUght th1a -• j11at a a 'l'7 ot t:beae people 
we bad called 1n, both tba 4~ta - wbat 

the7 tbDaaht• 
R1gbt, aDd tbe Pre~t ~. ·~ r1gbt, ~·D'l'7 · 
that 1& 'llbat th87 lbi*t -.t 40 JOU t;biUt 
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- 15 -

'!be th1Dg I •• worldng co •• a veey br1et 
th1D4• j,.t two pagea. 

Be aa14, "Doesn't the Treaauey have an opinion?" 

We bave to, we made the eet1•tee. 

All rigbt. llow, before 1t eomee to me I want 
1t t11t.Nd ttuoough Viner and White. 

l'llat ia yov;r dead11net 

Do J'OU bave to bave it at noon today! 

lo, I wU1 tell :rou - well, I ought to have it 
'llheo 1 go vp on the Blll tomorrow • 

.la tar aa 1 - concerned, you ean have it before 
nooo. 

I ou~t to get 1t tonight so I can read 1t tonight. 
You g1•e ae tbS.. - g1ve th.h baek to Baas because 
I dOll' t know by the time Viner and 11h1 te get through 
'ldtb it whether they agree with you. 

!bat ooe ia toolproot. 

'ftlat S.. wb;r he 1a going to give 1t to •· 

llo , I •• th1.Dld.ng ot your reply. 

Let it ride, 1t ia too good to spoil. 

llo, I ba-.e nothing, llr. Secretary. 

ll&rr)'t 

U.re 1a tbat petroleua repert. We can separate 
1t 1nto a • ry it you don 1 t want to use the 
whole report. 

1!lank 'JO'l• 

!llat baa ~ okayed by the ac who were on lt. 
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All rlpt. 

Here are a couple or telegrama I tbiDk 7ou 
ought to read and here 11 a latter that 7ou 
migllt want to read. You mt.7 have heard or 
the law that has just paaaed in Colombia, 
gi v1ng the Pre a1dent unusual pow era w1 th which 
to settle the debt. 

lla7 I apeak to 7ou a -ent about thlat 

Yea. 

'!bla letter 1a dated December 1, 19:S9. It 
aa7a that we llh&ll probabl7 aet the t1ret 
aeet1ng or thia o~ttee lata 1n this 110nth 
or earl7 1n J&nU&l'7• '!be ocndttee baa alread7 
aot. '!be newspaper• h&ve reports or the meeting 
and t h e TreaaU1'7 1a not mentioned on that com­
mi t tee , according to newapaper reports. 

Look on the back when I got it. '!hare 1s a 
tilllll stamp. 

'Ihey have •• • • 

'flbere is the t1Jile stampf 

December second. You see , acmebodf at their 
orrice apparentlr d1dn' t aend this letter out 
and the7 have appointed t heir ooCilll1ttees and I 
noticed that Treasurr was no t r ep resented and 
Alcohol h&a a special inte rest there. Tb&f 
should be repre sented. 

tlould 7ou prepare an answer ror ao to that 
letterf 

Yea. 
Good bo7• Just remember that Hopkins is 1n 
bad when rou write that . I 1111an if he was well 
we could give it to h1lll with both barrels , 
but h8 1e 1n bed. 
Here 1e the storr oo tb8 Ruaai&D sturr. Tb1s 
1a the aturf we are going to gtve each week. 
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lfe have got a .an up thare DOW. You llligbt 
have not1oed that -N!Plo,aent 1n England 
h 170, 000 1110re than 1t •• three 1110ntba 
ago , notwithstanding the taot that there 1s 
a m1ll1on and a quarter men under &l'llla, 

We have a auggeat1on here tor a quarterly 
bulletin tor the American treuuriee. It 1e 
written up in s or t ot a ~y tol'lll. 

le it foolproof, the 4uallq1 What a re you 
going to do, band it over to Berle' 

I thouo;bt that mi ght be the idea, altbougll thia 
1a par t ot the TreasUl"J , thie 1a purely 'l'reasury 
bu.lineaa , but I tb1nlc t:be only o~ution to 
carey it through would be the 001111111 t tee that 1a 
•eting up t:bere, 

Oi ve me a letter ot t r anllllli ttal to llr, Hull . 

We adopted a reaolution, you know. 

'l'b1a 1a 1n pursuance thereof, 

At Ouatemal.a. 

What will I do about it' 
'lbat 1a what I think ought to be done, that it 
ougbt to be indicated that it 1a 1n pursuance 
o t that . 

Give it to Jlr, oaaton and let h1a tu up aome 
k i n:!. or a letter or tranalllittal to a001ebody t or 

- to sign. 

All right. 

Let llr, a uton tu up a letter ot tranalllittal 
t or me, lll right, Harl'Jt 

There are a oouple ot other th1nge, thinS• ~!~ 
I would like to aee you about and th1a one th-o 
about tmt liat that you bad aaked ua to do 
aoma tb1.ng on with Jlr, Collin• on that Ruaol&n 
-tter, list or -• and ao on. Well , you 
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Sell: 

Dlll'tlelda 

-18 -

gan ua -e - n lad aa. •t.r1.al to 10 
onr end taka ao- naaea ott en4 eo 011. 

Ob, well, Gaatoa 1a .;r Ruaa1an ~. It 1.a 
entll'el;r ln bia ba:ada. Be 1a handling that. 

Tell Herbert; b e baa got that. 

Yea , I will tell Herbert. 

B:aroldT 

1lben 1t 1a c011'Nil1ent to 70u, I would Uke to 
Ia ve a tew al.nutea on thb t:l:ling. 

•al5T 

.u.t"-1'1gbt. I would llke to bl'i.na Captain Colllna. 

O. E. I • 801'1'7, but tbe otb Bl' 4a;r I Just - I 

-• go!na tbrougb ttnanctna. 

DanT 

'ft>e !lat1ooal C1t;r baa 1natruct1ona to p87 owr 
the a,. or .,ne;r due 011 the t1tteantb on a ccoant 

ot the P1nn1ab debt. I UDderatoo4 :rou ~ted to 
put 011 a abow 011 Fl'14a;r. l ow, lae t )'Nl' tbe7 
41d tbe aaae tbina• We 414n't ba'fa the check 
down bare; 1t •a aort ot a d~ check JOU uaecl, 

tak1Dg 1t t1'<JIII the P1nn1ab Jl1n1at l'7• Ia tlat 

all rfgb t thle t1•T 

It 70U and Ill'. Cocbl"an took a -lk with tbe 

P1nn1ab Jl1n1etar on S~mda;r, tbe;r are the tellowa 

real~ reaponalble t or all tb1e loan buelneaa. 

SUD4a;r be b..t a loll& talk wltb b1a. Be went 

out -lldng wi tb b1a. 

You reall;r ~t to Jmow tbe tallow, loa; ;rou 

are a1tt1na r t next to b1a. It 70'" mel 
CoobraD aD4 t1eld w011ld get together ad 

&l'll'Uiga 1t wltb the P1nn1ab 1Un1ater. 

lll 1'1gbt. 

]Hnland baa - ot tbaH pubUc1t;r .n t'1'0a 
._ Yo~ tbe;r bawe blred and be la down eJ'CJWIIIl 
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a. li.Jr: 

Dutf1eld : 

H. li. Jr: 

Duffield : 

s .u.Jr a 

!!ell: 

B. X. J r: 

Bell: 

B. li . Jr: 

'l'bompeon 1 

H,li , Jr: 

'lbaopaona 

- 19- :83 

totlll tl71D& to arrmge 1caeth1Dg. 

I 'ld.ll gin 7ou the tS... the Plnnleb lllniater 

taclcled ,.. on th1.a thing at the Gridiron. I 

ti.ret tu.rDed h1a dotlll, but now that Cochran 

and all thus Cello .. are doing things with 

psnl•nd, I gueea I had better get on board 

bet'ore Cochran and Herbert grab it all. s.7 , 

lOa:lO. 

I am trJ!ng to get the newsreel people to 
agree to do theaa thing s on tt.e, but I aa 
oot harl.ng 11111eb eucce .. and I am afraid it 

11 ePlng to take tbe uaual l ong tliDe . 

It i t is the newereel people wtlo are aln:re 

late, let's make it llaOO o 1 cloclc . 

Tell thea 10 ::50 and JUke it llaOOt 

Yea, end I 'ld.ll put i t on 1117 calendar a t lliOO. 

Tell the P1nnlah Klnle t er, llaOO; the newareel 

people , 10::10. 

Qteclta are atill l"'lling ln. We have between 

40 .. d 50 checks now tor the Plnne, 

'lie 'ld.ll do that the ,.,. -7· 

!be regulations of the Postal SaYlnge S7•t• 
require that the bonds we purcbaaed be regla­

tered 1n tha n..o ot tbe Postal SaYings STSt• 

and lodged 'ld.th the Treawr:r ot the United 

Statee. I have aeked them to change that eo 

we caD put these securities 1n New York 1n 

case w want to eell th•· 

8orant 

I haft a atat-mt tor to1110rrow 1 a hearing. It 

ie DOt one-balt a• long as the last one 7ou ..... 
What b thiet 

'!bat h that SUll.inn thiDg. 
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notsr Do you -.nt to re~ t'l'• tlli.t 

H.li.Jrr Y••• 

J.<lotlr Do you wmt 1t on bi&aer t,-pet 

Durt1el41 We will cSo 1t on tbe repler ep .. ob -abiDe. 

s .li.Jrr Tbe Une of people eo went to ... • to~ 
at the rl&}lt. 

184 
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The two Gove rnments consider 1 t 1s 1n 

t he COilJllOn interest to 8VOid al ter ationa in hanc­

at orling rate end no such change will be made 

without prior agreement between them. 

Bach exchange e qua.l1 aet1on t\J.nd will 

continue to be eolelJ reaponaible aa regards 

quot ati on of 1 t s currenc7 i n market 1D t hird 

countri e s, but t here will be close consultati on. 

Br1 tiah t'Und and Prench !lind will contiDDe 

to sell to one another sterling for rranc and rranc 

ror sterling at orricial rates. Prench tund will 

be thus sellers to United Kingdaa tund or all rra.ncs 

required f or our eX»enditure. 

I f • reneh fund holds s terling in excess 

of f ifty million pounds excess will be t\J.nded in 

f o rm or Treasury billa repayable one 7B&r after 

war and renewable f or two further years. ?raDC 

value of these Treaaur)' b i lla wil l be guaranteed. 

Same syatem will apply t o rranca held by Un1 t ed 

Kingdom fund. 

No r eques t will be made by either tund 

f or conversion of currency of o ther countries into 

gold. St erling held b7 Pranch fUnd will have s 
f,_..., c. 

guarantee o~ 1 ta ••taunt M Talue, 8ll4 trance held 

by United Kingdom fUnd of their sterling value. 

Prench m.:r uee their aterl1ng i .n sterling 

areas/ 
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areaa and by agre-ent in apecial cases e l sewhere, 

and we may uae our t'rance in French Elllpire and by 

agree018nt elsewhere. 

These are main monetary clauses. Agreement 

also proYided for c ontact between the two 

Treasuries and cooperetion in all questions of 

co=on i nterest. Certain itema or war expenditure 

in com:DOn cause, such as expeneee of Polish armed 

forces, financ!.al assistance to third countries 

ana loseee resulting from bl ock4de delays , will 

be shared in proportion t•o tor the French and 

three tor the United Kingdom. Agreement is to 

re-aln in force for war period and tor six months 

after a1gnature or peace. 

BRITISH SUBASS Y, 

7/ASHINGTON , D. C. • 

December 12t h , 1939 
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INTER OF'FIC£ COIIoiMUNICAT10N 
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TREASURY DEPARTMENT 

DATil Decallor 12, 1939 

to Se~retN7 lloraen\ba 

riiOM Nr. Oocbru. 

!he foreip u:~ -ot vaa quiot elt~ there vaa a ol1&t>tlT lncr-4 
TOlOU of otorll.IIC tranaacUono, !1!\o Ol>AiliDC quotation ~or oterl1QC vaa 3. 93. 
a vao r eporh4 thet there wore IIUbotanU&l or4oro l.n tho .... ~cot t o both blq an4 
ooll ohrll.IIC. .U 1a u1U&1.17 the caao vhon tho otorl1DC reto otr~, tho 
IIIJ>OI'to• were oalloro. !ho rata cr•dn•11J 110'1"04 4o-4 to 3.92-lfll. lbortJ.T 
~oforo 00011 1t otarto4 to !.Jipron &114 bJ lli.,._aftornoon tho quotation .,.. 3· 92- 5/S. 
!llo rota rOD&I.no4 otee4J a\ &!lou.\ th1o l enl for tho rut of tho 4q, 

Salu of opot oterliDC b)' tllo ~ov roportl.IIC 'b...U an4 tho lo4oral l!.ooOJTO 
Juk ot I ov York t otaled lo7?7, ooc;>, bo• tho ~0lloVl.IIC IOilfeoot 

!J coccero1al conoerua ••••••••••• ••••••• •• •• •• , • • , ••••• ~ •• ~ ' 1-1,000 
Jr tort1p 'b...U (au..~. hz :r..t &114 South .Aooor1oa) ...... lo 476;ooo 
II)' J'e4orel .BAioUTo 101111: of IIIV York (l or 1 . 1.8,), ........ ;; lo 110,000 

!'ot&l .... lo 727, 000 

Pu.rchauo of opot otarliDC &119Wlh4 to lo!i35,000, aa 1...Uqa~o4 'belov1 

!7 co~ercial concern. •••••••• •••••••• :: •••••••.•••••••••• : ' 205,000 
J7 tor•1p bualca (Jar kat and -..zox-) ... . . ... .... .. . . . .... • 330;000 

!'ot el .... lo 535, 000 

!bo llalllc of llenhattan reporto4 thot it ha4 ool4 cotton 'blllo totaliDC lo6o, ooo 
to tho lrltioh Control at tllo ott1c1&1 rato of 4.02. 

Nr. Ncl:toA of tho lo4arel .Beoorn lllmlt o~ Iov York l.nto..-4 llr. D1otr1oh tho\ 
00110 of tho 'bealto reponed \hot tho lr1 Uoh Control woul4 onl.T porchaao, at tho 
offlciel rate, otorliDC cotton 'blllo vbioh aro roa47 for proapt an4 1•o41ata 
••UtDC. Prniou.al.T, tho .arb\ aol4 auoh 'bllla to tho Control an4 ..U.o4 -
vithlll h11 4qo tr .. tho \ S..O tho 'blllo wore ool4. 11o eloo aa14 tho\ the Control 
WU14 110 lonaer 'bu7 cotton 'blllo drawn tor pepont at a tutu.ro 4oto. 

!ho other tapor-...\ canoDCioo oloao4 aa follovo1 

J'rench fru.co 
Qldl4aro 
llvioa tranoo 
lelpo 
C•r•A1en 4ollare 

C ONFIDENTIAL 
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!be diocouat for tba Ou.l>u pooo eonU.=-4 to wi4ell aZ14 u vu quote4 to4q 

ol 12-3/~· 

llo purch&oecl tba follov bc uowato of Cl>l4 froa \be oOZ'aU'bcl ICoooate ot 
lho bllll:o 1Ddie&te41 

ns.ooo.ooo fro• \be llallll: of h811Co 
1,018,000 froa tbo llaUouJ. liMit of lloJ.ciu 
1,000,000 froa \be llotberlaZI4o llallll: 

1!7,018,000 'J'otal 

Ia tbo repor t ot ;rooterd.q , •aUoll wao ae4o \bat \be Cutral lluk of !ll.rlooT 
,.U4 Uqu14ato, Oil Docoabar 1), lo&Da to\aliJIC $),}09,000 at tbo J'o4oral l oon" 
!a.l: o! Jev Yorlt1 &lao \bet it wcul4 proOQJ'o a..., loOll troa \bat baak -u"C 
lo 14,325,000. !he J'odoral looon'l li...U: 1Dfor.4 u toclq \bet \be !width J1a1k 

ohaz>«o4 Ita inotrucUcu aZI4 tbat on Docelllber 13 a now lou will be -. for oalT 
$) ,5(10,000 vbicb will bo ooC!UJ'ecl b7 $3 ,886,917. 12 in sold oariiU'Jco4 at \be J'eclaral. 

it tbo clooo of buo1uoo on Docuibor 13, loau to tbo COlltral llult ot !ll.rJooT U.. 

7o4oral l!eoeM'a liMit will -~ to $5,020,000 • ...,..... b7 &<>14 Yaluo4 at $5,,._.,,.,,,,.,.,, 

!bo l'odoral looOn'l liMit rocol'f'&d a cable froa tba li. I . a. roquootiac it to 
o~1&1n a licouo to traufar I!PP>'Oxi•'-17 t1120,ooo 1a &<>14 froa 1\o Accoaat f2 te 

lh !ccO'IlDt 14. Gold ill Acco'llJit f2 1o ownecl by tbo li.I.S. !bo &<>14 Ia AccOOUlt Iii 
It &<>ld oold b7 tile li,I.s. to tile furldob llaak, wbicb h, Ia ~. plo4ecl to U.. 

J . I ,S. to coYor co-rcial ereclito &rNlte4 by tbat baak to tbo Co.ntral liMit of 

llu-01. Penhoio11 to IliaD tbio traufar vao crutod. 

!be li.I.s. aloo requootecl U.. J'ecleral to obtaiD a :u .... to trallOf ... ~ 

ll&ltlT $563 ,000 Ia sold froa ito AccC'IlJit f2 to U.. Accowat of \be llotb..-~ 
Joolt at tho l'adoral looo~ liMit of llov York. Pora1oo1oa to ..to tbio trautor vao 
aloo grMted.. 

Tho J'edoral looOn'l llallll: of llov York roporte4 tho follov!JIC &<>14 obipaoatu 

$5,586 ,000 froa ItaJ.T, obippecl by U.. llallll: ot loao, for tbo accoaat of the Stet. 
!aU:, V,S, S.I., cou1 ..... to tba Cl>aoo li&Uollal lluk for oalo to tile 

V, S, Aaaq Office at llov York. 
2 ,086,000 froa South Africa, oblppecl b7 tbe South Afr1caa looorft liMit, coaol,... 

to J'o4oral looorn llaak of' llov York, to bo o.....,.l<od for tba .-t of 

the llotbo.rlaZ14o lluk. 
1, 699 ,000 froa Mtaarlaa4, obippecl by tile llatiouJ. llallll: ot Sv1taorlaa4 for ac..-t 

-:::-=,-- of tba li.I,S., to lie oarurkecl for ac40'IlJit of tba li,I.a. 
i9,Jn,ooo total 

~NT\P..L 
coNf\Ot:-. 
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e. State Deparb•t to...-.. to u copt" of oa!lleo rocei'"' tr• u.o 

JarlcaD Co.o.nl at ~. Auv.J.ta ""' \be AMrlou Coanlate Oonoral at 

suckho~. av.a.a, otattac that ia...,iooo 'lfiM oerUt1o4 tor u. tollowtac ohip-o 

_.toot co14 to u. u. 1.1 

$;,SJ0,000 fro• Autralia, olll.ppe4 'b7 \llo Oo-awoaltll IMk of Autrolia, IJdaq, 

ooaa1po4 to tM Jo4aral leoof'ft Jail: of laa Jraaciooo, 

117,000 troa .lluv.J.ta, olll.ppe4 'b7 tbo 1111111: ot lw S....tll 'faloo, S7daq, to 

Aloerlcaa tnaai CoopUT, lu Jruohoo, 

12,000 troa Ju v.J.ia, olll.ppo4 'b7 tba llootrol7Uc llof i.ldac Co ~~pUT to 

c......u ....... ot eo-ce ..... Jraaclooo, 

613,000 troa IYMea, olll.ppo4 'b7 tM 1111111: ot IYMea, coao1po4 to tho Obooo 

.,..,..=-:-:~ latioaal llaalt of lOY Torll: tor accov.at of tbo hate llull: U,S,I,I. 

$0,682,000 t\) tal 

li'ho t!rot throe ohip8mlto 11oto4 al>oYo will 'bo oo1d to tho 11. S, lllnt at S... llrlm&rloco,J 

&!II lbo leot ono will 'bo oo14 to tM U, 8, !aoq Office at low Totll:, 

0.. tbo r eport of Docoll'bor 6, recoiYo4 troa tho Jo4eral llHof'ft 1111111: of I• Tom, 

1!rlJ!c lbo foreip oRhonp pooiUo• of 'beAII:o aD4 'b&llll:ero 1A i ta dhtrlot, tbo 

to~ pool Uon of all c:urroncloo wao ollorl tho oqu.haloat of $17 ,()90,000, aa 

!ocreuo of t},llS,OOO ia tba ollort pooitioa, !ba not clloacoo Ia pooltlou aro 

.. !ollon r 

S!llll! POSI!IOI Slllll! POSI!IOI IFD•n m 

~ mVIIIIID. 22 DICIIIIIIII 6 Slllll! POSI!IOI 

bclu4 t},~1,000 • 5.~3,000 ~.472,000 

mope 8,2 9,000 a, 3,000 21M,ooo 

c.....u. 905,000 (Loac) 257,000 (Lon&) 648,000 llo<lw:Uoa ia 
loll& pool Uoa 

La\ln .berlca 421,000 }4,000 387,000 llo<lw:U o• ia · 
ollort pool Uo• 

1ar laat 2 ,732,000 2 ,870,000 1}8,000 

1.11 Otharo 24,000 27,000 3,000 

!o~ tl,3. 972. 000 .17,()90,000 .},118,000 

!!>a opot u4 forwd prlooo for o11Yor 1a Lo•• woro fi.D4 at 2}-7/164 aDd 

2J.5/84 r01pocthol7, !ba U, I, oqui•alonto wore 41.371 aDd IU,221. 

Ia low York w _... tllroo ;purcbaooo of oilnr totaltac 175,000 OUIICII 'llliUr 

lbo Sllnr Pvcbaoo Act, All of tlll.o oilYor wao ... pro<lncUoa froa torotca 

C<>1Ultr1oo aD4 it wu ;purobalo4 117 u for torwar4 do11YOrT, 

I opoll:o wi til Mr. :t.olao of tho Jo4eral ... ,,..,. Juk at 2 1,30 tlll.o atto=ua. 

Yo tr.lltod allout tbo YMII:IIeoo in tba lloxlcaa p~oo • laoll:l t.boll&l>t tbto pro'boblT 

,.,. fro1l tho roceat r-Y&l of tho lloxlcu 11!1 tax on uport of oapUal fro• thot 

cw.ntr,o. 

coNF\DE.NT\AL 
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TREASURY DEPARTMENT 

INTER OFFICI: COMMUN ICATION 

December 12, 1939 

fO 
Secrtt&r7 llor~ntbau ·STRICTlY CONFIDENTIA L 
llr , Cochran 

!he Secr etary tpoke with •• thh noon in roprd to our quuUono with 

tho BrHhh, and parUcul&rly that of aoctn by t ho Stortt&rT to tM ~ci&l 

occoW>t opened & tow d&ye "CC by the Bank or J:ncland with tho l'oder&l Ro­

.,,., B.anl< of !lew Tori< to oover Br1Uah purchaoto or war •ter1&la on th1o 

o&l'l<U . 

At 3 P, lo!, th1o &tternoon I &olcod llr, Inolct 1t Governor ll&rr hon •• 1n 

tu York, oince I dto1red to apeak with h1a &bout the &eoount , Upon be1D& 

lnl'or-~d b)' llr. lnolct that Qonrnor ll&rrhon •• 1n liaahincton, I re&ebtd 

tte latter at the leder&l RoaerTt BO&rcl. I referred to tho reoenUy opened 

account and aolald 1t the Governor would prepare and 01&11 tor the SecretArY'• 

conl'i~ootlal lntor•Uon & weolclJ' report on the Bank of :Encl&nd Special 

Account, the weol<ly period to corrupond with tho or41nary ota\tamt 

period. o! t he hdtr&l Rttern Bank, 

Governor l!&rr1ooa told ae that the 1notrunt1on which he had ree>e1nd 

!rom tho llanl< of J:ll&l&nd 414 not include ouch cthor1ty. lll tho &biODCt of 

ouch authorlt)' he JDUtt politely dtoline, He and llr. Knoke had both roaindod 

•• whoo I apolal with th• on thh point l&ot wool< that the Secrot&ry had 

w:dtrtabn, when we &11 .. t bert in October. to ol.iteun tho quoot1on of the 

account , to take uo> thr~ d1ploat1<> channelo &nd the Brit1ah Chancellor 

of the Exchequer , tho quoot1on ot obtalnina thh authority. When CoYOruor 

i!srrlaon •• in •ahin&ton ten doyo 11&0 we haol. ol.1tcunool. this quutlon and I 

l:d obo1111 hie the Dote dollnred to tho 'l'roaoury 011 October 30 by tho 

P111Mc1al Counoelor of tho Brithh Embaooy 11borein tho Chancellor ot tho 

txchequer &e;reed that the Ste>ret&r)' of tho Treaoury ahoulol. han cool1dtnt1al 

a~ccu to the account. In the c1rcumetan.oe& l!eeera. Barriaon and lilok:e 

!:aYe tboUjljlt it &ppropr1att that the 'lreaoury ohould inTI te P1noont '• 

o\ltntion to the fact that the inotructiont from the BaDI< of Enjj;laod to 

the Foceral aeaerve Bank of New York for the open1Q6 of the account did not 

loclud.e the authorb&tlon und.er d1tcuoa1oc. I aqee with th1t , &1>4 feel 

t!:at the attitude or tho federal aoaerTt Bauk of l!tw York on thio point 

1o quit e correct. It 1o ouueottd, therefore, that when we non ••• PinooDt, 

Ito d.eeireo..., interview with the Secretary at the &&rl1eot pooolble moment , 

~. ol:4uld bt reaindtd or the note under reference, ud oboulol. bt aalctol. to 

••• that th1o -ttor 1o dtfinltoly &r1'&J1&0cl. 
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TREASURY DEPARTMENT 

INTml OI'PICK COMMUNICAliON 

DAT8 De~eaber 12, 1939 

Secretary Korgenthau 

Mr.~ 
192 

SUbj ect: Foreoaat of bua1ness for 19~ 

In !oreoaeUng the buslne .. trend for 191Kl we ban ginn 

cons ideration to the unuaual degl'ee of unoerta1nt:r in the pres­

ent outlook due to the unpredictable couree which the lurooean 

nr 11&1 take. It is recognilted thet conditione aa:r change­

overnight either to tbe adYantage or to t h e disadYantage of 

business in this OOI!ptrJ . 

Cert ain facta see• sutfioientl;r clear, however, to warrant 

our belle! that the f orecaet out11ned below 1a a reasonable 

expectation tor 194o, and neither t oo opti•ist1o nor too con­

servative. It is clear t hat induetrial production in t he last 

qu.rter of 1939 has exceeded actual consumption; that new ordere 

1n recent weeks haYe shown a s~ep decline; that the bunching 

or orders tor steel and other products this fall , due to war­

atl~ulated tears , hae taken considerable potential business troa 

191!0; and that this tore shadows a oorreotin decline o Such a 

decline can b e a voided OJll.7 it' large war orders ooae in soon, 

or 1t expendi turea t'or c apital equlpaen~ in earl)' 191Kl ahould 

~dergo a ~rked expansion. Ieitber or these possibilities can 

at present be anticipated. 

On the other hand, no aaladjustaentl have aa yet occurr ed t hat 

would warrant a buainess setback ooaparable to that ot 1937 o The 

~usineaa s ituation was sound bef ore the war began and remains 

f~danentall)' sound. Pollow1ng the expected deeline, an illprortng 

bus1neaa trend seems p robable du,rlng the eeoond half ot the year. 

After a careful weighing of these diverse influences we have 

4Ccepte4 as a reasonable expectation an aYerage ot 111 tor the 

Pederel Reserve Boa,rd 1D4ex tor tbe calendar 7ear 19~ o In other 

•erda , if this toreoast is reallited, it will aean that the aver age 

index in 19~ will be higher than the 1939 average, and higher 

than the average tor all:!' other year since 1929, but not •• 

h1&Jl ae in the last quarter of the current )'ear. 
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secretarY Morgenthau - 2 

Foreoaete or advisory group 

fhe foreoaet or t he bueineee lnel t or 194o 1a the eue 

1 1 an average or the eetiaatee or eleven eoonolll.eta engaged 
1n toreoaetlng bueineae trende (namee given in Append!%) __ 
eight repreeenting bueineea and banll:.ing inetltut1one and 
three r epraaentin.g Government ageno1ee -- vhoee opinlone were 
aolioited ae an aid in appraieing t he bueineae outlook. The 
average expect ation or the eleven eoonomiate vae that i ndue­
t rial product ion, ae meaeured br the FRB index, would be l over 
in 194o than during the oloeing 110nthe ot 1939, but would be 
higher than i n anr other rear e i noe 1929. An FRB i ndex or 111 
vat t he average expec t at i on tor 194o, ae compared vlth an index 
or 105 tor 1939. The current l evel or the index (November) ie 
about 125. 

Each or the i ndividual eetlmatu or i ndus trial production 
i n 194o, given in the table below, represents a ooneidered 
opi ni on ~de with t he aeei etanoe or an independent reeearob 
et aft'. 

I ndividual estimates or averase FRB index in 124o 

Calendar rear l et 6 montha 2nd 6 monthe 
Meeara: 

Ll cbtenetein 121 115-120 125 
Crews 96 100-105 90 
Hayford 11~ 110-115 116 
Andrew 118 115 120 

:laesa 105 110 100 
Ayres 110 115 105 
Roberta 109 109 109 
Crum 107 116 98 

'l'hoaasen 112 109 115-116 

Nathan 110 112-11~ lOS 

GarUeld 116 113 120 

Average 111 112 110 
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Personnel of a4Yiaorz group on buaineaa outlook 

The nuee of thoae froa outaide the !reaaur1 vbo aUend&d 
conferences on the bueineaa outlook on Ko•eaber 2S and 30 are 
lUted below: 

Busine u and bankl.!!g group ( llonaber 2S) 

Mr. 8e1aour L. Andrew, Chief 8tatiatioian, 
Aaer1can Telephone and Telegraph CoapanJ . 

Ool. Leonard P. ATr••• Vice Preaident, 
OleYeland Truat Coap&DJ. 

Mr. Joaeph 8. Crewe, 
Barrett Aaeooiatea . 

Mr. F. Lealie H&Jford, loonoaiet, 
General Motor• Corporation. 

Mr. Walter L1ohtenate1n, Vice Preeident, 
Firat National Bank of Chicago. 

Mr. Ragnar Haeaa, Vice Preeident, 
Tri-Oontinental Corporation. 

The following, who were unable to attend, 
auba1tted their eatiaatee in writing: 

Dr. V. L. Crua, Profeuor of J:oonoa1ca, 
Har.ard UniYeraitJ. 

Mr. George B. Roberta, Vice President, 
National CitJ Bank of Kew York. 

Go•ernaent group (Honllber 30) 

ExecutiYe Offices of the President: 
Lauohlin Currie, AdAinistratiYe Aeaiatant 
to the Preai4ent. 

Bureau of the Budget: Frederick J. Lawton, 
Morrie A. Copeland. 

Federal Reeer.e 8Jatea: Frank Garfield , 
Senior loonoaiat. 

Bureau of .&cricultural loonoaioa: 
Eric lnglun4, AaaUtant Chief; 
Frederiok L. Thoaaen, Prinoipal 
.&cJ'icultural loonoaiet; Louie Bean, 
Head Agricultural lconoaiet. 

Bureau of Foreign and Doaeatic Co .. eroe : 
Robert Kathan, loonoaio AnalJ&t . 

Bureau of Labor 8tatiatioa : 
Iea4or Lubin, Coaaiaaioner . 
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H.•• .Jr: 
:sot n1n 
Col Una: 

H." .Jr: 

C: 

C: 

C: 

H." . J r: 

C: 

0: 

H. 't .Jr: 

0: 

"• .. 
R.l' .Jr: 

December 12, 1939. 
10:32 a . l:'. 

Hello. 

Good morning Mr . Secretary. 

Yes. 

195 

v.r. Secretary I reported 
to you Saturday evening concerning the action that 
had been taken Saturday afternoon at t he me~ting . 

Yes. 

This mornin~ I contacted Admiral Speer, a nd he told 
me that thPre bad been a meeting yesterday 1n 
l·!r . Ed1Son•s ott1oe concerning the 11 at or materiala 
that had been given to his representative et the 
Saturday meeting. 

Yes. 

That l!r . Ed1eon and J.!t-. Johnson had Jointly dravn 
up a letter or protest to the President on the 
appoin tnent or this Board, that t hey had pointed out 
the taot that the President wae paralleling the 
action ho had taken in hie letter or July 1, 1939, 
and I thoucrh t I 'd want to post you about that beceuso 
I understand that uould go over tht>r e today. 

11ell supposing you g1 ve me - ought I to have a oemo,randUI 
on that or not. 

I don't think eo, e1r. 

No , let's see what happens. 

Yes , sir. 

I mean it's up to the President. 

That' s right, sir. 

Woodring called me up and talked to me t or fifteen 
or tventr minutes yesterday protesting what Johnson 
had done and I kept saying, ·~ell that's not uo to 
me, tell it to the President•. 

That's right . 

He knew all about 1t and how Johnson called in 
somebody ott the golt oourae on Saturday - do 
th1e sort of thing and so forth and eo on, but 
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C: 

H.' ~.Jr: 

C: 

R. , .. .. tr : 

C: 

,. .. .. .... • • 0"' . 0 

C: 

H.:·. Jr : 

C: 

- 2 -

t he Presi dent - it•a en t irely in h1a hands What 
he wants t o do. 

Yes , Sir. 

!9S 

And I- atter all I've laid i t in his lap. I thi nk 
I ' l l let it lay there, don ' t you think so' 

Yea , air, I think eo, air. 

Th i s iB a figh t be tween Johnson and Woodring, and 
I'm not going to get in on it again. 

Yea, sir. '!!fell I spoke to ~lao about the oace cetter 
th1B nomine , air, ver~ casual, and I a sked hi m i f he'd 
~ive ,e a tip ¥~en he got to New York whe t ~Ad 
h a;>pe!" cd . !!e r o.!~ l't' \'cult' . 

\.'ell >!-r ';lei,~ is t ha t Johnson 18 defln!tely bucltlng 
Woodring on it. They' l l have to stre i ghten i t out . 

Yes , sir. 

'.loll the.nke tor the call. 

Entirely \'selcome, oir. Gocd morning eir. 
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TO 

SubJect: 

Dec . 1: 

Dec. 2 : 

Oec. ~: 

Dec. 6: 

TREASURY DEPARTMENT 218 
INTER OFFlCE COMMUNICATION 

Seoretar~~enthau 

Mr . Haa~ 

Wheat export ealae and other market data rrom the 
Federal Surplus Commoditles Corporat i on . 

Export demand vas very disappointing today, but 
t here were rumors that Great Britai n vas planning 
on further heayY purohaaee or Canadian wheat. It 
vae eat1sated by Winnipeg grain people that 
15,000 ,000 bushels or Canadian wheat and flour had 
been aold for export the paet week. 

The Buenos Ai.rea National Grain Elevators Board re­
ported today that Argentina exported 500,000 tons 
or wheat, about 16,6&6, 600 bushel~ in November, the 
largest month's t otal s1noe 1919. All but 100,000 
tons vent to Europe. 

The International Institute of Agriculture in Rome 
estimates that exporting oountries have a surplus 
or 1,313,000,000 bushels, or vhioh only 6oo, ooo,ooo 
bushels will be required by importers during the 
current season. The carryover at the end or the 
season is expected to exceed 700,000,000 bushels, 
establishing a new high reoord. 

Sales or Canadi an wheat and flour l a s t week are eet1-
mated at 15,000,000 bushele, aaking about 50,000,000 
buehela sold in the past aix weeke. 

Week-end eales or grain for export were rather light. 
It vas eetisated that aalea included ~.ooo buabele 
of Manitobas, 100,000 buehele or Canadian barley, 
and 120 000 bushels or Aserioan rye, worked to t he 
Oont1ne~t and Denmark. WeeklY world shipments or 
wheat and flour t otaled 12,21} ,000 bushels compared 
vith 10 ~g ooo bushels a week ago and 11,769,000 

' ' bushels a year ago. 
Export eales or Manitoba wheat were est1aated 
oloae to 1,000,000 buahele to the Continent. 
included about ~50,000 buahele to Norway . 

at 
Tb1e 
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secretary llorgenth&u - 2 

Dec. 7: 

Dec. 8: 

Dec. 9: 

Exports ot grain troa the Un1ted Stat .. in the week 
ended Deoeaber 2 totaled 373 , 000 buehele, vh1ch coa­
parea with 9~,000 buehele ehipped in the preTioua 
week and 1,004,000 bushels exported in the like week 
in 1938, the Departaent ot Ooameroe reported. In­
cluded in the Deoeabar 2 eb1paente were 277,000 bush­
ale ot wheat and 93,000 buehels or corn. Grain ex­
porta this season thus ter totaled only 20 ~ 000 
bushels against 57,~25,000 buehela arported 1n' t he 
aame period ot last eeason. Included in the aeaeon'a 
exporte were 11,87~,000 bushels or wheat and 
5 ,875,000 bushels or corn. 

Wi nnipeg vaa strong on good export bue1neae, eat1-
aated at oTer 1,000,000 bushels or Manitobee to 
neutral nations, and buying by a1lle hel9ed to force 
the aarket to nev high leYels . 

Freight vas booked tor 6o,OOO bushels or heayY grain 
to Copenhagen troa Nev York. 

Winnipeg reported the sale of 250,000 bushels or 
Manitoba& and about 100,000 bushel• worked by New 
York expor·ters. 

Den.mark bought 360,000 bushell or llo . 1 yellow corn 
tor ab1pment troa the Gulf. There were also inqui­
ries t or corn rroa Continental countries, including 
Belgiua and Holland. 

Export flour sales tb1a week are the beet ainoe the 
tiret two weeks in Septeaber. 

Export sales ot 250,000 bushels to SQO, OOO bushel• 
or Canadian cash wheat were reoorted, but buelneee 
waa reatr1oted by 1nab111ty to aeoure ocean freight. 
New York exporter• reported that they could ban 
eold aeTeral a1llion busbela 1f freight apace could 
ha•• been booked. 
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Preeent: 

December 1;), 19;)9 

;)pa 

Mr. !eutoau 11eh1Jama,Pinancial Attache 
Mr. Cochran 

,!!::!: !banlt 7011 TerJ .uch f or eee1!1;; •· 

, ,.7r: We ban Mt before. Won't 7011 e1t 
ban been h.lking with Mr. Cocbrant 

Mr;!; Yea. 

!II • .Jr; HaTe you been in 1faah1ngton all t he 
t iMl 

220 

~; lo. No. I alwa:re eta)' in Kew York. 
It ia Y'ii7"?ortunate t o ha.,.. Mr. Cochran here because 
I want to offer eo• e:rplanation becauee we are sh1p­
p1Dg eo• gold , a l ittle acre than ueual at tllie u .... 

l!ll • .Jr: I eee. 

Ill". !; In ge.nera1 our trade ie auch better 
thle 7.art'!ian i t waa laet )'ear. But aince outbreak 
of tbe war ••• • • 

l!ll • .Jr: 1fh1ch wart 

Ill". !: European war• Great Britain .-de eoll8 
axchall«e control and then India Singapore, has thie 
a:rol!enge control, onr the Far Eaet, eo that our aona:r 
t1ad ap eweJjwWre l n Great Britain Doa1n1on. It u 
pratt)' diftloult to get aoneJ troll London to Jew York. 
ADd ~re our ax;port billa cannot 'be paid on 
accOUJit of the bloclt.ade of 'bue1neea. We can't be 
P871Jig. So we are thort of tunda in New Yorit. And 
I thlDlt we etartad to ahiP about two or tbrea week• 
a«< Jan abOUt tw1oe the .. ount we uauall7 ehiP• It 
will cOGtiDUe f or ec.&t1M• We met ba"fB etrengtll 
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in our balance• tb1a ;rear in llew York , But in Japan 
since l&at year the Gonrnment waa bU)'ing trca prhate 
gold. I t waa wcndertull7 auooaaetul and we are pr ettr 
ecat crtable. !be amount ie not , ••• 

RJI,Jr: Bu;ring gold from wheat 

Jlr, T t Japanes e people. Pr1nte hoard. So 
we are pretty comf ortable. We need s ell certain amount 
Of gold to tide OTer th1e te-.porar)' difficult)' without 
drawing upon the r81ern of Bank of Japan. I don' t 
Jtnew hew a1oh it will oo~~~e to, but, enrhow, I think we will 
ship t or one, two , three montha rather bi g amount , t hen 
1 t will atop, because perhapa , we anticipate, we can 
draw acne;r from around Singapore, Auetralia, everrwhere 
f rom Britieh Doain1cn, 

RII ,Jr: But now it 1e b locked. 

Mr. T: Yea. Certain &IIOUDt of acne)' tied UP, 
and tb111di?tioult)' ie onl;r taaporar;r and 1t will be 
all right after few acntha , I gueae. 

RJI. Jr: Well, haTe rou an)' i dea u to the amount 
ot gold ;rou will be ahipping here tor the next few acntbat 

llr. T: 
t 5o, ooo-;ooo: 
we eh1pped in 

I think about 200 111ll1cn ren, about 
I think we will ahip Juet about the amount 

laet rear. 

RII,Jr: I eee. 

!!::....!•: Yea• rougb)'l. But t or t hh war, thie 
EuroJ?tan war, we aiSbt haTe bean .uoh acre ocatortable. 

J!Li£: I aee . 

!!:::....!: Yea. 

Rll Jr: I eee. 
1n t o ti!'fiie . 

Well, I appreciate rcur ocaing 

!U..,.!: Yea. Yea. 

ia , &a 

t to aak•· OUr polio)' 
RJI,Jr: I ban no ooaen ll bu old 
JoU knew, until rurthar notice we wi 7 g 
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at t~s.oo 1eaa 1/~. 

!11::...!: Y ... 

ll!Ll!:l Alld tlw.t 1e at1ll our polio)'. 

Jf!::....!: 1 hope eo. 

1111~1 But there ia a lot of gold comng 
tb.ia ftJ' • all d1reot1ona. '!'bat' a our wo!'l')' 
ian't itT ' 

Jlr. 'f: ~··· 
JI!Lh': It 1 Jli.gbt aek a qu .. tion a• long aa 

JOU are~ ••• 

Mr. T: Yea. 

JDI.Jr1 Are the prooeeda of the ellle of th.ia 
gold •••• 

~: Yea. 

~~ .... what proportion of that ie ueed 
in the ID!Iid StateaT 

Mr. T: Praoticall7 all the aone7 1e apent 
in tb.11 oountr7. 

~~ It il· 

Mr. T: Yee. And we 11111t -.Jte prortdon far 
p&)'ing Oii:i"'oupon• of Gonrnaent bond a, .unicipa1 
bonde &lid ut111t7 bonde iuued 1n th.ia countr,-. It 
ia prett7 ..... 

••• • 

•••• 7e1, beaT)'• 

!ilJoJ'F:J' lla7 I aek, were 70u not with 
the Yok peo e Bank in !lew YorltT 

~~ I waa aall:ed to redgn that Job and 
I ha•• aeparat e office. 

~22 
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Mr. Cochran: But ;you were with itt 

!!:WI Yee. Yea. 

· rn:~r: But ;you have only been in this countr;y 
dx mon R1ne 110nthe t 

Kr. '1': Yea. Six monthe, but I wae here about 
three ;yeaF& ago. I wae Manager of Yokohama Bank. 

Bll Jr: There 1e nothing we can ea:t other than 
thank ;you'torthe information. 

Kr. Cochran: Yee. 

Hll Jr: we like to know what 1 
• oolling. It 

18 help~and now that 70u ltnow Mr. Cochran come 
down oftener. Don't wait eo long. 

!!r. Cochran: I w111 be nr;y glad to aee ;rou. 

!!!::.....!: 'l'hank ;you nr;y much, Jlt', Seoretar;y, 

oOo-oOo 
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Jo. 2118 

.Aial:RIC.AJ" 

Bangoon, lluraa, Dec..,ber 13, 1939. 

srRIC'rLY COUIDIII'rUL 
Subjects Var !!l&terielo for China; otathtlco of import. at BaJll;oon. 

Sir I 

I bAn tho honor to report, IUJ)I>l•tnU"' i oformat1oll 

which baa boon tronaithd to tho Depart•ont, tho.t imported war 

uterielo for China ohiJ)I>ed fro• lloncoon 4ur111C tbo period fr011 

Oct ober 14 t o October 27, 1939, wort Yalued for Cuato•• purpoooo 

at Rape•• 3,243,399, or $1,1}5,189 at ozcb•"'• of 35 conto to 

tho rupot. Stat1ot1co relat111C t o thoot uttrialo art tranaitted 

herewith • 

.t.t t he tnd of the >JOriod :o011t1011ed tho t otal. Yaloa of all 

war oappli .. for Chill& ohiJ)I>ed 111 tra1101t throucl> - otood at 

Rap• •• S2,26ll,s94, or aJ)I>ron-tol7 $28,792 ,712. 

lleepootfull7 ;rouro, 

...... u .. o. Jrad;r 
Jooorio&ll Co11wl 
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'OR Klm..ULS JOR Cl!lll1 

StatlaUco of i"Porte at Rangoon i .nepected &Jld p aaood for trauit d.urill& tC. 
period fro• October 14 to Oct ober 27, 1939 . 

'l'ype of !lumber Deocription Country o! Value 
ll!lterial l)QI. and !11!a11t1 tz ort~:tn !:!£eeo 

!er~lM• ;2arta 1 llo description Groat !rl lain 2 , 653 
28 • • Unit ed st,.teo 121, 085 

Y.achl DO 15Wll 101 V~oen 7.9 ao. cuno 
and aceeaeorlea, sa-
ch1nel7 and parte: 100 Denmark 196,S6o 

}4 Madee.n 20 -.. u.cblne 
cannon vith IDOUDU~ 
and acceaeoriea; 14 • 152,893 

!.!.!!!.'. 6SO Mauser 7 •9mm• : 17,000 llel«!UJ1 936.}21 

~ 12 Safety, vitb S. " · W. 
No . 30: 3,600 coilo Groa t llrl tain 2 ,115 

l{ortara s Sl mm. with ACCOOIO-
rieo and 51 roundo 

United Statu 8, 530 ohella: 1 
50 :Brandt 6o m. with ....-

67.000 ceaaoriea: 50 J'r~ee 

C.Vtrlyea 46o lladoon 20 ""·: 21,000 188,745 round• Don=ark 

11,500 7.9 ::D .• : 13,000, 000 Bo1ciUJI 1,567.197 

Total 3 .243 .399 
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llll!>"rtt at JlaD&oon 1upoct e4 &11.4 paate4 for t rauit 4nr1DC the period fro• 
October 14 to Odelar 27, 1939. 

BICW'l~OI! :BY COUll'l!RIJlS OJ OlliGIIr 

Cowltr7 of 
or1&ln 

1. :Solei ua 
2. l)uaerlc 
} . 1111.1 Ud Stat eo 
14. Franc• 
5• Groa t :Britain 

Total• 

Valua 
l!apeea 

2,503.518 
5JS,ii9S 
129.615 

67 ,000 
4,768 

3,243.399 

BJCW'tortJLA'fiOli :BY TlPES 07 l'~'l'DUL 

!)po of 
Valno 

Material Vnit Qua.ntitr lluj>lll 

l , Cartri~o Jo. 13,021,000 1, 7~.9112 
2. il111 .. • 17 ,o00 ~·}21 
~. Kachine II"" • u4 .753 

• Airplane parte 
123. ns 

5· Mortar• l!o. 51 75.530 

6. J'Uoot • ) ,600 2,115 

Total• 
3 ,24}.399 

iquinlot 
11. S, Dollaro 

lqui Yalont 
U.S. Dollaro 

614,580 
327.712 
122,4;1.4 
43.~ 
26, ~ 

I 

1,1}5.189 
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.AKIIUC.IJI CQIIIUU!I 

'l'lullla>ltu, C!Ll .. , »-oe.l>er )3,1939· 

!U Boa.o..Ul• 

Sir I 

!be -H\ar7 or 1\a\a, 

WaoltJ.Jicto•• 

1 baft ~ ba..,r \o eaolo .. tor ~ »-par-at'• 

totol'll&t1oa a Gt~RJ or ~ pert1...,t J>Ath or a letter 

rooeift4 troa ~ llr,..Had. Paal J.. Ooatea\o, Hport1-c 

Oil \M ooa41\1oao or ~ hilbWqo 18 lor\IDfeot OhlMo 

llr. Coatea\o, aa .._rloaa aioeloMrJo vao trueferi'M 

fro• 'l'lulllaJitu \o ~. laa..,, aDA t....,.le4 troa 

~ te \M\ place ~ •\or tn4L !be letter 1e 

4ate4 Jo..-er !J, 1939, at ~· 

WUIL Hqeo\ te llr, Coawa\o 1 o oteteaaa\ \Mt 

\M laooolaa t.....U 'Ue4 u \M 110rU..o\ all ,.,. ,.._ 

11•, 1\ ebftlA be ..,tee!. \Mt aooo.U.. \o latonaUoa 

rooeift4 ...., \ILh Coaoalate troa .. eJII)loJO• or \M 

llllalAp IIOber Co.., .tlo baa ooa-to la \be ..,rt~~wot, 

-U• lo oM~~p&r u l1aa tiLaa u CIIUCid-c• .&aoo,..,_ 
1-c te \M - -· \riiAI<a ..... 1 ... u lla& tHa .. 

221 
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!JIDl01111.,. h 4aopatah Wo, 2113, 4ah4 O.coabor 13, 1939, 
f roa Paul ll. Mo;ror, AmoricaD Couul, YUIIII.UtU, Ohioa , t o 

the Deparb011\ of State , Vao~on. oD tho oubJoch 

HtgbW¥• of Wonllwot Ohiu, 

•vo bad qv.ih a t hrUUnc trip geUI.D& horo. :rroe tiiDai.Dc to 

CJmncldDC we weDt OD s.4 Crooo tna.cn 'bDt froa CllnD&!dnc t o L&Dchov 

I 4roYO a h o \ OD 1935 lor4 truck which boloDCO to our Mloolon. ' 

Cootrar;y to oxpootatloDo, I bad DO t rouble at all. 

~29 

' ho• Ollml&l<lnc to Cbenctu, tho roa4 nrhco 1o cpltt ba4, 'bDt 

!roa thoro rlcht OD t o tho Shonol bor4or , It otoa41l;y coto woroo . aad woroe, 

?or about a otrotch of flft;y a llot, Jutt btJ Oa4 r~. t ho reed 

h ol11pl1 avtu.J.. It It out out o! tho ol4e of roclt:J oliffo aD4 oo 

aa.rrow that a truck bao to oorapo tho roclr:o 1D orior to lttop tr .. 

COIDC OYer • .&.Dd thoro It 0 4rop Of ol>out Olll tho11MI01 foot to tho 

dry rl.,.r bo4 bolovl ! !be roa4o In Shonol aro opload14, but oDOo w 

t1U'Oo4 at SWJ~D6 Shih Pa, (to• 200 klloutor oouth of Pn Chi, rail-

head) to co i ll to tanou, tho road wao cp1 to poor opin. It 1o a Dow 

road tho;y baTe put ID which co•• dlroct to !ltDolml. The road 1o 

wll onclllooro4 aa4 tho bri~o all 1D but tho nrfaco lo prott7 bad. 

\'he road coDUJI'IUio aboon tho - Ia q116litJ rilht to l!lla Ohia Llac, 

(noar 'riD& Hol ) whore tbo !itaohul road ••to tho LallCho,..Sian road. 

Her• the roa4 11 "1'7 coo4.. Of eouree, 1\ ra1Jle eo ael4ow 1a tu .. 
parto thot tba;y do Dot bother to put 1D a otoao foua4atloa lilto Ia 

tho YUIIA&D..J:velohov roado. Tho road fro11 Laachov t o boro 1o t alrlJ 

cood aA4 coati.JIUo tb8 - rlp t \o tb8 Saklaac 'bor4or . I o&J 

Tef'7 cood, 'bDt I ohoul4 C[D&llf7 ,.,., bocauo vhllo \lao road 1o TOf'7 

vide, tb8 uouoa otODo4 1o oul;y about tho v\4\la ot a trwolt vhool 

1>&10. !bo otoaa4 oectlOil 1o abollt ou or elpt lacheo hlchor thaD 

tho root of tho roa4. 1'hio ulcoo Tlf'7 dltflcoJ.t dririnc and ae<~ouato 

for 11&117 acoldoato ao oDCo tb8 truck coto ott the otoood ourtaco, tho 

driTtro oooa t o 1IOiko t o r tho 4Hchoo. All tho t l'llCka 110od 1B tho 

aorthwoot an of Rll.adu - &lld an TOTJ 01111181• 1'bo7 all .,., p.o-

1\Do, 

1 lloll DOW, vbea aro vo colnc to h&YO tho ploaouro of oatortala­

lnc JOU Ia tlucobcnf'! You ooul4 aaollJ IIAico tho trip rr .. ltuaalnc 

h baro 1B 8 dqo OTOil tboucb thoro aro 10 forrio o to crou botWOOD 

Ohonctu aA4 HaDchullc· .1. vara volco• &wal\o J OU bore. • 
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Stcrct,ry of State, 

''"shington. 

2610, Dec tmber 13, 

POR TRt:ASIJRY. 

PLAIN r 
"'-' 230 

London 

D~tcd Dtotcber 13, 1939 

Rto 1 d 12:05 Por.l o 

1 . The text of the st~tc~ent on the ~nglo-~rench 

f1n~ncic1 ogrccn cnt circulatEd in P~rlinment l est night 

~ftcr S1mon 13 ~nnounct.~tnt reported i n the fifth par:tgr:tph 

or No . 25fl!' of Dect"tbtr 12 , 6 p • .-:. follo• ts: 

"1 . The t wo Govtrn:ntnts hr.vt :lgr EEd thot it is in t he 

interest of both countrito to c void r. ltErc tions in tht 

existing off1ci - l r ctt of cxch:>.ngt betr· ten thE pound 

~nd t he fr::nc , 

·2 , The fr::ncs rtquired by tht Uni ted il.n;doo (including 

~ho&t for the B, E, ? , ) ~ill bt provided ~sn1nst p::yocnt in 

~terl1ng , ~nd the sterling requir ed by ?r~nce (including 

thz.t required for the purch::n t of r::l! tlllt eri::ls in t .he 

British Er.!pirt) n1ll be provided ag:>inst t r ::ncs , Both 

countr i es ,·•il1 for the dura tion of the ···.r be in " position 

to cover the d 1ole of their requirtr.ltn ta i n che currency of 

the other country by JY.lyment in their o•·n currtncy r.ithout 

~ny question of their h-.vino to :1nd gold. 

·'3 . The sterling hEld by the Frtnoh oontt'U'Y 
~uthor1t1ts 
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•uthOritie~ •1ill b E ".V:!1l:!blc for cxpen1.1ture t hroughout 

thE sterling ~ rr". , ".nd the f r~no o bela by the United 

r1ng110il' 1'\0nete~ry .:lUthori t i £8 'lill bt t\V~il•blE for 

c~ptn(Uturc throughout the French E·>pire , 

lA n h • ' .. . • e quc:~tion of nh:~ri "{, cqul.t"bly the e~pens cs 

ncoc .oit'\ted by the conduct of t he ·-- r · hioh the t-::o 

rovernnent <: 1-~ve to cl.efr·:~ !n c;ol G - nr.: doll ro " ill be 

kept un~er revil"r , 

11 5 . The United ::J.nadoo :::nd r rench rl'C".Sur1e~ ::ill lnve 

frequent mcctin.;:a to r evi•• the vooition of the i.llicd 

rovtrnMents '\S reg:::rd3 thc1r r coouroco i n gold ond for ei gn 

exchr.ngc , 

11 6 , !!either Government r· ill r•\ct •. foreign lo:::n 

or credi t cr.cel)t i n .:lzrcmcnt •.'itt (or jointly • ith) the 

other Governr.ent , 

"7 , Neither Govcrrr.ent ·ill i .1pos e fresh restricti ons 

on the import3 fro-- the other country (urinu the r•:::r :or 

protecti ve purpoces or for exch·n~c r t".oonc. 

1 6 , The t···o Ciovernno:nts "ill ,•.int"'i n cont·ct :::s 

rtg".ruc their policy in rer;~.rr.l to priceo . 

11!' , i•'in::lly t he t110 oov crnr\Enta .. 111 oh:.rt ccrtdn 

iter.w of e;.pcnditurc in thE oo~:l"•on c•.uoe ouch "\3 fin:::nci:.l 

-~siatrnce to othEr countries nn~ tht cos t of the :::rmEd 
forces 

: 
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forces or the ir Polish clly. The contribution or the 

t• o Ooverru:1tnts l:i l1 be fixed on c b'laio 'lhloh 1•ill tcl<e 

due •ooount of the nfltio~.1 r·enl th o! t'\oh . In g<nern1, 

t he Prcnoh contribution l•i11 be 40 per oent end the United 

l'.i ngdO".\ contribution 60 per cent ot' thc tot::l . 

11 10. l'hc~c 'lrr::ngmcnts l'ill raui n in toroc till 

six uont h:: ct'tcr the signcturc or the trccty of pe:1ce . • 

Pl'ena oo!runt this n ornlng , r hlch un::ninounly 

" e1oonen the ngrn:nent , E'nplr.oizec the i :-portcnot or 

the t'r.ot th'\t the cxch.-,nz e clc r.rin:; -,rr -.nst:.ltnts extend 

to the roholc .•rcnch :end Sriti~h e>:~pirts , r.nd !'\l so the 

significc nce ot' the f~o t th•t equit •blc oh.-.rins of gol d 

·nd doll'>r resourots ere t o be kept under revicr: . The 

t · o t•oot interesting co=tnts arc i n the IIE'iS CHRONIC LE 

· nd the FINAJTCil\L N£' s. The l e tter st-.tca tb·. t dl3cussion 

i s centered on tbt reference to price levels in the too 

countrirs oincc it' the ste~ling-rr-.no r • te 1o stnbilized tor 

the dur ·.t i on of' the · ·-,r it ~111 bt csscntir.l th-.t ldcnticcl 

poli oi ca should bE pursued rcg~rd1ng the trend or the 

renpeotive n-.ti on-.1 pr ice lcvelo . Thlo • rtiole points out 

thct up to no•.· prieta in i."r"nct h•,vt been kept dor.n 1:1th " 

fil'tl h·nd 1:hilt ln the United Ki n(lc.IO'~ thEy h•.ve risen 

cona1dero.bly oo t h'>t unless ne~surto r c tr. l<t n ~norc 

dr!!sticclly 
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<.\r".uti o,lly to st ::~blllz£ pri eta in , r 1t r.1n tht t••o rconOtlic 

oystrns :tay g tt out of rqu1llbr1um, ThE N~'S CHRONIC LE 

£1n'".nCi". l Editor StrESSES tbt ormt OOi nt " ith (lrt r.ttr forct , 

~olntin3 out t h r.t kttpi n& thE pound- f r ".no r~tt st, blt 

rithout rtsort t o cEttlrmtnt of b·.hno u in go~d or by 

t::ri ff ".Cti on involvEs " ·c Sir John Si non ao. l d , subs EQUEnt 

diocuoa1on of t bt ~orr grntr · l probl ccs of pric E poli cy :::nd 

·lao ('lhich h£ did not ::tEntlon) or 1 "SE !)Olley, " ?hE NE"'S 

CIIROIIICLE T:r1t rr .JOES on t r poi nt ou t thr.t ""-!!E r ntts b.-,vr 

bttn o t o.biliztd i n Fr :::ncE by govtr rt:tr nt or d1nnnct r:h1lr i n 

Bri t,i n t hty ...r E undErgoi ns ., • i d tsprt".oi ris t , and th·.t 

cont1nur6. divErg EnC E nruat fln-,lly l>r t~'c dot n thE currrncy 

t18r EEM Ent , 1:t thiS COn'ltCtion it i O o l gntricr.nt th<'.t SEVEn 

~ri t i sb tr, dr union lE-.dtro go to P::.ri o t his •·nk for tht 

first of :1 o triEs of r.:onthly uu :tlncs ·•ith thtlr ?rEnch 

countrr~rto ~o d i s cuss r~-tlr.t l~~or l rg i s l c tion, c l th 

sptc!,l nttEntlo:t t o th£ ' r Encb l :tbor dEcrrtc stabilizi ng 

.. ~sEc , rt oEttr~ , thE r Ecultc of tb.lo :1trtlng, t ollo" ing 

thr.t of t ht llc t1onnl Joint ;,cl.visory Council t•ith Sir.on :md 

o thEr r.linl s trrs rEportEd in thE a t c on<l oEctlon of No, 2562 

of Dra cr•bcr 7 , on thE Bri tioh tr:lc'.t union 'I tt! tudE to \7r.r­

t 1~:~r •·-,gt probltc!D l!lll bt of f~r rc r.ohlng irtportr.ncto 

Inc i dEntally 
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tncidtnt~.lly 3inct ny No. 2167 of October 25, 11c.ge 

incrc~sca h!\VE been mmtrou:~ . On .Utct tbtr 2 the D!.ILY 

FERi.LD 'oo!lsttd on bth.-:t1f of tr!ldt union lt::.dcro th.-:tt they 

b•d ncgoti r ttd 1:na c incrt ~.ats cqutll to pounda 30 ;n1111on 

~ yc• r for four n 1111on 1 orkcra during the 13 l!ttks oinct 

··~.r bcgr.n. This covered , •r.one othtro, \lorl<tr~ i n thr uhot , 
rubber , paper , drug , bncon curi~g , lintn, furniture , 

engi neeri ng , bui lding tr·cit c --.nu '\(;ricultur"l ~: orktrs . 

l' t "ll'l''hilt tr--.nsport ror ktr" ".!lei loc~ govt rn·ttnt tn;>loy£ £3 

·nd othcrc --.r c prrs:~ing for •·:-.gc inort"lats . 

2 . Covtrnntnt returns for thE \' tt!r endEd !Jcc..-,btr 9 

sho• • drop i'rCI:l l :::ot 17t tk1 s nrr.lt in expendi ture (reported 

in llo . 2551 or !Jtc t~:bcr 6) of pounC.o 76 . 3 =1111on to 

pount's 43. 6 '"tilllon. 'l'ht proportion r equired r o:r n!\t i onnl 

G=h t 1ntcreo t ··::. s pounds 22 . 6 •·u llion c.nd pounds 9 r.i111on 

~tcoectivcly . Ordinnr y revenue tot·lltd poun( s 13 r~ll1or. . 

iltcti pts (net) fro::: n --.ti ~ n~1 s::vingo ctrt1f1o:-.tt3 u ert 

ooun~a 5 . 2 •ill1on ".Dd subscriptions to b:-.by defense bonds 

yielded p · unds 6 . 35 oillicn. Thcot · 1th the ~ounds 25 ~~ll ion 

txp~ns ion in the trndtr Trt•sur7 bill i ocuc to pounds 700 

~illion ".~ounttd to ~ounr• s.e ~~llion :ore t~n the n eck's 

deficit o1 poun • u 3Q. 7 roil lion "\nr" oona cqut'lt ly thE t ~p 
la~uc •·--.o reductcl by ;:>ound 4,. 5 :c1illion --.nd ·.:-.ys nnd n r ans 

"dv:-. ncta by pouncls 1 . 3 rlillion, -~.~!:ins tht tot:-.1 flo:lting 
debt 
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' '5 .. , 

debt poundo 1, 473 ~llion , or poun~: t90 3 t~111on up on 

Dec cnbEl' 2 • 

:5 . The otfi c i !ll bt1g:! r o.t£ r.o.s f ixed weaker o.t 

24. :50-55 today ~nd th£ Argentine peso nt 17 . :50- 80, but the 

Srtd1Sh o.nd llol"'Jtgi:m rctcs ncrr unobo.ngtd . 

JOIINSON 

I!Sil 
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t

./ / '£O~RAL REStRYI: BANk 

f 1 OF' NIEW YOR.IC 

' ' 
~ ct CORRESPONDENCE 

Tl(a) 

o DM•ber 1&1 11•, 

r " 

eo~nomuL nua SUaJIC'T !IUPSOII CXIITUU!IOI mJ1 

J., •· Kaoke II.UU: OF -LAID, 

I call ed llr, llol\oD a\ 11110 tod.q, 'fben waa 1 loo4 

deal or ooaftlaed lll4 -ftlatac iAro ... UCIIl 1A tbh aUitft aboat 1 

cb8111ed a\Utu4e OD \ha put or tbe llrU1tlh lub~n~e Coati'Ol towa...ta 

oott on bUll tor torwa...t 4a11Yar)', What oould be tell •• 111 tbh 

collllaotioat OD4ar t ba pr11111t aneaa•ct, Boltoe rapl1a4, nlh1111a 

was ct•ta at tba ott1c1al rate qaiDn billa oonr1111 a areb111tUaa 

1actuall:f OD ~~ •••'• I n ol'dar to pi'Oteot tbtaaahaa qalnat 

bli!ll hlllded ol- b11ll1 \hat 111 a-doelallltii'J billa whlah 

bad aothtnc to 4o aUh aetaal aai'CibllltU •• oparattou , tht~r "" 

aow iAala\1111 ~at arq 11111 offered to the 81'1\ltlh Control tor 

sattl•et at ~~ ott1o1al rata •aa cuarmUed to ban doCNalllh 

attaciled w1th1D 10 ~IJ thil Wll CODaldared I I'IIIOIIabll Ual for 

tbe s·.1ppar.s to ••• the aaraba41ae out or the ... tbollaa, lead u, 

obta1n llh1pp1Ac 4o-eta, attaoh tbe doC!IIIIIIItl to thalr drat\ 

and hna n nollM'ted throalh thalr banlt. It the n eheaaa traa .. 

action h a4 t o 4o 111\h a aal• of aerchaa41ae t or forward dal1 YIJ'7, 

tbe foral&D eallar 001114 11I11T pi'Oteo\ h11Daalf 011 t he n ehance 

rhlc b)' arr'!!'f'..rr:-." wttb tba llrttlah blqer to appl7 tbnuch bh 

bmsk 1A ~ti.;a to• t ontaa aob.-c• tor tol'ftl'4 cleUni'J at t he 
~~ .- ~ 

otf1o1al rata • . ·~·. l~lb baTer ~4 deaortbe the mercbend.lae, 

would produ~e, ,the ~· liolllll m4 oa tha bank' s mowladl• of the 
't ' y• 

buai naaa tb .. ~ ; .·,,-'-'be allocated. !hi a was the anlr.., . , 
the BrU1tlh ~trol .-td aua oenata t h at the toro11D .e .. • 

8PP11ed for 414 aot 10 1Ato ~~ WJ'OIII baadl 1114 414 aot aawa 
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n o•JU.L ••·!ltV£ MNIG 

Of' N&W 'I'OU 

OFflCE CORRESPONDENCE 

CXJIUDCUL m,M 

ro­
,._-~Iu 1. (Aollo ---- -

I 

qtCGlatiTt parpot... tho tontc11 1ellw 'IIIIo had a -traot 1'01' 

i he sale or mercbandi se for 
f t orflard dtUTtlT .a14 prohot hlllte1t •• ~ tho aCihulo rato 

ill tbe tlltut a• ho ha4 111 \ho pan 'lnlt 111tha4 ot do1Jic u 1a 

hil om aarkft at hore\otoro, \ho blQ'or 1101111l.d do 1\ tor b1a 1a 

toodon. tho tan or \ho aattw wa• t hat th11 wat the ktAd ot 

arrcc•et that had hoe 0011t•platod troa t ho ouhft but 1t bad 

tlkc a 10111 tiao IGr tho 1.11.\ilb iapor\ou to rotliH \bet that 

n a tbt wq 111 'lblab tho but1llott lbo\lld bt doDo, ! bert bad b­

a croat deal ot ooll1UI1oa pU'i1oolartT 111 J.aeattw 411t ~ the 

taot that oottoa dtalort \hort wero t17'111C to do tbair but1lltll 

lJl war tiaot u thtr ha4 doao U 111 poaot tiata; 

.t.coor41Dr ~ Bol~11, \he, tbt rortip lbippor -"-". 

t o ban tho .. o prottot1oll at 111 tho pan 'lnlt 111atta4 ot ooTtl'illl 

b.h 1'orward aob JO 1a hit on a&ftot ho....nor 1t Will bt •P 

to the Britilb 'lnl7tr to do 1\ 111 LondoD. Tho otno:tal rote, or 

oourao, ••ata• ......... 

I.lllan 
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TREASURY DEPARTMENT 

~ocrc~ry ~orgenth&u 

Jo•o1h p. Cotton, Jr . 

!a: ~.:.or ... - :-. ~rt -.&..;....; "":o.!!L 
t.o ~ _:~. 

; t. a aeet to.c;: or tbe ~-;: :~ :-:-_!Me t.:.... .. :...:--=. &. !"t" =:-"!..!.::: 
" , :.a't!,!eet t o t.t.e :-c.e::a._.:-.!..:.' :.~ ~ ! .., t -:...!.C: : e;a..--=-•-:. -re:.::s 
·~ t. :·el 'bee:1 a.=:t i.e !"&~.r :.1:-A:t:! . usA!.; L • ; :..:.::..!.-:...... .;:-w-

!\ .. -.lr ;,f t!.c Fi.~:!!:-~-c:&..::. c~=-... ...... t.!. • &. c!...:.e.::.!.e .:-.:-:-~­
-11. .>!';t.1-lted t.odq, t.o te -sed t..;: ~ ~e !!'.t t-. _ ... :!" ;__e~-::a.= 
e• .. r t!-.a.D L.~s a.:::d. ---tt!:.-: , ~ !"'C!41.u. ~ u..:.:: ;:.::.:.:.! 

t ed tr; the. ~. i!:ft:.rse;ae&t.s ~ bt ~-• • ~~ -·u~ .: .:oc::;:-

"l'ho o.oat.ter ~a a: coc..sidered ,-e.ste--d.IJ &t &.:1 tx.e:.r.!Te C.2S! ~::.e. 
P!.;. ... t.i ~.ieb no decisitu~ 'mS =-eeched exce ;t t~ ~-.~~t t.:.e ?:-es!.det ~ 

tJ.e ""~&.:\k to !'tnd O'-lt 1!" tl·~ FIC, ir. Tin o!' t.te ~::e.::t. !':.:-.c.c.ic.l ct:C!.ti:o. 
Gf t."'o Sco.!.., J:"Ould nDt be w:lll.i:::.g t.D u~ t.ZA 1. .. e:• "'1: -!..:.:!..:.2 '"Oi i l ­
~"'t. .. tllcl:cd by J.:r . J cces . e!S C.:):-"...!.-c. :..,.- ... nJ TU :"(. ~.~fE~ e! ~ 
1 <"lllo:"GeO<.:oll.t.cont , It belnt ~z=ec! , uLW.:C'- ~ ; : c S..."" !:.a. =-zt 

"- ~" , tb t :.tr . J or.es wiU E.ecure tl.d: •:-~=-~,.-a.:. c.: ~ ·- :.!.:..:..!.:....:. ~~­
t. . . ~ .... ~r Yt..'llcnt. objec!.i~ nz t.;.;;.~ ~ :e.:.: t.o.: ~~ ~,. : !:-.:. :...=e -.:-c 
•. t co~t.ted ~:\J. ~t d.!~~e:c.~ ·~-=.! te u.=.c !!.J-::t ~ ~· ""'r - 'r 

... t. ~ • .:Jra.:.c:a or F4'C ;:e,..."'""lici;;et.i~:: !='. ~t !!.1 .. --: e:-~~. :C.~:~-. 
w~ :-:-4 F1e:rso!1 1 5 review: 0: t.:-.e _...,:..:t! .t. :.! ~ :~ ~ :-e :l"!-~-­
- ~- ~~t t.o ~3 u:l!~, : =-.1£ :Jt;.~ .~!l.~ ·:. ~ •e c'::t:-:.: ...: . 
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• ~!.:!.t.y, ~ U.. !'!=3 ~ .;;=ckJJ' 1.n a..ki~ P'.lrCl-..r-.es =ce. 
-!: .. ! ..:. t4h t.tros:::. ~ &..:C 'l...:Je Cole Om&:! or the t .. !"C: . ..S&:t!.. : 

.. .... ~ OOZ-o-:1.-:C._?!---t ~ ......... .t L. ~~-.;.b I 1UiptCt. !:r . J.)~! ~.-tn 
!.t. t!.:l. ::.;)t ~ .... .... ~~ !.-~ :..;:t.:1 be!ore U:a s!t~;i-e !.= 

:.:- ~.;...e ~ ~ ±e Jt.!lcr . 

; ··- t. ~ 1:"~-c:c:~:.a.=.ca : ::-e.-z,t.e;ec! rq vott !.L ~.,.= :~ ~ 
1 _ , ~e :.~ t !-=. .: .. - _ 1..;a:t : - ~o-ct._. 0 \:Jl:!e!" z:e~t=.:. !.--

- .... ~- J; ...... 
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Storctary ot Statt 

Waah1ngton 

29'70, DEcEitlbEr 1:1, 7 p.a, 

POR Tl!E TREASURY. 

GRAY 

Parle 

DatEd DEOD!IbEr 1:5, l!):lg 

REO 1d 5 :40 p ,m, 

OUl' tElEgram llulllb 0' 296:51 D t a embEr 12, 6 p ,m • 

ThE Franco-British tinancial aoccrd has bun 

tht subjEct or cntbua1ast1c comments 1n rinano1al 

circlEs today and has rEcEivEd thE unanimous approval 

or thE PrEnoh prEas . ThE lattEr has givEn 1t quitE a 

play and ;t aharta with 0 Ruao1a vErsus thE Ltagut" 

most ot •th£ tront pasu. WhilE most Editorial commmt 

240 

1a largEly 1n thE naturE or paraphrases or REynaud's 

atatmmt and tra1au: or h1a atl E handling or th£ 

n~:got1at1ons PrEda1c Jmny has a leading articlE in thiS 

morning t s AGEHC E ECONOI!IQUE PI11ANCIERE i n SOIDtwhat 

mor£ aEr10WI YE1no Aoa~:rtlng that thE financial accord iS 

tully ae important aa thE r~:ccnt Franco-British tconom1o 

accord and tbat i t 1mpl1ES •total monttarY oolidarity" 1t 

SEEm~~: " th1a a£an& rtrat that tor thE 4urat1on of 

host11.1t1u and alx ..,ntha t 0Uqa1ng thE signaturE or 

th£ pcaoE t r Eaty Prmch currtne1 and th£ pound will bE stab1l­

hEd 1n practicE 1n thEir rElat1cnah1P t o Each ctbtr apparmtl· 

ot Jll"ES mt quotations • (END SECTION OIIE) • 
sOLLI'l'l' 

.,.-.--r~• 
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Sccrct~ry of >t~tc , 

'ic. o~il'.g ton. 

GRAY 

PHIS 

DntEd Dcccmbcr 13, 1939 

REc 1d 5:30 p .m. 

29'70, Dcoembcr 13, '1 p .m. (SEen oN 'l"'iO ) 

ThE rsacnt1al point is tbat stabilization will b e 

EffectEd \1ithout gold movcnl£nta . Thc FrEnch Govtrlllll£nt 

will !'urnish t.he English Govrrnmmt against pounds thE 

franca Tlhich the latter may nccd for ita <Xptnditurca and 

it• P\~ch~sEs in FrancE and our Colonial EmpirE and rc­

ciprocall)' <·h£ Englioh GovernDtnt will placE' at the ··isposal 

of oura a:;a!nst france t.hc ntc£Ssary pound• ror stttlt •cnt 

of Frcnoh !1\'rcbaaes in thE Unitcd l!ingdom anti in the atc•·ll.ng 

arta that is to say, t.h£ cntirc S1-it1sh Empire except Ca!Oldao 

But monctary sol1tlar1ty (lots not exist only in tbr rE­

l ationship b£twccn thE f ranc and t~c pountl . It ia cqually 

manifest ~n tb£ rtlations of tht two countries with other 

stat: a an~ ~::ut in two rcspccta : (fi rst) the two govErn­

mEnts b.avt droidtd tlla t t~cy w1ll sbart rairly cxprn~~turts 

to bt made in gold or 1n dollars . That IDUna tbet just "" 

cconoMi o rcoourcts or tb£ two 0 ountr1to bavc been pooled 

tht ir fornsn cxch&nGE rtaourccs - "bl.ch furtb£rmOrt nill 
b£ 
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- 2- S:.'2970 , Dtotmbtr 1.31 7 P•• • (SEC 'NO) trom Peria 

b£ tht: ob j t ot of frEqUEnt aurvEJS - w1ll form 1n crrcct 

· one aol£ n~es 1 as sole ' war trcaa~~c . 

BULLITT 

NPL 
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Sterttar~ of State, 

Waah!n:;ton. 

cnAY 
p~;:u s 

243 

DatEd Drctmbtr 13 , 1939 

Rtc1d 5:43 p. m. 

2970, Dteonbrr 13, 7 p . m. (SECTlON TP.!IEE) 

( Steo:nl~) Each o f t ht !;no governments '11111 rtfrsin from 

ee::tneti:lg fordgn loans or troll! aol1oit1ng credits wi thout 

~1or accord ~ith thE otbrr , t hus in thE oommon interEst 

eonpttition a1 ready sEt asidE in l)llrehastd of ra11 materi~l s 

or or na- matErials 11111 bt equall y so i n thE f i eld of 

l.nttrnatinnal err dits .• ThE psychological aspects of t he 

as;l'tC":nt o.~ a furthEr nns.,Er to Gtl"mm>nY' s t fforts to scror,.. 

ate t't'£ t "o ::U.l i t s art o.l:~o strEsSEd i n thE colllt!£nts "r hnV< 

l:!l:&rd , as cr'll 0.:1 hopEs t hat s :nt of i t o principal featurE<~ 
a:>d ttt ~ro.ctical coopErotion ru.1ch l t dti!IOnstratts may 

long survivE tbt war . Nor has t nt importllncE of th£ 1!11ltual 

agrtE:xnt ~o impost no nt"' protEct• ng tariff I!E asurts bEen 

ovcrloektd . 1'!1ErE is pleasurE too tbat Enr ly prEsS reports 

frol:l V"as:J1ngton irdioatt that 11 th£ agrE£lli:Dt b89 rEc d vtd 

fav o:-ablE co:ttnEnt thErE" and tl"vlt it is not considErEd as 

infringing "thE runottontng of th£ tripartitE monetary 

accord'' • 

BULLITT 

~:F PL 
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Storttary of Stnt.£, 

244 

P.\R!S 

Dated Drotmbtr 1~ , 19~9 

Bro1 0. 6:08 pjm. 

2970, Dtc:JIIbtr U , 7 p . m. (SC::CTION POll!) 

On£ dupctch stctts "political oirolt" add thct rfla'.;ivt 

atab1lizlltion bEtwEEn London, Par1a and '11ash1ngton or th£1r 

rcsptotivt currtnoits may servE to restorE to tht world at 

the appropriatE tim£ thE basts of a tuture economic order 

in o~ntormity with th£ i dea so dEar to Prtaidtnt Roosevelt 

and llonaitur CordEl l Hull" • 

ThE ;l tth£rlanda Bank statEatnt tor thr nek ending 

Dtotmbtr l l s~ows gold r EStM£11 down 61 0001 000 florins to 

1 , 019, 000, 000. Total l1ab1l1t1rs arc 1~~45,000,000 as 

against 1,~5~ ,ooo,ooo thE previous wttko Gold conrast 

18 down trom 75.~ to 75. 01$. It 13 ooll!O(nttd looallJ tblt 

th1o amal.l turtbtr reduction i n EJ>ld rcurvn indicat£11 

continued dtmand in doll.arB but largely tor oomm£rc1nl nc~ds l 
thEre is no indication ot anJ il;1portant tl.i@ht ot capital• 
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SECrEt C:"Y of Stn~e , 

1"/as td n::;ton. 

GRAY 

PA:US 

245 

Do. ttd Dr:ccmbcr 13 , 1939 

Rt G' d 6:18 p .n1• 

2970, DecembEr 13, 7 p. m. (SECTI OS FIVE) 

ThE B l S s ta t cr£nt t o r t:ov t r:iltr 3hows a slight re ­

vErs~l o~ th£ previous do.mward t r r:nd. Gold hol dings a r E 

up 4, 500, 000 Swi ss francs t o 22, 100, 000. Rcd1scount ablr: 

bills a nd acceptances arc up 1, 600, 000 to 159, 700, 000 

and cash 1.o up 1 2, 800, 000 to 28, 600, 000 . Short tcro de­

posits ~rE ~P 7, 500, 000 t o 27, 600, 000 and t otal res~cts 

art 460, 000, 000 coopartd wi th 452, 000, 000 on Octobcr 31. 

Tll£ Par i s securitiEs arktt waa subject t o pr'>fi t 

te.lcing and turnEd h eavy t o- rd t 'u: close. >todcrat E gains 

and l osse s r.cr c t hE rul e except t or rcn tes nes t iss~• of 

".b1cb c <>:-:ti:mtd t o gai n on tbe avr:ragc 1 . 50 rranes . ~ 
Exebangt guarant)' issues wr:re wta.ktr , howe ver , lhl: 1937 

1 asue 1os~.ng 1 . 20 francs • Tb£ oontinur:d ga•.n in rrntes 

wi t h out ex chang£ guarant)' i s a pparEntlf dUE t o the f E£l!.n:; 

that t h r J'i.o.noo-Bri t i sb nnanc1al a Gc ord has str engthened 

t h£ trano. Suez was doown 500• Ot M. o1al exebang£ rates 

wert unohan3Ed exct:pt f or t hE btlga which impr oved trom 

( ENll OF Ft33J.GE ) 
714-720 t o 717- 723. 

II PL 
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to Mll \o oae eM\IwP a\el"lU.. t or rr- aD4 fl"aDO 

t or .&orUa& a\ oft1e1el l"a\ea. , .... ,.... I'IAaO wlll 

M ~ MllOI'a \ o un1\ecl u npca tiUI4 o f all franc a 

NCI'lire4 f oP 0111' 0&11 '1\IUO, 

If • roaeh tllD4 lilol 4a a\crlla& 1Jl _ .. 

o f nn, a1111oa O'OGD4• ••••• will M tlalollo4 ta 

to,. of 'h'Oa0111'7 bllh rep~l• - ,._.,. aner 
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" ~-" o f tbelr ~erHQ& Yalua • 
... , lhLl \eel I1;JIC.... ·-

;,.enob aa)' \IH \ !Mlr .Wrll !lol 1n a\e rlll\1 
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- ... - •1 I I•' 1a ... 181 ••- ahuka1 

... • 8q - ... ,.... la rr IaJ,. llllplJ'o ,.. -

..,._.., al ..... re. 

ftle .. aft •la _,.,.,. elJ•MI• All I ... 

el• ..,.-ft._. t.r oon\ee\ ~'-" \Ill •o 

Yl-111 al" 11111 ..... re\loa 1a ell qiiiJ\1081 of 

la\Q'ea,. Car\J!a 1'- o f war •QIIIIIl'•• 
la •-· Jlloll u llllllftl" ot Pol111l ..... 

ro ... a 1 n-181 aaa1a\eMa \o \Ill~ •••'rt .. 
e1111 lea•• reaalu• r.oe llloe-..a .. lqa, ell 

M ..,... lJl ~,...ruoa '" t or .. ,....Ill aM 

'"'" ror t.M UlllW UI\P-. ...,,_ .. , 11 to 

-1• 1a toraa tor war per1ot aM t.r aU 801\\lll 

at\er ..... , ... ot paaaa • 

• 1'1111 ..W.M Y o 

WAdlJO!OII o t>. C. • 

!)H .... lnlilt 1911 
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Memorandum to The Seoretarr 

Mr. Stewart. 

SubJeot: 8trateg1o Metale. 

Queat1onal 

How oan the 1 aoral embargo• ot atrateg1o metal a be :.ada 
an ettecti•e method or reatrioting the war acti•itiea or 
certain countr1eat 

What ia the beat organization tor assembling the necessary 
1nrormat1on and tor taking action baaed upon itt 

What are aome ot the immediate and longer tar. conse­
quences ot 1 moral emba.rgo1 or these metals, and what problema 
can be toreaeent 

- 0 -

The more highly 1 looalized1 metal• are eae1eat to control. 
These are molybdenum (U. 8. A. ), niokel (Canada) , and vanadium 
(Peru). Some degree or international cooperation would be 

necessary to erteeti•e oontrol. The leas localized metala 
(chromium and manganese) are to aoae extent eubetitute tor 
molybdenum, and aanganeu 1e a requlred alloy in all ateela. 
The inrormation concerning present and proapecti•e auppliea 
or manganeae ia therefore ot riret rata importance. 

The extent or daaage that can be done by wi thholdlng 
certain or these alloy• dittera by oountr1ea: 

Ruaaia - Moat nearly aelt-eu!tioient,- a1nce it ia 
the chler producer or manganeu and haa adequate 
suppl1ea ot ohrom1ua. 

Germag{ - Moat dependent upon outside eource a, but 
big y akilled 1n the art ot aubat1tut1on, and 
under ex1at1ng oiroumatane81 aay draw upon Ruea1an 
suppliee or alloy a. 

Japan - Moat unoertaln. Intoraation concerning ita 
own production ot chrolllua not a•a1l&ble, but it also 
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illlporte troa the Philippine• and auppliee are 
aYailable in Nev Caledonia, Preaeure on Japan 
might reeult in that oountrr malting an agree111ent 
vlth Ruee1a concerning mangane11, 

~ 49 

u. S. A. , Great Bri ta1n and France are all iMport ere 
or manganeee, largely trom Russia. The preeent and 
potential euppliee from other eouroee (euoh a1 Brazll 
and Cuba) need to be 1nveetigated with particular 
reterence to preeent oapacitJ and the time and aoner 
required to 1noreaee auppl1ee froa theea other 
eouroee. It ia &lao 1aportant to knov hov •uu11 
aonthe eupplJ of manganese ia nov etooked in the 
U. 8. A., Great Britain and France and vbetller theee 
etooka are adequate to bridge onr a period during 
vb1oh Ruuian euppliea alght be shut ott. llh1le the 
U. S. A. m1gbt be able to aeet ita current requ1reaentl 
froa Brazil and Cuba, euob action a1ght ah1ft the 
detic iencr to Great Britain and Franca. 

General Consideration•: 

l. As an alternative to a •moral embargo• aimed at 
complete vithholding of eabargoed metal• it mar be desirable 
to consider a acheme of rationing. Thia could be euper.iaed 
by t ht,.,;&ftde after an underetand1ng vith the U. s. 0o'1'ernment, 
under7t.ne amounts made available to any alngle country vu 
rutrioted to eome pre-var baa1e. 

2. Understanding reached v1th t he trade vill be aubJect 
at aoae t ime to publio explanation. For example, t he aanage­
cent of Cliaax HolJbdenua vill preeuaablJ be called U9on to 
explain to the etookholdera the decline in export• of molJbdenua 
to Rueeia . Ie the ooapanr to ear tb1a vaa done at the requaat 
of the u. s. Oo'1'ernaent, and upon vbat bae11, - or 1a there 
an alternati'1'e form of exolanation to the public. No aatter 
how cont1dent1al t he information mar be regarded, the tact of 
a moral embargo will eoon be Jtnovn in trade channel•· 

Source• ot Information: 

In exiating o1roumatancea I recommend that Oovernaent 
aourcee of information be uaed to the tulleet extent betore 
aeking priTata induetrr tor t he facta . I euggeet that Har1'1k 
Vh1te and b1a d1'1'Uion posaiblJ with the help ot Ill'. ~ • 
nov working under Capt~n Puleaton'a d1r~otion, be ueed to 
collect and interpret the 1Atoraation. 
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Othtrt ot ut would be uaU.abl• tor 8110h oouultaUon aD4 
~doe at ••e•l4 dtdrablt. !be repona of tbl lhm1Uona 
Board are aa1d to oonta1D bado 1Dtoraauon on thn• aetala, 
end eoat ot thttt repon• art alrtadJ 1D tbl !rtatlll'1, OD 
u1tt1ng etooll:a of aangutte 1D th11 oountl'J tht .t.aer1oan 
Iron and Steel IntUtute 1t probahl7 tht beat aourot. 

Intoraauon aott urgentlJ rtQu1rtd oonotrnt a&Dgantte. 
I vould bt 1nol1nl4 to tuapend turthtr aot1on on 1 aoral embargo• 
of etrateg1o aetalt unt11 .anganttt pot1t1on vat aatttatd. 
Ybatenr till ett1oao7 u4 r1tll:l or tbt 1 aoral eabargo1 a&J bt, 
it 11 olearlJ dtt1.rablt to ~~ a tull under atan41ng or 
international poa1t1on or tbt nrateg1o aetalt. ! hie oan bt 
Juat1r114 u pan or a preparl4nt .. progru. It 1a leu olear 
that 1t 11 tbt tunot1on ot tbt ~Uill'1 t o uaeable ad 
interpret thie 1ntoraat1on. 

\ 
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TO: 1. 11;, ';9 

:=s. ::.nr;:. 
••••••••~•~••-•••·••••••••••••••• ooouooo o oo o.oooo••••• •••oooooo·o o o o 

.: - .!"tl !.t.lj' t 

t;> . ~ . .. 

.;~ , Jr . 

fr011: IIR. COT!ON 

...,..·. .. .. 
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TREASURY DEPARTMENT 

INTIIt' OI'P!a COMMUNICATION 

Secretary Uorgenthau 

Jooeph P. Cot t on, Jr. 

Reo Colo;nbi an debt. 

DATK 

251 

DeeGber 13, 1939 

llr· Trapbasen called ce tbis corning to sq that , •• a result 

of J.3 ccet1n& with Jaraaill= and TUr'OOT in r.u~J.c,;ton l&st ucl< r.ne 

' :.etin& which bo nrranged yesterdq in NL• t ork to haTe the ceet 

the e:.ecutivo e.,.,.ittee of the Bo!XIholdera' CouneU, the couneU !u:.s 

o,.,.U..tod on • irreducible cin1cuc" in connection v.itb eJr1 edjuatcent 

of t ho Colo:>binn debt . ur . Traphagen "ould lll<e to como t o r.asbilijlton 

to coe you porsonaJ.zy in order t o inform you or Ule sitUAtion e1 t ber 

/ r:,urcday, Friday or Sat urday of t his week - preferobl,y Fr1doy . He 

•ould prefer t o see you personalzy rather than the COOQ1ttee consistin& 

or :.:r. J onoa , wr. r.elles and yourself. He would like to expl.IW> the 

<it...,tion t o you before c"""".micati n& the •irreducible lliniJI=" to the 

C~l010b~ , beuuse be sees lltt.le reason for so doinl; unless the 

Co,uo.cU could be ataured of t he be.cking of tbe eovorn:oeat in t.hl.s 

position. 

I told him I would co~ccte t he above to you and eel.l ~ 

back aa soon se pos s ible . 

Regraded Uclassified



TREASURY DEPARTMENT ~-
INTER 01'1'1CK COMMUNICATlON f ./ 252 

to Secre ta%'1 Morpa~'-o 

STRICTLY CONFIOtNTlJ\L 
- l(r. Coehrul 

The Cou>e4i81l IC1Jl1ohr tallte4 with • 1>7 hlephoae at 12110 tblo llOOil. 
so otate<l that Oolonol Balo~oa would bo hero oa Deceebor 20. Since blo 

t iEl 1o abDrt, blo ochadlllo oalllllc tor doparhro 1>7 pl81lo about 4 o 'clock 

In tho att e raoOII, anor arriwiac •lilT Ill tbo aldtorellOOil, u .... dooirod to 

ltOI'D whet her thuo ohollld lie & ......_....t tor a OOIITtrl&tlOil at tbo 

trtaour'1 bef ore o.r &ner the luacbeOil tillich tho Socrot&rT la clwiac bore 

tor Colonel llalo~oa all4 tho Mialahr, 'IIIIo• I roaiAdl<l tho Mllllotor that 

In hh COliYOrNUOil with the SocretllJ'7 a few 4a7o aco tho doclaioa - ....... 

lett to the Ct.lliiAiuo a• ~o IObet.hor ~hq prottrrod to lUIICil at tho SecrotllJ'7't 

ruldence, in tha OTOnt that no pv.bl1olt7 obDIIld be elTOn their Titlt, or at 

tbo Treaanry, tbo Mlnio~er aa14 be bod intoNOd the Seerotal')''o prlnh 

oocrttarr ~hat ~'7 -ro aot -.aToriac to bop ~be wiolt oontld111tlal all4 

wuld be p od to - t o the 'i'rMnl')'. 

'i!he l!iAio~or o:zplaiDed ~hat ~hq bed 110 opocltlc t[UOtlOilt or 111171hlac 

to elk of SocrotllJ'7 Morpntbau. fho -.!.a pv.rpotO ..,.. to beco110 acqualllted. 

Colonel Balaton alcbt bo acccmpanlod 1>7 Dr. Olartr:. Tho Minlohr will lntora 

u detlaltel7 later. 

Shortl7 attor tallr1J1C Yitb the t'a,.dha Mlniotor, I reported aT con­

nroatlon to tho 8ocntllJ'7 ..,., bod • call back tho IUniotor obor tl7 before 

1 o1clock, and toll hla that tho beet tiM for an 0%1111414 COIITOra&tlon vollld 

bt lr:medi&tol7 &.thr tho lUilCboon. 

1'be l!lnil\or raltl<l tho tvtbor qwotUon ao to a co-loatioll t o the 

preu. Re I'IICPitl<l that ho dratt aoMtbl.ac alone '""'ral llnto which collld 

bo cl ven ou t all4 tbd ha the nlloalt blo dratt t o ua. I told bla that lt 
to lele!lbcDOd .. anor hlo ~ .. finiobod I volll4 ... that ... co~ to­

Ctlbtr ri tb hla. 
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TREASURY DEPARTMENT~_. 
INTO OF'F1CE COMNUNICA'I'lON f 

llr , Ooobru 

() 

DAft »eo.be 13, 1939 

253 
STRICTLY CONFIDENTIAL 

.lot 4o•G1oolt the leoret&r7 r eco1 ... 4llr, lC, P, OileD, Wr, Cocllrall ...,4 
):r, Cotton ,..ro JOr .. at, Mr. OileD reed. t o the leoretar;r, ..,4 ~4 to 
bill. tho cop;r, ot a -r1t.11dma prort41llc the 1DforaUoD with reopeot to 
Chlceao productlOD &D4 export .of tlm&oten &!ell the Sacrttar:r lla4 r.,_ 
queoto4 oODe 4a:ro "CC• It eppee.re4 t'bat onl:r a 'bollt },000 tono per ...,_ 
lllj;ht be an.J.la'b1e tor export to till tl'nlte4 StatiO, tinct tho otllor • • 
ple~4 tor 'barto~ to .Bnooia or tor oale to 111&1&114 or Jrauce, alter 1ooa1 
en4o were tabn oaze of. ~ Saoretarr &&14 to llr. Ollan tl:at tllio 
eater l&l mcM 'be a4a till 'balio for a lo&l1 ..,re eaoll.T tl:ao u... Chen ro­
earko4 about tho -u aacnmt, calculatin& that at $111oo per ton a loaD ot 
onl:r beheeo $11,000,000 &D4 $5,000,000 coul4 'be t1..,...4 on. !lte Secretar;r 
told t het tllio -t • • e-tlliq. 

fho Socretar:r then roferre4 to tho 1ht which Ill-, Chan hod ll&Dc1o4 hi• 
on hh laot Yhit, and which the Secretar:r had pauod on to tho Preaident , 
n.e Secr etar:r IU&IIOted t'bat the Cllineoo .t.a'baoea4or , who hot not ooon tho 
Preel dont oinoe Sept•'ber 8, aok for an appoint•011t and ot~ with tho 
Preel dent unt il he talked lla i nto 4oing oomotlllng tor China ' o urgent noedo, 
Ee told Chen thot the JiAnioll Kiniohr Prooope ho4 tollo,..d thio pollo:r 
ouccoutull:r, eo eT14enced 'b7 tho $10,000,000 lo&l1 which bat Juot 'boon 
arranged. 

llr, Chon lla4 tall<84 w1 til tho PreoidOilt ot .t.aeriOI!I llo1alo 1n repr4 
to s ino , ..,4 llao llo4 inotrucUoDo to bl>)' an 1ncreaoe4 quanU t)' thereof, 'bnt 
ll>t !rat not )'It a4a 11>:1 ~nh, parUcularl:r 'booeuao ot tho Ill&!> 
price. 
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TO 

"''"' 

TREASURY DEPARTMENT 

INTER OF'FlCE COMMUNICATION 

OATC 

Secretary Worgentb.u 

1.\r , Cochran STRICTLY. CONFIDENTIAL 
At ) : ji) thio &!ternoon the Seoretary received the Belgian .I.Jnbataadcr 

In .;uh1ne ton and W, 'l'heunio, who 1a here ae ' .U.heuadcr a t I.e.rge' for 
;elgium, and who hao i n the paot Thited t he United Stetoo on ft.l'iouo 
mulono and held illlportant poato in the Bel.ci&D 0oYOl'llllltnt, lncludlng 
t!l>t ot lliohter of J'l.nance. Yr. Cochran • o alao pro .. nt , 

llr. Tbe-.1111o explained that he ::erely whhed t o pe.y hie reopech. 
1' t~d b .. n thou&ht ac-u ... ago that 1t aight be wall tor ooco 3el&i&> 
'o • ..,. to tho United States who • o !aalllar with tho econOGic •1tll&tlon 
!o ~elciwo and who could apeak on this ao wall as study tho berle&n 
altuatlon, IJr, 'l'heuni o r eminded the Secretary that ho had ThlteO. the 
~nHe4 Statu to ot!ect the Belgian debt u!undlug aqeGent , tollowin& 
after tho Britlah, and unfortunately haYi ng to p&y a rate or intereat 
w!!ich hat been found too high. He contraeted t r.at rate nt interee( with 
t he pruent coot of 1110ney, 

!.!r. Theunh otreued the bardehipo now be ins l.mpooed lljlon Belgi uc 
by the war, While Belgium baa an adY&nt&&eouo pooition in time o! poace, 
favorins it ao a tradlnc country, thio oame pooition of ao oa<ll a 
co\Uitry reacto greatly to its dlo&dvantage during a war oueh ac this 
w!!ore it h between two deT1lo tlgbting and the deep oaa which llritaizl 
controlo , l!e aaid that the port ot Anturp had euttored hedly, •• re­
sult ot the alliod bl ocll:ada and Belgiua h haYing IIIUCh dlttlcult;y in 
procuring raw ID&Uri&lo . He aaid thet while the l!rH h h had bald Ill' 
!or a few weok't cer~a1n 't'eOOOle brin&ing .Uerican c~Uon to Belgi=, 
l'rancl> hoc! not onlJ' talotn cuch vo ooelo into the Port of l!&rre, but had 
oceuall;y conthcated t ho cotton wi thout cal<iD4I any payaent therefor, He 
tal"<! the Bolgi.an OonJ'ftllent had proteoted, but inetfecUYOl;y, "'Dl3t C&D 

n reall;y do , when we Belgians are ao ,,_thotlc ao tho .t.::ericano with 
t~e allied cauae. • 

!he llinbtor oaid that the Secretary o! the Traour:r .. ~u.ld reelhe 
w!!at a problea hio colle&&Ue 1n l!elgiua beo in mootlne; tho be4rJ. e~en41-
ture for keep1nc Eoo 000 men under color•, while autter1D& a ]..a.U 

Income !rora paralyoad ohippizlg and buaineu. II. Tbeunlt mentioned the 
problt~Do or tho Natherlando ao being equally oeriou~ with thoa~i~ 
Bol&ium, tho Port of Rotterdaa eut!ering oven ~oro. rromta ~lat c~untrieo 
otandpoint, Swihnland bad an eaoi~r problera than t:•:;.. :,;,talno af!or d ' 
hcauu ot the natural protection which tho Rhi no an 
Swlt:erland. 
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!be Seer~ aakM ,._e lelcl• .. o'bw'•"ll - lfta -· 11. 
fhOOolli• ~4 PN'~ o1 \Ide - troa heMe, 'llllle ~- 1e -. 
tl>iPpK ooel to heMe. lie &dUd. U>et - M\allm'cloal cob -
bt1D ob\a1DI4 froe ~. 'lnlt tbat ~ luhh oe e'b\aieie& 
aurlalo froe llelclu '1111o11 ~4 wlU ut perelt :lelcl• to bo•• &Dd .. u to ~. '!1111 oo~~plloatee llllcl•'• pro'blle 'flr7 
iNCh. ~ .. UoDI4 b7 the Seoret&r)' ae to _, •t•rlale 0erM:D7 
noedo4 eoot, II. Th.-1• thlnl&bt her foo4 wppllu UI!Pll tor -
11111. Tho ~"&teet ,. .. , •• for •terltJ.e "'oh •• copper, MPII'"eoo 
ao4 Yt.rlOUI Mtall re~4 1a 1t11l allo:ra. le 414 Dot thlnl< .... ala 
oboul4 aoreall:r prorllll food.etuffe fo.r eJport to Clll'llt.P1, 'bllt ..aittell 
1! thlo .. -4 to 'be a DICIIII&I'T uUOII&l polic:r, tile ..... ~an. '001114 
olllpl:r eJI)Crt the foc4 ac4 let thelr O'WD people etarYI ao thq ba'fl 
1o tbo paat - 41alr1Jic forelp exnbanp aa4 ••111111 _, u..r.-
!or. !h....Ue co'lllll DOt bllil'fe tbat lltllr •• b&ppJ' O'flr hie partDer­
tl>iP nth SWlill. .A.t \Ide pout tha l!elclan .A.ebaaeellor rearb4 \bat 
bl ball wor4 throll&l> Ital:r tbat 1011t IMDt ill Clll'llt.P1 •• aa:rthilll ba$ 
!anreble to the pr11111t oo110ec\IOD with lluela. !he .A.ebaeeellor t.h1PI<e 
that .arloua factor• cln a hope for peace ill U>e IPrilll• !heomia 
rocelle4 that darilll hie ~ coDTer•UoD nth lltlor, wblch _. tor 
!IYO edllutu two J'l&l'• aco. thl:r f0111l4 thl:r ball oee • ....,,. hltrell, 
..... 1,., that -lut llolehl'fl•. 
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TREASURY DEPARTMENT 

INTER OFFICE CONNUNICATION 

DATE Doeoobor 1}, 1939 

ro Socrot&rT Morpnta-. 

?56 

'!'he Seeret&rT opolto to .. at 9100 o1oloclc t h1o .. rnlnc al>out the !allure 
ot tbe lblk of bclu4 to -horiso ~~ J'odoro.J. !!eae,..,. Julr: o! lev Torlt, la 

111 eebltUU ootUDC llP ~ opaclal aecoUDt, to pendt coD!14ontlal acoou 
theroto t o tho S.cret&rT of t~ ~. u apeelf lcal17 proaho4 la ~~ .. ._ 

'"'" tro:o the ChaDcoUor of tluo bc~qur whlch vaa 4olhoro4 to tho Soeret&rT 
on Octol>tr }0, 1939, ~ Jlr, Pinout, TU Socreta17 t~D tolophonod Gonnor 
!!Arrloon at t~ Carlton llotel. Oonrnor llarr1oon told the Socrotary th$t 1\ 

vj\11 bh undorotandiJIC, partieul.arl7 a!tor talltin& rltb Moure. Stewart an4 
Cochran, I hot he ohoW.d &O ahead and accept tho :Sank o! En& land aceount, onn 
It prior a.rTIJZIC"'BO.nto wero not udo rltb h1a 'b)' the :Sank o! heJ,an4 to ciYt t~ 
! ocrol&.r7 aocou t~roto, Be t haucbt froa bio oorller 'II.D4oratan41JIC rlth tho 
Stcrola:y am troa h1a roc>ont Ialka vith tbo Secrot&171 a ualat&Dto t~t tho 
~roaour7 boll. alroaq cabled London la roprd. to t~ con41UoD la quaUon, aad 
tl:at II ""' thil Dopan .... t 1o taolt t o raind tho :SrlUob ot thoir 'Wider\atiac, 
u cO<C""'-'lieate4 t o tho 'rroae.u'T tbrO'QCh Ptnoont. 

Alter th1e OODYor .. tlon, I .ao dlrootod b7 the Secrotar,r to beYO Mr. PlDaont 

co ... to the TroUU7 u eoon lUI poadblo and to dollnr to hi• a •••ae• froa 
th> Secretary, 

' I CAlled. llr. Plaeont at hh honu at 9115 and aabd h1a to co.:>e aDi ooo • 
at »co. Be aatd ~ .ao DOt C[llito ro34T wt would eoao dow ao aoo11. u ho 
coUld. l!e rea1nded M that ~ had throe or f our thiJICI to tolto up vi th ua an4 
••~•4 1 t he could '" Y&lhr Sto..n thlt aornin&· I t old hia that "" ..,.t 
rlrt t clear tho -tt•r on which I viohtd to oee bbl. 

~(r, Pluont arrlftcl ebortl7 attor 10100 o1oloelc. I t old hlm th&t tho 
c&b\a~ o! Doctaber 6 froa tho Bank o! ~~ to tho J'od.eral ReoorYO :Sank ot 
>ev Yorl:, oottlDC llP the opoclal accCIWit o! t ho Bank of ~~land, clld not co11.tain 
.., lllt borhntion for t~ Socrot&r7 of t~ \'rea-=7 t o han porooDlll lllld con­

!Uut!al aoceu t~reto , ao had been 4e!laltol7 proDiotd 1:1 t ho ""'""«" froa 
t~ Ch=eellor ot tu Sloo!Mqur 11hioh PiaaoDt had 4ellnro4 to u on October }0. 

I t h>vod Platen\ a 0op7 of t hio ••ea&e• and ho hlld lo hio brlt! caae a Cop7 of 
tho C31>legram f r oa t~ JrlUeb J'oroip Office to tho E!l'baao:r upoD wblcb th1o 
noto vno haoed. I t ol4 Pbeent that tho Secretary vaa 411.,ppobte4 boeClao t hlo 
&rrOll(:o,.,nt had not been carried out, Be toll th&t tho &eccWit ohould not ~" 
been opened vithou\ \bio polat btiliC oonrod 1n the loatruotloDo. l'urthtraoro, 
~~ Socretar,r bM laotruoted M t o aolt Plaont to tolephooo London ani cet tbh 

t.at\or 11ofb1to17 otndcl>toned out befort t ho Secrotar.r ~ ro:l::-rl:~hJI4&1n• 
Plount otata4 t hat th1e .,.., ban beaD ol~ an onralcl>t •7 t • 
&:>thorltho, am ho _.. .,..... 1t coW.d be proooptl7 odJulttcl alDce oo clt!Wto .., 

""-iortoltllljl had botD rooelftd troe tho !r1Ual> Chancellor of t ho E:xchtqaar. 
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Vbo• ~ otato4 tbat U ,.. bio pracUoo 110t to uo tba tolophou t o tbe , ..._ 

IJI x,oD4on, 11114 tbat ba 'U4erotoo4 tba Aab&ooa4or wu the 01017 oao lll tholr 11_ 

ta!>UobaiDt wbo w.o poN1Ua4 to tolopboao to Lcm4oa, I ottored. 0111' tol~hou 

r..:tUUOO 1t be 4oolre4 to •Ulloo tbea. llr. Plllo•t ace~h4 t llb ortor aa4 

1 put tllroucb a call for Ilia t o llr. YaJ.q ot the lrUloh 1'roaOVoJ7 (11111hllall 12311), 
aD4 Mr. Plnoollt opolco Yith bia at 11150. Wi t h the calll osn- troa tho rorol p 

orttco before lila, Pboollt l4ont1t1e4 tho •ooa&~ to Walor 11114 t oU lila tW the 

So<:rotarr of the ! roa OVT ,.. l{lllto l.llohtut tbet the l~>otraoUoll k l..U.to17 

, ,.., .. uto4 tr ... the lui< of Jaclu• to the rod.oral llooOOJ'TO lalllt of llov Tol'lt to 

pill toto ottect the part of the .,:roeMilt vlllch wu i4ellUtlo4, 11114 wbloll con.­

coroed tho cOilfld.ellUal accooo \o the acoCllDt b7 tho Secretarr ot the f ro&OVJ'. 

Valor prolllaocl Pboont to a ttollcl to tlllo aatter at o~~eo . 

Vhilo valtillc tor tho phOAo call t o co tllroueb, Pillooat aobcl 1t ho cov.l.cl 

dlscaoo OODI otvr aattoro. I t old lila thoro cov.l.4 be 110 diocuoion with tile 

Socrolarr wtUl t ll1o bull: accOllllt aathr ,.. cloarod. up, wt the\ be COA14 aoa.­

Uon ~hinc to ao that ho clooired.. • firot hand.ecl to ao the aUacllocl t ll1rcl 

ptroon a.oto, elated Docoabor 12, 1939, wbicll proTicleo a ._...., of tho .lllclo­
Jreoch fia.aiiCi al acroeaellt, to vll1ch Pl noonl reforrod. rooterclar ln 111o t oloplloa.o 

COOTOrl&tlOD with ao. PllliiD.t llo4 1101 701 rocolTod. tba tull ton of tho ac:roo­
oUI &Ad aokocl if I cov.l.d Mlco aftllablo to 111a a oopr of our tin o.o r oco lTod. 

troD Parlo. I proaioocl to 4o tll1o, loLl realllclod. 111a that 11 w.o probabl7 a 

translation , allcl oT1dont17 contained oo•• prbloo, 

l!r. PiaoeDI tholl aoncl to tbo nbJect of tl• dopo.rtllro of l!eooro, Vlllpa 

aod Gl!forcl tor LoD4on witllollt azq final otopo beiJIC tun tow.rd ll~clatlJIC 

Jr llloh owned 4ollar oe curlt ioo on tll1o aartet. I t old Piaoont that tho Socro­

tarr ho4 booll coac ornecl oTir t lllo and would want an o>pl aa.atioa troa P1aooat. 

The l.Aitor told ao that t here w re cono.ln pointo wbloh he clicl aol fool Ulco 

tlallor&tlJIC to ao wMil ho t old ao oftr tbe t olophoM laot Jridq OTODiiiC that 

t ho lvo c-ntloaea wore aallillc 'beck to 'bel•"" tho t oUorlJIC aol'll1llc. 

In the tiro\ place, Pbout aanrod. ao t hai Moooro. 11111pa &Ad Gifford ho.4 

boon ... t eltol'lleot 11114 oJIPhaUo la tlloir oablocruo rooo.,..ndiiiC that ftttinc of 

otC11ritloo be 110t 4ola;rod.. Ia l ow Tol'lt thor llo4 oonnlled ...riou boal<ero aD4 

tochniclano 01> t ll1a aul>Joct allcl recoiTod. l n porUoular l be Tin• o.t Mr. O.orc­

Yhllnor ot J, p , llorpA and C011p1117, vhloll wro to tbe otf oot that wbilo t be 

Tltllnc aipt ...,., 0 ._ troulllo , tll1o 1a a blu'4lo t bet .,., bt poooocl, 11114 thai 

It ohnv.l.d bt takaa. aa oooa aa poooiblo. 1'11ot la, Mr. Whitaor, wbooo opinion 

tht T1o1ton coaoid.ored. aoat Tlluablo be_. of h1o o>perioaoo 1a t hio '111111-

aeao, ac:rood. with tho TiiVI of Meoon. 11111pa 11114 Gifford, who llkovioo roalho4 

thtt t ho initial Teotillc alcbt f or a vb1lo cauao o ... apoot. 

Wlth oolllicloralllo hooitaaor, Mr.Piooont tban otatocl that wo .,., lr::aov that 

.b'baooodor l:onnod.r 11o4 - intluaco la t ho clocl oloa t o pootpono lila ftOt iiiC. 

Kr.~tADod.r 11a4 t&U:a4 wit.ll 11111.-. 1a lin Tol'lt 11114 11o4 aloe dl-uod tba abJocl 

wit h tho lrilloll •tl•orUioo 1a Loaclaa attor Wll1cba bed aallod. ~· l:o~ 
lhouD>t t hat tbo •aotillc at \1111 \lao ......tel be .,..., bo4. • 41cl llO ac:roo 
oln r odd ooaviU• oh.ould. bo IUaa 0,..r at t ho tlrot otop. 11o tllo~t o"'i!.,.~ 

•••.U muobor, porllapo, t w ntr ah.oul4 be Tooto4 to1~~.,:4:!111. t!!"'::! S=oll 
u that .t.abaatodor l:a,....q ,.. a nrr porrauin .,... • 
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roprooOJltaUfta """ 1184 oo• to .beri• 1184 loope4 to Mco~~plloh *'"' ..,,~ 
.. , u quiclrl7• 11114 llr. llb1_.. 1a paniftlar 1184 4 .. 1r.4 to r.hra "-'Molou• 
or tba uriou illuaa ot Ilia vita. lllooa \loa fMt ,.. \J'OQCIIt ~ t o "'" ia 

Jw tork that tbe :lriUall ottio1ale u Lo114oa wra hadtaUac to ..n "'' tbeir 
o!cd lA (&'for Of IU"}T 'fiiUIIC ( \U VOrf. haYiiiC hilA 1'10ein4 that OiDoo Yilt­

!"' 414 AOt blllo p!Mo Oil Deoaa'bar 9, 1\ COUld IIOt 'be U"ra~~Ced, at o&l'lillt, 

)tfor t n.co11bor JO) &114 tbn re&lill"C that Aa'ba .. lldor X.uoq W poril8po acre 

~~,..'"'' lA LoD4oa clll.r1DC tui.r a'boaaoe thaD t haT cOUld 'brlac t o 'baar tbroa&b 

ult&l' .... 10at •- )000 aileo • ...., • tloe)' lla4 taku tlla t'Lick 4aoloioa t o rotva 

t o Lo:cdon. 

l!r. Plnuat told ae t hat tho torocotnc n o ott tha rocor4, olnce 11a 41d 

ool 4o11ro t o pt alP<!. 'QP in cnu' .. uero. I t old Ilia, on tbe otber hand, that 

tht Socrotar)' lla4 tekoa a cr"l&t 1attreot i n ondoa'fOrlJIC to tacll1tah t ha • loll 

u4 arr.DPtAh of the BrlUth oxperio: that h t ~d a.atvall.T u ok aU 1n­

t0,....tlon tb#.t cOIIld be obta111H i n raprd to tha ci...,..taaceo atto..Uq thair 

departure• .At t hio po1at, llr, Piu111t ~ a Uttlo &114 a14 t hat porbapo tbe 

4tololon to rat~~n~ t o London 11&4, h a l&rp ext111t , 'boon doh .. IIIH before 

Mr. Ionnocl;r arri'fld 1a. Jlew York, Jr. eoatid..,tlal}T added tut tbe two Soot o!>.a 

thOU&ht tbey aipt han a c>loar th14 tor putUac acrooo their procna 1n Loa4oa 

4ur1D& the a'boaDCo of A=llatoa4or lollllo4,r troa Uo poot , 

l'.r. Piaooat 'br""C'Ct up 0111 quotloA. Jr. aa14 that Juot vben 1fh1&lla wu 
4oporUq be ._.ted that t bera vao reall)' ao Med tor hio coaiac 'back o1Aco be 

u4 Gl!torf. had IIOW 00 COllplati}T prepared the ....,; that the 11qul4otloa OOIIld be 

carried out Wld.ar tolacnphic iaotructloao troa Lon4on to !low Tort, wt..n oaco 1\ 

h 4oo14e4 upoa. P1noaat wao coDCeriiH onr thlo polat , o1DCo be feU that 1\ 

vao t ho taclt , . altho'llcb porhepo DOt tbe torul , Wld.orotandioc with the 'l'ro&IV)' 

tho\ a l!ritloh espari ohould bo u tbil eountr,. to OYorooo tbe 11(1&14ollon. I 
ttai.Jidod Ilia o f tu .. ._,., 41ocuooe4 &114 epprO'fed 1n ov lUMP&" ot na\le­

cr-a• vi th Loadon vi t h r eopoct to a brracb of a Cana41an b&llk in Iew York actlac 

• • the 11qu14oUac apnt. I told Ilia that I vao ouro the Secratar)' e:opechd to 
han 1o11e BriUoh or C&Aa41aa au t horit)' 011 ooouriUeo 111 Iow York who c01114 talk 

to uo on u:t probleao 1Aci4oat al to 11qu14atlon. I preferred, bo,....r, that 

PIDoent brloc t blo M \ter up with the S.cretar,. hlaoolt at tho~ nut opport1111lt)'. 

PlooeJit oa14 i t wao hio UA4orotn.n41oc tbat ttclullcal a4nce and urlllot au lounco 

lo l1qu14ot1JIC tho Brltioh oecuritloo could be !reel)' obtained and a44e4 that 

J . P. KorPI' and CollpiiiT ba4 'be~~~ coanlted lllportaatlT dviDC tbe 'fiolt of 
Xouro. llhlpaa ....,. Oittori. !be cruoUoa will lilllolT arlll OA l'lGOOllt 1 o nolt , 

lhere!ort•, u to wt..tbor be ahollld follow out hlo iDcUaatloa to ben the lriUob 

.l.abaota4or urpntlT cable Uo Ocftr-at to oea4 bMlt Yhlchao or 011'tor4 or a 
oucceooor to look after t be d1opooal of the oeouritleo , or wbethar we would bo 

oattatle4 with t he lillY Tort 'braaob of the Bank of Montreal tor'fiDC •• tho dopooltar,. 

ot t ho oeourltioo and obtain tba a .. iotaaca of llew Tort bal1ko in the actnal ool-

11Jic, all 11114or oa'bled iuti'QOUou tree Loa4oa . 'l'bo cootact with t he 'l'raaOVT 

-.ld thea be ph.-bl)' tbroucb the BriUeb I&Moq . 

Plnunt aloo broQ&bt up the quoUOII of Britloh COld oaleo t o u. i!o oa1:.,_ 
thot be ba4 cbeclllo4with Ooborao and lla4 touad tbat the Bank of ID&J.aad an4 the 
ot C&11114a ba4 ctna tlla Jo4oral l!ooorn Balik of lew Yor k at l oaot the ..... ,.....,. 

two d&T• notlc>o with reopeet to the U"ri'fal aa4 &alo of the $5() ,000, 000 cold ..:i~ 
"'•t 'llhl.cb tho Seoretar,. •ntloned to t ba Brltloh ropro oontatl'fH wt..a the)' 
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~ 1 toll Plueat .._ a M\loe ot a --a *,000,000 olll)IOIIIl _, 

aal• 11a4 'b- reool_... ~ llefon :re•krtllr· Je eaU lleM~r ao\hlac ,.._ 
'"'' 1 tol4 Ida \bat w Mit - o'bJeotel \o \lie \Mialo.J. tuer-llult otepe, 
11111 11a4 'bo .. .vprlMl \o - a eel.o of $50,000,000 of pl4 to ,.. Jut • \lie 
ut no\111& of OOC'IU'lUoo - poo\poul. !be later- .....U 11e 1 0 -
.. nr-117 tllal lila llrlUoh 11M Uollel \o toll u pl4 111111. pootpoM 11~4&\loo 
of lholr ooC1ttlUoo . Ploooo\ lllolt\ol Ilia\ oo nob 4oolo1oa bel -· \aaa. s. ol<plolntd 11>&1 ..,., if tllo noUJI& of "ovlUoo .... telo:o plaoo 1t will llo 
necoooar.r to ooo\1saa t o 41opooo of .... cold to aa, 'b~G~Qoo ooll1ac ot0Qrlt1oo 
10 oeol t bo tllll n¢r•oolo, fli'U'lac tl>&t lila l r1Uth will bon to opoad. 

1oo,000,000 p0W14o with u tu f lrot per of tllo wr, YOIIld 'IUIIbll.7 4oprooo tu 
0e=l 17 10&1'kot • 

Pln,.ol .... uoud that \lloro wu oo• 41ft1rol\7 oll'MI\7 vi\h r..,.ot t o 
tho accouat lo low Toft:, otKo of tlla f ov oftlclolo lllllthorhol to •S. .,_ . 
~"'' 11, oolT ou 1e nplar}T 11l low Ton:, tho other throo .oldac llao4-
qoartoro at Ot'-' S~ _, cllooclt aot 'bo olpiM 'b7 uq two of tlla oftlclola, 
11 lo noc .. llr7 after tllo offiolal. 11l low Toft: bat olpol, to oo1l4 \boo cboook to 
0111 .. !or lila IOCOM elpotvo. H lo hopK tho\ t h1o ~ t hort}T 'bo roMdlod. 

Kr . Pla.ooa.t doolrol to talk vitb Jlr, ltovort ollout tboo oolo of OOC'II1'itloo 
on ' " ' aorket, 'bv.t ICr. StOYIIrl a1l4 1 acroot tllat 110 Roll coa.nrtoUOD ohnl4 
bo bold. uotll after tho SocrotarT bat rooolnd P111-t. 
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CONFIDENTIAL 
'I!M foroip ·~ __ , 11M ._ a-- ot 1ot1ac cue\ _,., 11oo 

,.1- of o\trllac -...uou woo '""'l:r 1DOroaoo4 o\'tr ~\ of \he prOYio"O.o 

W• S\trlliiC ope""' a\ 3·91>-';/S 1>14 1a 1ft Tori<, Danae \ho 4q llotro wao a 

ran co-rc>lal - tor o\trUac Vhloll laol'OileA nl>l>er, Ua aa4 -..rl.q 0.,._ 

ctM>h Shortl:r at\tr aooa, \be ra\t wao qu\tA at 3•9~. 4\ that u .. \he 

roAtrtl I!Ai oo"o 11aD1< ot 1ft Tori< ro.,.l\'&4 u orll.or f,_ \bo Btlllt of I.at•la \o 

1oll tor l h aooO"O.a\ lo50li,OOO a\ 3·92 or \ot\tr. !1M 7t4trol 4lopooM ot 

~10,000 ud belA \be ro..alac ~11,000 tor Ullo-..Uo.a \oaorrow, ptt41ac .... 

!1,...\loo of \be o:u.ot _,.., ot o\trlillc \o 1>t ool4. .&bov.t al~toraooa, 

lho ra te otar\tA to aaoo ott ud it Olooo4 at 3· 93-3/4. 

Saltt ot opo\ o\trllac 1>7 t.ht fov.r ropor\illc 1>tllltt &114 tho ltll.orol I!Aioo"o 

llonk ot Now Torll: to\alo4 ~.227 ,000, t._ \bo toUtwiac oourcoo: 

B7 co .. rclal o.oncene ••• ••••••.••• •••••••• ••• ••••• • •• • ·' 

By foroip 1>u11:o (...,po, Jar .lao\ at4 So1l\b AMrloa),. ,, 

lly Joll.oral .Buono Jaak of low Torll: (tor laMa) . ... . .. ·~-=-~~ 
!o'-l. • • • 

Plo:d>utt ot opo\ o t .. lillc 011011lltt4 to ' 731,000, at la41cate4 bel ow: 

l roo t.ht tvaoTtr tiprto cl\'OD, aaltt ozcooll.od pv.rchaooo 1>1 11196,000 ao4 

It lo dltflo-..lt to ooDCl"O.II.t what 41opoo1Uoa wao -.4a of \bit ,_..t •• \bo ....., 

for tl"4 l>tlllto 4o ..,, .applJ' tlcuztt ahowlQC ollaDfltt la \boir owo otorllQC 

poGl \lono or otorllac traaoaoUono wl th other Ao.ootlo l>tllltt . 

TtttorAar, ·.,ntloa -• ..u la \be repor t t.htt tho :SrHlob Control vao 

pvcllaoiac o\trllac oottoa l>lUo at t.ht ottlolal rate of 4,02 lo a ooltetl .. 

lt.OI!llor. la nw ot t hh ~ l>f t.ht llrUlob Cootrol , H lt 1Dtorootla& to 

DOto ~' ~ t.ht roportlac 1>aa11:o 414 ..,, ooll .., oot\on b1Uo \o tho 

Control. 

'l'ho ra\t tor t.ht btlcl& ahowt4 cooal4tnl>lt otrtacth to4a1 &114 ~ro•t4 

to . 1651 froa flt\tr4q'o clooo ot .1~1/2. U wao repo~4 ~!t:: :" 
.., order 111 t.ht _, to po.rcbatt 350,000 l>olci&t• !!Uo o r, eo 

thlo e rll:ot, baA t.ht ottoot of 110rtac t.ht "'" hl&htr• 
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:rr.M tnua 
8a11Ura 
1or1 .. fraea 
c._,s ..... ll.arl 

2Gl 

bU.. HPOrt of lhullber ll, MDUOD waa ..U tlla\ u.a llul< of...._. 

eol4 $2,350,000 u pld. fraa Ua a...ari!M ••-•· T .. ~. u.a J.Ural 
a. .. ne lui< \raufarn& fna .U eo-• ot \U :lui< ot ...._ $2,25(1,000 \a 

1M • ......,., ot t11a Jh1nfa lui<. t.Jt1ac u.. .. w. •-uou ...,tllar, u 
appear• u.at .u Joal< at ....._ ,.... ..... col4. UilOaltM urea&. fn. u.. 
rialu4• :lui< eDl rel...- 1\e..,. coU loire, 1a o!Ur \a pre.tu \lot Ull&n 

lo pa¥ .. Jllllu&. 

Vo pnrolot ... \lot follow111C ..,uh of pll froa \118 o&I'IIOU'IIM eo-\e 

ot u.. li&DU I.JIIUoa\e<ll 

,000 froa tu Joal< ot lluieo 
t..- \M loUo-.1 Joal< ot hlc1-
!o\el 

!llo J.Ural J."ne Jult 111forMl "" tlla\ Ula leak ot lorwq elllppet 
$2,1105,000 1a pl4 \o U.o J.Ural J."ne :lui< ot - Tort, U.. Uopoal Uoa 

ot vhioh h 'llall:aolwa a\ tlla pre .. a\ \I.M. 

!Ito State Dlopar-•• fo.....u.l \a u a oaUo reoal'O'M froa Ula Morleu 
CooODlato hMral a\ 0\'-& o\a\lJIC _, \M Jut ot Joa\reel ola1ppa4 pU 

nl1104 a \ t}0.766 \a \lie Joal< at lloa\raal, -Tort. !lllo olal.,...\ wU1 M 

oolt \o U.. 11. 1 • .&a~ Otfloe, 

!lie Loa4oa flsU& pno .. for epo\ n4 fornJ'l oUwr "" 23-1/IA u4 
2)-11/164, ro .... u .. JT, -. 1/lit for ...., uUWJ7• t» 11, s . et"l•alo•h 

.,.N li1.511 eDl .. 1.3"· -..q eM.._,. pr1 .. for foret.ca ollwr wu­
•buce4 a\ 34-3/1¥• !be !rM.aJ7'• prl .. wu aloe cohnpf a\ 351• 

1a - To,_, .. _.. t.v ,.... ... of oU"r w\ollJIC 275,000 -· 
u4or U.. 111nr PuellaM .te\, .&11 of \Ilia oU"r •• - p......,Uoa boa 

tore1p -'ri•• eDl u vaa parolotael 'J u for ferarl ull"JJ• 
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STATEMENT BY SECRETARY UORGENTIIAU 

Appropriations under the Treasury Department, as set 

rorth 1n the 1941 Budget, mey be class1!1ed as rono~1s: 

(a) Annual appropriations !or operating 

expenses or the Department; 

(b) Annual appropriations !or non-operating 

expenses of the Department, Including 

internal revenue and customs refunds; 

(c) Inde!tnite appropriations and trust !unds; 

and 

(d) Interest on and retirements or the public 

debt payable rrom ordinary receipts . 
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With reference to the !irst class, Which covers the 

annual appropriations tor operating expenses, it should 

be explained that the estiwates now be!ore thi s Committee 

do not include the additional requirecents or the coast 

Guard to meet extraordinary expenditures estimated to be 

Incurred in 1941 in connection with the enforcement ot 

neutrality under tbe President' s proclamati on ot september 

8, 1939 . such additional requirements are now being 

reviewed by the Bureau o! the Budget, and will , it ls 

understood, be separately considered by the Col!lll1ttee . A 

further exception should be noted with respect to the annual 

estimate tor salaries and expenses or the Procurement DiV1<H11
' .. 

Under plans recently developed, the scope ot work to be 

performed by this Division will be substantially tncreased . 
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The pr epar ation of the 1941 estinate for the Procurement 

Division , on the basis of such Increased operations , has 

involved considerable investigati on and study, rendering 

tt Impossible to include this item in the estimates now 

befor e your Comcittee . The estimate is now being considered 

by the Bureau of the Budget , however, and final a11o~1ance 

1s expected to be made within a fel7 days . 

Yii th the two exceptions noted , t he 1941 estimates 

or annual appropriations for operating expenses of the 

:epart roont aggregate about $146,881,000. The 

appropriations available in 1940 for operating expenses, 

(excl usive of the Procurement Division and after deducting 

Sl4,598 ,000 provided fo r administrative expenses under 

the ~ergency Relief Act) aggregate $146, 186,000. 
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The 1941 estimates !or operating expenses , therefore, 

when compared with similar appropriati ons !or 1940, show 

a net increase or $695,000. 

The gross increase under t hi s class ot appropriations 

Includes the following rraJor items : 

Administrative Promotions 

The Bureau or the Budget has Instructed the Department 

to allocate in the 1941 esti mates sutficlent tunds ror the 

granting ot one-step administrative promotions , ~ithin the 

average ot the respective grades, to eli gible employees 

: 
who, on June 30, 1940, with respect to positions In grades 

\ . 

havi~ a mtnimUil salary ot $3,200 or above , shall not have 

received a promotion since June 30, 1936, or, with respect 

to post ttons 1n grades having a minimum salary or less 

than $3,200, shall not have r eceived a promotion stnce 

June 30, 19~ . 
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The gross amount reqUired by Treasury Bureaus to 

etrect this promotion program will be over $1 250 ooo I I I 

of which the bureaus will absorb $340,000 from lapses 

or savings . The remaining $910,000 ts being requested 

as spectrtc items or increase tn the appropriation 

estimates or the bureaus concerned . 

Permanent Work Performed ~ Emergency Employees 

under the Office or the secretary (incl uding the 

Personnel Division), the O!!ice of the Chie! Clerk, the 

Otfice or the General counsel, the O!tice or the 

Commissioner of Accounts and Deposits, ~~e O!!tce of 

the Treasurer of the United St ates, the Coast Guard, 

and the Secret Service , the Department is requesting 

!unds tor 152 permanent positions, with salaries totaling 

over $266,000, in lieu or positions now paid !rom 

emergency tundS. 
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Your CoDID!ttee 1s ranlltar, I belleve, W1th the 

situation with respect to the use or these ~rgency 

employees in the perron::ance or regular pemanent 

!unctions or Treasury l:R.n'eaus . This mtter was brought 

to your attention a year ago in connection With our 1940 

estimates . The Bureau or the Budget has again approved 

the inclusion or these positions ln our estlDates , and 

1 t Is my earnest hope that you 1f1.11 tim 1 t possl ble to 

accord them ravorable consideration. 

In thls connection I should llke to point out, 

as I have done upon prevtous occasions, that tbe duties 

ot the Treasury Oepartzent tnclude certain servtce 

!uncti ons, such as account~, d1sburs1ng, procurel!lent, 

and check clearance, wbtcb expand proportionatelY as tbe 

general activity or the Federal Governcent eJtPI!Dds. 
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In other words, IUlY inCrease ln tbe Government ' s operettons 

as a r.hole lS re!lected all!:ost l.t::ecUately tn one or .core 

branches or the Treasury . In recent years thls Increased 

burden O! pernanent l'fOrl: haS been borne 1n part through the 

te:::porary asslgm;:ent ·or such e=:erte!lcy personnel as coUld 

be e2.de l!:::edlately ava1lable . Obviously, such an arra.nge:r:ent 

ts undesirable and .molly unsatisfactory !ro~: the standpoint 

o! proper adm1n1strat1on, since lt Involves not only the 

problem or acqutrtng cot:petent personnel tn the !lrst Instance, 

but the !urther problen o~ reta1n1ng their services after 

ttey have been trained . 

With these !acts be!ore you, I hope that y-ou will 

recogntze the sttuatlon with whlcb we are raced, and that 

you '1\111 prov1 de us w1 th per:::enent personnel to do tbe 

Job . 
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D1v1s1on ~ Personnel 

An item or $185, 000 has been submitted to cover 

the gross personnel requirements or the proposed 

otvtsion or Personnel, to be established in accor<1ance 

Yith the Executive Or<1er o! June 24, 1938, 0! this 

amount, $26,000 represents new positions, tbe remainder 

consisting or the emergency positions previously rererred 

to and permanent personnel transferred rrom other bureaus 

or the Department . 

Contingent Expenses 

I cannot too stronglY urge your Committee's approval 

or an increase or $29, 000 requested under •contingent 

Expenses•. Th1s appropriation is the only source !rom 

which tunds are made available tor the equipment and 

supplies required by a number or rreasury bureaus . 
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It provides, in addition, tunds tor t he payment or 

certain r ecurring charges, such as el ectric current 

270 

, 

rent , travel and COmmUnication service . Thi s appropriation 

bas not been adequate in t he past to !lest the Departrmnt • s 

needs, and there have been occasi ons during recent ~onths 

when the laclc or funds t or the purchase or t hese contingency 

l tems has actually hampered the Oepartl:ent ' s operat ions . 

I trust , therefore , t hat your Committee will find it 

possible t o allow the $29 ,000 i ncrease which we have 

requested. 

Ot her Increases 

under t he Of f ice of the Treasurer of the uni t ed 

States , an increase of over $50 ,000 iS required to 

enable that office to handle an increased volume or 

account ing, s ecurity , check and cash transactions • 

• 
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:'!!:3 add! tlonal personnel Is ::a:ie necessary pr1nc1pally 

because or the large nu::::;ber or check clearances estt:::£ted 

to be handled . 

T~e estl=ate !or "Collecting the Internal ~e>enue• 

!r.c_·.!jes 2.."1 Increase c: s:388, 000 due t o the add!t!o::~al 

:l'.lt1es 1c;:>Osed u;x>n tl:et bureeu by t iE Vlnson- :'121::::311 

r.Ct and the ~:et1one.l· )e: ense i.Ct . 30th t!:e ccllect1on 

or excess Dr ortts taxes under ~~ J.cts ::entloned £nd the 

::r.:tH1ng o: leg-.J. p:::-oble::s a:-151~ 1n t!"le sc-o co:r:ectl.on 

; :urther 1nc:-eese or S50, 0JO :s be:ng reques:e:i b;- t=e 

:J:.u-eau o r Internal :teverue to ::eet a!!~1 t1onal re:;-Lre=ents 

or rented quarters In t!)e tteld . 
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under the appropriation • Public Debt Sel'T1ce• an 

1.11Crea5e or over $52,000 1s requested prtnc1pally ror 

tile purpose or· handling increased transactions relating 

to ;rotted States Savings BOn<is . 

'lbe Bureau of the Jllnt 1s requesting about Sl7 , 000 

tor additional departn:ental personnel, and $58, 000 tor 

the adjustcent of sala.rtes or certain tleld eoployees . 

~or tncreased production or coln.s an Item or $2M,OOO, 

:as been suliD1 tted, together w1 th a request tor $23, 500 

to proVide additional cecban1cal eQU1~nt 1n 1!1nt 

1nst1tut1ons . In addition, the estlete tor trenSPOrt1ng 

bullion and cotn 1s $285, 000 above tbB current year' s 

a;lpropr1at1on. 
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Coast Guard 

The estimates under Coast Guard include certain 

tte=s ~h!Ch in prior years have been separately submitted 

under the Light House Service, Department or Conmerce. 

In e~c1 tion, end w1 th t he approval or the Director or 

the Budget, it iS proposed to consolidate tVIO groups or 

~cast Guard appropr iations, one group covering "General 

~nses• or the Service, and the other covering 

•ctvtltan Employees" . Disregarding the necessary 

tddlttonal tunds allowed by the aureau or the Budget 

!~ t he 1941 estimates to meet increased actlvittes and 

~datory provisions or law, the consolidation or these 

appropriations Ylill make possible a saving or over 

$9€0, 000 . 
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However, i! the consolidation is not approved, and as 

a result it should hot be possible to operate a single, 

Integrated service , additional appropriations will have 

to be provided , and one or the principal purposes or the 

reorganization or the Light House and coast Guard services 

will have been defeated . 

For "Pay and Allowances, Coast Guard", the 1941 

estimate is $884, 000 above the 1940 appropriation. 

Practically all or this amount represents mandatory 

increases over which the service has no control. The 

item tor •special Projects, Light House service, Coast 

Guard" , shows a reduction or $130, 000 Wlder the 1940 !Wlds. 

Due to an increase 1n the retired list, $160, 000 additional 

1s requested ror "Reti red pay, Light House service, coast 

Guard" . 
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summarizing t he !oregotng Coast Guard ltens, and 

including certain non-recurring expenditures ror 

airplanes and construction, the total requested tor 

::oast Guard ln th.e est1::2.tes now be! ore your Coo:! ttee 

ror cons ideration ts approxuate!y $75,000 less t~an t!le 

appropriations !or the current !Iscal year. 

Reductions ln Operating Expense Items 

The !oregolng Items constitute t he ~~Jor increases 

in the estt~tes subclt ted b,y the several Bureaus ror 

operating expenses . They are orr-set to a considerable 

extent by those ttecs which tor 1941 reflect a reduction 

as CO!:!parad wtth the ezoounts avallable tor 1~. as 

!or example, (1) a reduction or $1,250,000 under 

"Salaries and Admintstratlve EXPenses tor Re!und1ng 

Frocesstn& and Related Taxes• ; 
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(2) a reduction or over $104, 000 1n the esttmate ror 

•collecting the Revenue rrom Customs•, to be 

acco~~:pl1shed through the curtailment or operations 

t:-.roughout the Customs Service wherever the circu::nstances 

nll pem!t ; (3) a reduction or over SSl, OOO under 

"Distinctive Paper ror United States Securities•; and 

(4) a reduction or $50, 000 under "Recoinage or Silver Coins• . 

Annual Appropriations tor Non-Operating ?Xpenses 

The esti mates or annual appropriations to meet 

non-operating expenses or the Departcent Include 

(a) $42 000 000 tor "Refunding Internal Revenue : ollect1ons•, 
I I • 

representing an Increase or $4, 000, 000 over the current 

yeer•s appropri ation r or thiS purpose; and 

(b) $14 , 200, 000 tor "Refunds and Drawbacks , custoJ:!S"' 

representing a reduction or $2, 800, 000 belolf t he ru:1ount 

appropriated ror the current year. 
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Indettntte Appropriations 

under the indefinite appropriation "Expenses ot Loans• 

(?ublic Debt Service) , an estimate or $4,032,420 Is 

suhmltted . Thts represents an Increase or about 

$437,000 above the 11m1tat1on tlxed tor the current year 

under this head, the add1 ttonal amount being due largely 

to Increased reimbursements t o the Post Ottlce Department 

and to Federal Reserve Banks Incident to the Issue and 

redenption or bonds by those agencies . 

Sinking~ 

and 

Interest ~ ~ Public Debt 

The Stnktng Fund will requtre $584,000,000 tor 1941' 

r $2 000 000 as compared with the revised an Increase o , , ' 

estimates ror 1940. 
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Tentative estimates or the i nterest on the Public 

oebt indicate that it will require $1, 120,000,000 ror 

1941, an increase or $70,000,000, as compared with the 

revised estimate tor 1940, the additional amount being 

necessary because of an increase in the estimated ~ount 

of obligations which will be outstanding. 

- - - - - - - - - -

ThiS concludes my general statement , Mr . Chairman . 

I believe I have covered, in a general way, the 

outstanding items or t he Treasury's esttmates for 1941. 

I can assure you that we have attempted to con!1ne our 

requirements to the minimum amounts which we believe t o 

be necessary tor the efficient operation or the Department . 
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The representatives or the various bureaus and 

dtvtstons will appear before you to present a complete 

justlttcation in support or their estimates . However, 

1! any addi tional expl anati on 1s desired, and you ~ill 

so advise me , I shall be pleased to see that the 

tn!ormation is promptly furnished . 
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Hello 

December 13, 1939. 280 
9:01 a.m. 

Operator: George Harruon. Go ahead. 

'f. · •. ~Tr : 

George 
··e.rr1son: 

~: . " . Jr : 

H. t• . Jr : 

"• ... 

l-' : 

r .l' . Jr : 

H,., . -.Tr: 

H: 

H: 

Hello. 

Eello . 

George? 

Good morning Henry. 

P.ow are you? 

Pirst rate, thank you • 

C~orge , I' m ve ry much u9set over t his re!usal or youre 
to the Secretary or the Treasury that he can't have the 
information in regard to t he Britiab account• . Sow I 
real1te that the author1u.t1on tro-. the Banlt o~ England 
has not oome through. 

Yes. 
On the other hand I thi nk you o ve got to real1•.e the t 
you and Eooles and I agreed aa to what the condition• 
would be when I decided that ~re would not me.lte it a 
t1Bcal agency aocount and let 1t go di reotly to you. 

Yes. 
And 9art ot the cond1 tiona wae that the Treasury would 
have aooe&G to those !iguree. 

Yes , but I think Henry you ' ll remember that I pointed 
out that I said each t ime I t alked to you a.nd to 
Ooohran and Hr. Stewart too, that ot course we'd have 
t o ge t perm1ss1on o! the Bank ot England. 

Granted. But t he no1nt that I'm malti ng is that the 
account should no t-have been opened until the condi­
tione Vh1oh you and Eccles and I had entered i nto 
had been tult1lled a hUndred per cent. 

lfell m,y underet&nd1ng or thJl t may be a bit wrong bui 
1 t ear• very de!1n1 t e with Stewart and Cochran f~h ..., 
tal.ked Wi th you too, that that would be arranse rou..,.. 
you and t he Br1t1ab eovernment. In tact Cochran told 
me that you cabled the Br1t1ah aovcrnment about it. 
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!i : 

?. : 

~ . '' .Jr: 

II : 

H: 

:t .r .Jr: 

1': 

H: 

H."."Tr: 

!! . l!.Jr: 

- 2 -

Well I didn ' t cable them­

Well somebody did. 

But - that 1a again correct but I - ba " 
th • thr SO c_ again , 

281 

ere a a ee cornered agreement, and I say until 
those conditions vera fulfilled the account ehouldn•t 
be opened. 

Well, you sec, I hed every reason t o believe thet you 
or your ot!1oera there .vere t aking the neceaaery eteps 
through the Bri tish Government. I don ' t thi nk there 
would be any questi on about i t, it somebody puts a 
spare under them. 

\1ell Cochran is going to do it thla morning. 

Yea. 

And I' m not goi ng t o see Pinsent again until t~o ae 
oondltiona are fulfilled. 

Yea, well I think -

But I still reel that you, Eoolea and I had an agreement -

Well I think - I ngree w1 th you Henry the t we had an 
agreement but I'm positive and the rooord would show it 
that I had t o condition mine upon the Bank of Engl and 
g1v1ng ooneent. 

Well nov, I'm not looking for more trouble than I got and 
I 'm keeping this for the next tventy-!our houre between 
you and me . 

Yea. 
lleoauae it I call thU Eoolea up he 'd simply come do"n 
like a ton or brioka. 

Yes. 
So I ' m not going to do it and I'm - Cochran ie in the 
rooo here nov. 

Yea. 
I tol d him I mean 1t' a Jue t the aat:te thing, 

~er i nto an ~greement vlth these men over be~ 
want t o eell their securiti es. 

I 
that 
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H.'t.Jr: 

H. ·'.Jr : 

~ . !!.Jr: 

1': 

!! . l! . ,Tr: 

H: 

- 3 - 2C2 
' 

Yea. 

And I tell them, •Gentlemen you ll'i ve us this infornation 
every day and :you' ve got 1:lY word 1t w111 not be releaaed 
unleea you give me your perm1eeion.• 

'!ea. 

Well I enter into a condition. Then if Prank of SEC 
wants a release , they could eay, ·~/ell we entered into 
i t with you•. 

Yea. Well I understood frankly I mnde a mietake in 
letting the Treasury agree with me . It would be much 
better tor that part or the arrangement to be conducted 
through you or your oen there . 

That' a correct. But the onl:y ;>oint I'a maldng George, 
ie, and all ot theBe things th11 t we do tor year a and 
years, it's a matter or confidence, a matter o! word 
ot mouth, and I Just think t ha t this condition would -
not having been fulfilled, I think that you should have 
said wait . 

~iell 
by everybody to be sure and get 

that account open. 

Now I want you to know Coe~~an doesn't agree with me. 

Yea, I thought it'd be moat important thing for ua and 
having been J~bed by everybod.y -

Well now George -

To be aura and got the account open. 

You put your self in my pla~e . 
The account 1s open -

Yee. 

The President aenda tor me this at~;;no~d~~.:a~t 
'Henry ~t iB the JUeeion aoooun 'h 1t • 
to say: •George !tarrUon von' t let oe ave • 

- I'm Ju•t living U? to What I 
Yell !!enry that un•t we all hAd. 
thought val a bargain 

but I - u know perfectly well that 
Aa a matter of tact Henry, yo 
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t.t . ~' •• Tr: 

!! .... Jr: 

:! : 

H: 

- ~-
what we are talking abo t 
putting you in the oro ~r now, and I thou~~t I was 
British are eoneerned ,Ptha~o~!tion as far as the 
baok and say why won, t you i to enable ~ou to e0 .,8 
1f the Bank won• t give lt t~ ;~u~s this permission 

~lell I'm-

"o~t I ' ve g1 ven you and I do v information about all th g1 e you, from time to t ine, 
that specific 1nformatio~8:88~~0~~~ an1~1it you ~ant Y 1 g~t 1. for you. 
llell now that ' s -

But you don't want me to tell you that. 

~o , but I dld want you to tell it to ne and tten r 
don•~ ask you , d&rn you. 

~!ell or course, I've always done that but I gat.hered 
from ~Y eon verse. tion with Cochran that what you ,;anted 
was a negat ! ve ans~rer so you could out a bomb unde~ 
those people, eo officially I give you the ne~et1ve 
ane~rer and 1f you want t he specific i nformation Henry 
I'll g ive 1t to you. · ' 

~I ell now look, I got it right here and I got 1t 1n 
writing , on the seal or t he British Eobassy. 

Yt~s . 

And her e i t 1s, e. oessage tron the ~nancellor or the 
Exchequer to the Secretary, United States, i t ' s on 
their stationery. "The Ctancellor o~ the ~xche00er 
wishe~ to conve;v to ::r. !!o~entl'.au hie personal 
thanks tor advice and assistance and to say he 
readily aceeots the oroooesl to ooen a anee1al account 
with t he Pederal Reserve Bank ot Nev York and agrees 
that Mr. l·!or genthau should personallY and confidentially 
have aocess to it. • !'ow what More do you >tnnt than thpt. 

tlell I th ink that - I think the Bank 16 the one that 
ought to g ive me the intomation. 

Well here it i s rrom the British Embassy, from Sir John 
Simon. 
Yes but theoretically the Chancellor hasn't anything to 
do wi th the Bank. 
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Oh my God., 

\'/ell I' m 1n 
llle to do i s 
It you wan t 
glad to get 

the ?OSition - I _ I think~ t t . wua you want 
o say no on the regular routine of it 

the informati on t his afternoon I'll b • 
it tor you. e 

\'I ell I' m going to show th1a thing to Pinaent th1e 
morning. 

Yeo. 

I ~ean , b~re i t ie signed October }Ot b on their 
stationery, sayi ng that I should have 1t . 

Yes . 

\'/ell he can show t h1o - P1nsent )'.nova about t h1a and 
I ' m going to tell him if t hey can't telephone, he 
should telephone from here and say that they shoul d 
instruc t you on th1s today. 

Well I think they should. Now frankly I took thi s up 
over a week ago wlth both Walter and Cochran. 

Yes . 

And told them I didn't want a Jam- I' d ge t the account 
open but it was understood between all or us that t he 
question of getti ng authoritY would be done t hrough -

Tber~'R no argument on that , I mean, Coc~xan - that's 
perfectly correct, but I Just - I take the different 
poe1 tion t hat you and I got a b&rg\~ and until t he 
conditions which you and I enter.dtfi'i Uved up to -
if I was here, Which I wasn' t or wasn't available, 
I would have said, well we won't open it. 

Well I understood on the othe r hand t hat everybodY' • 
in a hurry to get that account open. 

\lell with this thing of the Chancellor of the Exchequer 
I - you still want ins truotione from the Bank of England. 

I think so. 

Vbat1 
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Por the protection ot all of us, yes. 

Vall, I'm - unless -

:!€5 

Except that I again reiterate that I'll give you 
the i nformation as of thie afternoon if you want it. 

Well t hat's- that ' s what I - I wasn't going to eay­
ineiet, but I thought if I called you up and said 
"George I'd like to take a look at it, I wanted to 
hear you say I could have it•. 

Sure. Well, but I gave you t he other answer because 
I frankly thought , officially, t~at vas the ansver 
you wanted in order to get after the Bri t1sh. 

No . Well , Cochran's here and I 111 going to heve h1a 
eend for Pinsent immediately. 

Yea. 

And get that and one other thing While I have you on 
t he wire, have you bad any talks or did you have any 
talks with Whigham and Fleming before he left? 

•ro I did not. I bad one with Whigham, when he first 
called. 

Yea you don't know why they went back. 

No I do not. 

!leither do I. 
!'hank :rou. 
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Hello 

M.r. Lad.d. 

Hello 

Hello. 

Hello Henry. 

Yee. 

Deoe~ber 13 1939• 
9:18 a... ' 

ThU is Carl Lad.d . 

Good morning. 

Could I talk w1th you a minute? 

Sure . 

I'm very much concerned over this Farm Credit 
eituation. 

Yes. 

28S 

You know t hat the President apparently isn't even goi ng 
to have hie Committee meet, that Wallace has asked 
lUll to l eave or step down and that Black U going to 
be put in charge. 

Well Hill talked to me yesterday and I advised b 1m what 
to do. 

Yee . Ot course 1t mean• an avtul lot to us in the 
colleges, 1 t meane a lot t o thoee ot us llho are on 
the Tar1ous Farm Cred1 t Boarde in the D1atrict. 

Yea. 
An~ we just don't know how much to blow up, whether 
all to ree1gn, how muoh to blow up or What to do. 

Well ae tar aa I know I ' m the only person that's 
writ t en the President about it, and when I spoke to 
Myers and Babcock, oh two or three weeks ago, and 
told them What I had done, nei th~r of them '!eoed 
to know that I had had any part in 1t. I no• onl y 
wrote the President but I gave him a plan how to 
handle r arm Credit to oake H an i ndependent agencr. 
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What can we do to help with that plant 

I don ' t know. I don 't know 
on a strictly personal basi' ~told Hill yesterday, 
before he went over and I eeld e asked me what to do 
the President asked him to ~ not to resign unless o it in writing. 

Yes . 

llut I can't fight the Pre81dent I 
1

1
etter and give him my opinion ~d af:n write him a 

Pan and beyond that I can't gc. o give him a 

I - it comes to t here when he rea~:n!. once because Hill will come back 

Yea. 

We can get our finances in shape eo he can. 

Yea. 

But it Just seems too darned bad to hand this thing 
over to a Department where - you know what will 
happen to 1 t. 

11ell, I agree w1 th you and I - the day I heard about 
1t, t he next morning the Pres ident had it in wr•ting 
f~m~e. -

Yea. 

Now I can give it to him in writing and I can't go 
any tu.rther than t hat; 

Well I wondered 1r you - 1t' you aee anything that we 
can do . I reel very strongly about this Whole 
Department or Agriculture. I've been living with it 
nov ror aix years with the problem and the land grant 
cclleges all over the United States are Just t erribly 
upset, the relations are very bad, they're reeling 
very bl tter towards Wallace, and for all these thlnge 
that he ' s done, he ' a constantly centrali~lng more 
power ln trying to build up h1B own !)011 tical 
machine instead or playing loyal to hie Chief and to 
the party and it's j ust got to the point vhere I think 
the President ought t o know that the relnt1onsh1ps 
are terribly bad. 

Vall I don • t knov vhat your linea are but the war I 
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tell all these ~eople, I 
to ask - to see the Juat aay, would be tor you 

Pr esident youreelr . 

Well, would I ge t kicked out 1! I told him that . 

Well, i t would be in a worthy cause. 

(laugh a) Well , I dono t know I 
h ow quick to tight on 1 t whe ~her J~~i -/ don ' t know 
to tight or >Thether to t~ke i t layin 8

4 s t he t i me g own. 

Well I can't advise you b 
to· t1ght t h e President. ecauee I can• t advise anybody 

Sure. 

And wouldn't . 

Yes . 

I mean 1 t ' 6 one thing t o do vha t I ' ve done in a ~er­
t eotly formal manner to tile my protests. 

Yes. 

! don't knot~ anybody else that ' a done a s much. 

Yea , or course these beys have felt t hat their hands 
were tied. 

Whot 

B1ll and Babcock more or lese, because the stutr 
ia all ltept oont 1dential and they don ' t reel ! ree to 
eay anything ouch to other people. 

Well that len' t What Babcock told me . l!e said he vao 
going out t o organi~e Agriculture t o fight it. 

Well but I don't think he did . I think -

~I ell that's wba t he tol d me . 

I think they tel t t hat finallY that his hands were 
tied and he coul dn ' t - ot course we can tal k with h1n. 

\'ell wben I told him what I ' d done he said, 'Don't t• 
~orry, we're going to back you up a hundred per cen • 

Yea. 
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And now you tell oe he d'dn• t do ,. anything; . 

Well I haven't seen hi i more than I think; m n a week, he may have done 

t!ell he told me , don• t worr , 
an end ot t he limb, We're ~~i~eg ~~n ri hlet you out on 
and so on. g t and so torth 

Yes. 

I still oome back. I t h ink I 'm the only person who's 
spoken to the Pr esident . 

Yes . 

Ani'. ! dic:l !.1: f or.-.llly . 

\/ell I g'.Jees I see some things a way, aooe vaye 1n 
Which we can oove then. 

\/ell I mean !labcock was <'Oinl" to pu t up this great 
big tight, Hyers and ever ything else and where 1 e 1t. 

Yea . 

lfhs.t 1 s happened sinoe - it's three or tour weeks old 
now. 

Yes . 
And nothing happened. The President ooat likely didn't 
h8ar troo anybody except myeelt, he Just thought th1B 
was my tormer child and I was i nterested, he didn't 
hear trom anybody, O.K. 

Yea. 

And this 1s ~at the result ia. 

Well I guess that gives us what wo want HenrY· 

~/ell I don 't know what I gave you, but I know bow I 
reel. I • ve done my job and evidently nobody else has 

done his. 

Yea, well I guess 

Well I - yea, but 

Yea. 

it's up to the rest of us to 

it's moat likely too late. 

mo'te . 
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The ti~e to move was w~en th t tor Hill . e irat tioe l!all.Ace sent 

Yes . But, you know the Preside t 
which we sup!)Oeed uas going t o ~p•~~~inted a coo:~i ttee on thiS. 

\loll you don't kno>~ yet that 1t won' t . 
'oy h1B guns yes t erday and _ Ir !!111 stuo~ 

Well ot course i f t'\e oomm1 ttee 1e go1n .. to OJ>~re te 
why ~m don 1 t trant to start a th1no;. ' 

\lell -

That•o- 'out it the co~;ittee-

I never got any notice that ! ~ns on the co~tte~. 
I heard about the com;ittee 'out I vss never noti~1e~ . 

You ~reren ' t . 

Yes . All. r!.ght . ~lell thanks ever eo much Henry. 

Hell I don't kno>I what you ' re thanking ;e tor , but at 
least you l<no·.• where I a to.nd . I 1 m not going to change 
and I told Frosty Hill yesterday to stick by his guns 
and not to resign unless the President gave it to hio 

in writing. 

Yes . 
Nov, that vas ::JY a~v1ce , that's \I'IAt I ~!link he ou;ht 

to do . 
Yes. 
But I'd f i~~t and I'll st1ok by a y !rien~s . ! always 

ha-.re . 

That's right . 

Always ~rtll. 

Yes. 
'out I 
no"r. 

1-!aybe we ha-.ren' t shOwn good 
reckon nromQtlY we'd better 

Vall, don't ask me -

Judgment s1nee the st~rt, 
start 9rettr qu ick, 
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No, no. 

You oan always 1'1!'ld out , Carl , where I am and What I've 
done and I 1 ll alva,.a tell )'Ou. 

Yea. I apprec1ate 1t ver,. ouch Henry. 

O. JC. 

'!'hank you , goodbye. 
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'!ello 

Gove rnor Hill. 

'!ell?. 

Hello . 

Henr y 1-lorgent ha" . 

Yes, s ir. 

Wh~> t happened? 

Dece~ber 1) , 1))]. 
9:27 a . -:s . 

292 

Well I went o ver t o s ee !!r. llall~ce yea~erde.y 'l=ternoon. 
We had ~ulte a long dlscuas~on on the ~nole s i tuat ion. 
Hl e atti tude on the thin~ we e about this, that he 
hadn't asked the Pa r., Credit i n t he nrat place, that 
he waan• t very 1'us sy •,lhe t 'ler I atnyed over th~re now 
or not , but t ha t th e President or ao1:1ebody had asked 
l·lr. Br ownl o'" t o look i nto the aituation again M d 
tha t he had reaf f irmed his forner pos i t ion tha t he 
thoug.'lt it belonged wi th A~iculture and thr t he , the 
Secretary, I mean Secretar)l \lallnce f el t that l f i t 
1·1as to be over t here t hat he ought t o run it , wlth 
wh ioh I couldn't t ake ver y grea t exception. Bu t I 
told hi:n that I though t i n viett or all the ci r cumstnnees 
11' it was annronria te t hat I' d like to discuss the 
mat ter w1 th. 'the· Pl•esident before I took any final 
acti on. He conourret in that and tried t o arrange 
an appoin~ent -

I didn't bear, I ' m sorr)l . 

t/hat 1 s t hat? 

I d idn't be ar what you said . 

I told him that I thou,.ht , i n view o; e a~~ ~i:cus• the 
oiroums tances, that ! ' d verh m~ch ai~~n t t :Jat t?l~t •·as 
situation personal l )l ~i~h ~~~~ ~~~=olutel~ n~ obJec t i on 
in the oards. He sai d ~ i t would be heln~Jl or to 
to tha t, wo uld be gl a i t the \·n1tte !louse . 
try t o arrange an appoi~t~en~ taltnow whe ther I ' l l ge t 
He oalled St eve Earl y • on mor e or less 1naioat ed 
an appoi ntment or not , but he d tha t i t the President 
that as far a s he wa s concergo!C , bY hi o but as I say, . 
had changed hiS mind 1t was • • · ' 
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he hadn • t ulted tor 1t 
tuesy whether he had 1ta~~ hetwasn •t particularly 
be over there why he tel t ~0 t • but that 1t it vae to 
man that wae t o head 1 t a he oush t to name th 
vay t he t hing vas last. up. 'hll that• a about t hee 

But he didn • t ask t or ""ur •- rea1~ation. 

Yell, yea, he had i ndicated 
wanted 57 rea1gnat i on-vh1ch r·~idn~~·d i ndicated he 
h im betore I took any such otter. I told 
d1scues the whole thing w1thactth1onpaa that I'd vant to a realdent . 

Well, t hen you t ook my advice. 

That's right . 

So tar it's good. 

So tar I ' m atill over here. 

Yell Carl Ladd JuRt got through talki ng vith ce and 
wanted to know about this and that. I tol d him ...__t 
I had done . • .... 

Yea. 

And bow Bsboook ssid he'd - thla waa three or tour 
weeks ago, go out and tight so tortb and so on. 

Yea. 
Nov I underetand that Babcock basn ' t done anything. 
So I said, most likely the President haan•t beard 
trom any Farm organization• and he th1nka tha t thiS 

1a all right. 

Well t he - he muot have heard troo aoms. The Grange , 
I know, or a t least they told me, had sent ln reaolut1one 
on the thing. I know the Cooperative Counsel took 
aotion on the matter 1n t heir e~out1ve oo~ttee 
aeeting , last week , and I understood tbst a ~solution, 
a copy ot vh1oh they sent me , had gone to the President , 
and that very detinitely 1nd1oated their tnterest 1n 
the matter, and t he tact that they thought U should bil 
reeetabliahed. Tbe Farm Bureau, laet week, 1n Chicago, 
eort ot etraddled t he tenoe on the t hlng• FranklY 
there val quite a bit of aent1ment down t he line ln 
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!aTor or ~eetabl1a~ l t 
Their reeolut1on, ~~ ~~· ~~~ 1Dde~~dent ~-.~ey. 
r enee . T!'ley t al'{ed about •., ?r atracldled t.':e 
t he cooper a t1Te f ea tures ~~" !••- rab111tr o f reta 1 ~lng 
on a sou."ld baa1a and ~en Yen~· kee:;>1n;- 1t o:;>eMtt~ng 
be set up under an l~de~~deft ; ~edto •~st ~t tt 
t he!r lanauase v aa e!t!!;.r -,,. - '" ' . - e::-al :SOard, I • hlnk 
c losely correlated Y1 th -'"e-~n .:e ~t:ent o:-•- .,pa:~ent . oo t:et . 

!!1ll, you knov what Yalla ce d 
across a cert 1!1cate plan. oea vte~ ~e ~ts t o ~t 

Yes. 

You know how he organ~ ze s that . 

Yes . ,.es . 

lieU -

On t his F'aro Bureau thl:l,., o~ cou:-11e ~ ~dn · - • ra:lkl 
e xpect th a t they would , i ~d-'t' t t:-aillr er.~;ci tha t

1 

t he Pam Bureau would go dovn the Uoe on the th!.n: . 

\fell. I Just - i nterested, ll!ld ! told :~rl Ladd, r s f er 
as I know, I 1m t he onl ;v p~,.,.,~ >t":o ">Ut 1 t 1n ..,.,.1 ttn<' 

t o the Pres1dent . 

Ye s . 

And I gave h1n a pl an t oo. 

Yes, ye s . 

But I'd st1ck by oy ;u-, s ~~11 ~e ?res1den• asked 
you p er s onally t o r es! gn. 

Yell th.a t ' a vha t I had pl.a.n.Md on c!.o1n;. I ••an~ed t o 
go over and talk the vtole thl."\r" oTer , D'"" hl=> ny 
pol.n. t o r rtev on t h e t:h1Jl;r and 1nd1eate ~t t t e 
Secretary had aelted ror ,J rest£'1&t10~ L"d then asl: 
h 1!!1 1! t ha t's ,Oa t he had 1n oi.Dc!. . I :ellll · 

Yea. 1fhat abou t thU co=~uee t2:at vas ;::olng to stu~ 
t he thl.n.g. 

'lell. that , I vondered about that :oo. 

I • ve neTer h.ad any notice • 

Regraded Uclassified



- ·~ ·-· -. . ... . 

·-· 
~ : 

- .. ·-· . ... .. 

~ : 

- ·~ ·-· .. . ... . 

':: .,. ..... ..... . . . -. 

':' ~~ --· .. . . ~- . 

- 4 - 295 

~e1~er haTe I . I've had absolutely no notice on 
't.21; , and I got !'ror.t 1fal1Pce t'-at !lro~-nlov hac!. been 
~Olr:l and t hat he had discussed it J)resu:oebly V1 c, 
Yall.aee and presu:ubly vi t h the Pre81de.,t . 

~ eourse he ' s just nPrely rea!'~1~ed hle ~o~~~ 
pos~ ':1on on the thln<r ..-h1ch ! don • t k:!ov , ?::-ov:llo..­
ma..-.t>e dlscu as ed the natter with "'1-, 1t l oolts 11k e 
his - as tar a a I knoll' he ' s never been n•ar =~ ~re<!l t 
-I don ' t kno~ how ouch he even knova about t he 
operation. 

"os1; llltel:r he doesn• t ltnov an:ot.'lin; a~ut 1 t . 

! e.X":)ee; t!'l&: ' a r1mt. 
"tYO i..-,cl.es or it, that 
~. o!'le 111 

I ll.!!l qu1te certain t.. .... ..at t.~·:-e• s 
he ' s ~1ven ver:- llt:le atte"l:1on 

¥ell 1o"h;y don' ~ ;-ou ask to see !!rovnlo"' 

"t:e11 I t hou;t-t I o 1sht reach t hat cuesuon >rtth t he 
!'!"esld.ent . 

All. rlgtlt !'!111 , well good l •Jck. 

o T • 1ne ~ell I aoo reclste :-our int~rest 1n the 
.t~t.•r~ b;t I think it•s r1~; ~ t , the ?res1de~t 

..a · ' - s • rv 'oiallPce has 
:~ov, because the Secretary- ecre .a:. ,. , .. 
!!ld.!cated vall be no~e or leu put 1t t.!-• ''} •,. 

• d ne t l:ltt • r he could !<el t:.e 
pet between :-au an • ull·i ,... , t out >."!:• he ' d 
President bill ot goods on ;> no • · 
be pe~rectly ha,;>7 about it. 

Ul right . 

• 1n 'l'h'-"k •'lu tor c&ll1ng · 
:>. !:. ' e . ' 
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Dece~ber 13 193~ 
12:00 noon.' > • 

-:;. •• . J r: !!ello. 29G 

()?ere~or : !C". Sal t h . Go ahead. 

S: 

~ . , . .. J:-: 

S: 

5: 

- . .. . ,T~: 

S: 

Hsllo, Harold Smi th. 

'!ea. 

Xorgent~:.: . 

Yes. 

!'Vo thlnga , t!lree . ? i r e t how are yout 

P'l.ne . A llttle worried and a little overworked at 
~e •onent but s t i ll surviving. 

You have no monopoly on that . 

(laughs) 

! NEO v1ll l ool< Lnto that . 

or-t~t • e r 1gbt. 

¥bAt I ' ~ call 1ng up about 11 , oh I walked down w1th 
Henry Wallace. The President hna been suggesting we 
get t ogether r or months on t hU cer t1t1cate :pl an , 
tax plan. Nov Vallee~ asked \fhen he can cone before 
thle so-cal.led mone t ary grou:p, you xnow, yourself 

and Eccles. 

Yea . 
And Delano , and he'd Uke to have a heerLng. So I ae.1d, 
•sure , I ' U get tbe::> together. • So I ' o callinS you 
t o ltnov whether you can do 1t next !!onday or ':'Uesday. 

I th1Dlt so. Do you th1nlt that - 18 that the - good to 

go 1nto t h la th1ng1 

:~.!' . J .. : Well -
S: D14 the Pr ea1d.ent suggest that that group to beer llallacet 

-:: .Y •• Tr: 
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I haven ' t v1th the Preald 
the ll1Pre&s1on that he ~nt, but Wallace gave ,., 
opposed to lt 80 he ' d 1~~ eratood that grou;> vas 
them. " 8 t o have a chance to hear 

I aee. 

So I Bald -

Well 1t'a all right vlth Judgment en lt. me, I mean, Vhatever u your 

Vall -

I Just wondered. I h~dn · · tb ••fth 
wone.ered 1r you _ 10~ tho•:fthto~~abo~ht it. I Just 
r1ght grotro h h """' er • at vaa the 
that ld·~~r v.et er there v~a ao~e other - well 

oou "" pulled together. 

t/ell I don't knov of any other sroup that ve could 
add anybody to lt that you thought,on a hearing. 

Huh-huh. J•1st a quick question that I r a1eed and r 
don't have the answer to. 

lfell I tell you what let' a do . Supposing I say 
tentat1 vely ten o• clock l·!onda:r? 

All r1ght . 

And ve'll call up the others and find out if tt•e 
agreeable and 1! you have an:r after t houghts or 
anybody "''ho ought to be added let oe bow. 

Yea. All right , ten o 'clock Konday. 

!hat' a that . Nov the other thing U -

I, b:r the vay, do han a proposed legUlation vhlch I -
baa come clearance tnrough bere on thla ver:r certit1cat e 
th1ng . We wrote lt up to not cOQO!t the President 1n 
any vay but I have not signed U yet, rather I dld 
a1gn 1t and then changed m:r mlnd and held 1t up because 
I vu ah'a1d to let go of 1t, and u:rbe thls v11l hell! 

olear that up. 
Well was thla aooetblDS that caM over t'roo Agr1culturet 

Oh yea. Oh yea. 
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Yell nov, let oe Jus~ ~ 
blank 7eaterda7 When I-aa~nr7 Vallace t old ae oolot 
he eouldn' t gln 1 t to ~ h111 tor the detelis ,... t 
vorlted out 1n detail. :>e cause 1t hadn't been <;;:a 

Yell oa7be 1 t haa:t• t but 
eo:es tro2, Vbe~er it•s I don 't lalow V!:e~ t::!s '!>111 
Session or no~ 1t' s all a bangoYer tro:s ;l':e las· 
I lmov that• a ~xactl• ldu•t• I' U l ook 1t ov~r e:>t~ but 
p1an. 8 p.r.O!)ODed, th~ el!.:-:!!'teat-e 

Wall. 

Yes . 

! Just tho:ti)" t I'd tell J?U t".!lt . 

!~~-~~~: i von• t repeat 1 t. Juet t or ae. .Lne t h e 
• ~... a , ,oa N:!e::ber ~u and I ta.lkeC a'!>o:l" 

letting the Pr1X:ure:~en!: 1>1 nuon or the '!Has=T ~ .. 
for all t he Depart::e:~ts o ther t l'.an the - • • 

Yes. 

'far and ."aY7. 

Yes. 

And t h e7 ' r e ban~ a Uttle tough aledding ~7 ~ 
o-ver v1th ao:se or ~e bo78 dovn t he Une, and I Jan 
wanted to re:Und yo:t t!-_at thiS 11 one or ~e t>-•~;-s 
that I'o reallY ~:e~sted tn . 

Yes. Vell nov I ' ll tell you on t.'ult ve ' Ye !:ad a ='!>er 
of s e ssions and bearings and ve agree or cou.,....e , n ~., t~e 
principle or the thing and 1t'B Just a cuest !o~ or 
hov DI&Jl7 steps ve can take nov 1t you had tl:e v.. s1 t 
1n on &1l7 or 1t although I ' m su.re Grana hae a ~ry 
good rtev or t h e vbole picture nov. 

Yea. 
I thin:t 70U wuld. be e~nnnced tllat ve v~ ~l.l)g 
along. v1 th QraYSB nrettr much on tl:e sate alc!e or 1 t 

t or t!le oo:sent. !he oth er thlng 11 that 1t ::-__.,.• 
7ank1ng ooner out or the other bUdgeta &J>d ve got 
caugh t r a t h er late v1th that and ve • re tryln!;' to get 
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Yes . 

'9ut 1f Vha t you ~Te !.:l :UM -

It ' a pract1cs'Uy 1Js?oss!bl" to ..., t 1 t 
po1nt of Y!av by Jllllll.£!7 1, yn~ ,.,e . 
Graves about that . 

I have , that•e r.y l ' "> calllng )'OU. 
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don" tro:> our 
Yo~ • ve talked to 

tfell ve •ve done s~ut t'te ben ve can V1tll 1t. 

But don't e X'Oect us to :ro &.'"Ou.-:4 V1th our hat 1n our 
hand and aalt· these ot:ler De:parcente for t he coney 
because I' o not go~~ to do 1t. 

Yell ve•re g'01n& - JOU ' ll ha-re to sake ao::e tr&--:a!er a 
~ and ve • re go!.ng to ar.&nge t or that. 

Yell 1f you ar:-a:1.;e -

~at' s 1n the lev 82--eady , you aee' 

Yel l 1f you arrange f or i t ao that 1t co::ea under the 
Bu!iget, t hat ' a one tlllng, but don ' t ex;>ect ~:e t o ;;o 
around and a&J ?lease t o theee people. 

:<ro , no , ve • U ~e ca.~ or t ha t . 

Because I - I -
.111 sa1ea would be tra:ta!erred V1 th t !Je ap;>roTal or 
the Director o f C:e 3"-:.c---e• , ~at ue,s to be -

Yell 1f you ' l l do tt.at, tine, but I van: ed to o&ke .,,. 
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position beos u&e I •o not P01n~ arou~c and say, 11<1ster Ol'n you spare oe e dine? • 

!<o , that ' s r1~'1t , and Jo:e 1 \"e r eally a~nt an~:::_ l et 
o~ t!. ~.e on th1a ".ll tl- Graves a.:'\d ! :."ink ~-~:: YG"".l se~ 
1 t all s!"..aped u;> , :·oc ' ll ! ee l ~e • \"e ~'l::e ,:-~ ::r ~·el"' 
a!~e ::' al!. 

:·e:! : !'elt tho.t , on acc:our.: :>! yo-;: e r-e:-~e~:e ~ 
!--!!c!:1:""an , t t...nt you were Ju~: "lr e~!~'Jf!~ .. s: !.e a"t-::·.: : :~.At 
8.8 I. 

T~t'.t ' 8 r1sht . T},at ' s r1;;ht. 9u t one o~ : : e t ?".! :'l-s ve ' ,.~ 
founc and you , I \h1n:: , ~:-oulcl. :~o" :<:1• 1< ~a: 
Procure~ent D1\'1&1on has elnoat no e··t~ ~: ~~~.! !:ec·~t'n 
e.t al.l . \1o ' r e recoo .... eneln- en !ne:"te.te · c ::-~:- :~· · 
r eccuse t~e Procure~e~t D!.Vis1on eac no~ :e: : ~~ v~• · 
~=e vol une of these th!ng s ~e . 

Yes • 

?ine. 

Yes . 

We!_l , JuF.t e.e long as we gp t th~, au:~?::~t:-""';:: -~=-~ .. 
President t hrouo::-h you I' :> sst1s.:e~ ~~~-;=·· ._e:;.,~:::; • • 
:oe t o ;:o 'beyond vha t C!recJ;!ons • e. •· - yr.. - • -

::e•::-e- t:e•re not go1n; ~o e~berr•ar ro...: ! :l 

on ttat, I' n aure. 
.&.!l7 VZ,'f . . 

~ ~a~~ -et c~~~e r~t 
!:no~ how ~ene~ous o:r.~~ ~ ---Because you " 

are. 

(~a~~s) Oh do I . Yes. 

Yo" not anot~er : 1nute or a.~ y~~ : ow he.ve ~ .. 
terence? 

•- a. eo::-
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on $u1y 1st , ' ~1 vould be on 

Yea. 

'n:e abt retl:er . 

Yes. 

D1d you knov ehout thtat 
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J a.nua.....,. l , ' !;.o. 

Yell not exce.,t 1n Ter:r ~nera1 ten:a. 
to ~ a!>o-:J.t it. !:e d1dn' t t alk 

De :"'=1' l:::Dov "Ltere th1a 18 couo.; rro::t 

~. =· 
Yell ~t l ' s cio1n!l: 1a th1a. "• ...... 1 .. •y n1~ _ ;r, - · ~-:. 'l:'e'll 
seD<! J'Cl1 o•er our revenue eet1s.t.tea. 

All r1t;!lt. 

T!:eo !'"' go1."lg to vt-ite e Ter;r care!'Ul.l:o- vr1t~en and 
care~:!' thought out letter to \he ~ddent telling 
blD Yh! I think that t h1a 1a a ustate, - on t he debt . 

'!ea . 

Yell I don't know a thing about it exee?t J,st very 
rotmO! abou t va.y, I h eard tl'at Currie n.s vorkl.!lg on 
so:zeel.ng 1n connection v1tl: debt, a.~ te bas been 
b.....m1cg ce t or figures on t !:e oura12 eX?Sn:ilture• 
ror cext :year v!llch ve couldn ' t obrtoutly ;i Te bee&ute 
,. don't haft the!! yet, but b7 tJ:e end o r t!:e Yeek I 
th1.Dk ve V1l.l haTe thee in the rou;t. . I have Just 
two -::-e bo~ts t o clear rt th the ?res!dent. 

Yell-

ADd tbeD I can get t hose tigurea to 10"· 

Yea. 
ADd gl- you eoae idea vtta t thi• tbir-8 U all about . 

Yell 1 JUst happen t o be = ~~~=-~1~ ~~o~:: 
peopJ.e ~t ea..,• t oh,ang& , aDd I bft a def1.c1t 
a1.111on dol.l.ar• and r aue s . x 
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or !our 1 t make a ~our b1ll1on •oll• ... - • b 
'!'h ~ ~ • an~ y leou1n~ 

oMaa eur:-eney it c!oe~n • t na>:e 1t b -a it lese. 

Yes . 

I mean I Just e~~ · t - ! e~n • t see that k1nd o! 
ar1thmet1e. 

Yes . 

And nobody else • t 'l - l nean t~ey ' ll cell 1t 1: 1t ' e 
a ten n1111on doll•~ def1c1t - bu~~t, ! t ' • a :en 
m1ll1on doll£r : uc£t't no "'IPtter >:het"1er >:e "JBe '~'er, 
silver certlf!cetea o~ ~o~s currency • 

Ye& . t:cll : • ... e reec! so-c t~ .. 1n:- 1n t~e ;»a per e...~d : • ve 
heard vpr1ous k!:;c! o!" tr1cl:e c!1Bo, cred a."!c! 1r. ""::ereJ. 
I ttlnk tr.a t !t1£ tPd, ~·r~ape bad f1nanee P~d t2d 
pol1t1es to see~ t o be ~ull1r- ~1c~a . C.~ere'e elv~ye ­

there's al~a~s ~e,ercua~lons ~d you kno~ bet:cr t han r . 

~:ot only aren' t t!:e ~e ;:o 1n~ to be any here but we ' re 
~1nr; to lD.y 1: rlg!:t on t he l1ne as lone- as tr.e President 
asks ce t o g1 ve !:.in a."! anc~1er. 

Yea. 

Ar.d I'll sene! you a copy of 1t . 

All r1~t, fine . 

Thank you . 

":'hank you. 
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H.~.Jr: 
s. 
LewUohn: 

!!.M.Jr: 

L: 

!!.H.Jr: 

!leUo. 

Hell o , le th1e Mr. Morgenthau•e 

Vhot 

Rello,le t his v.r. Morgenthau•e 

lfo , 1B t hl e Mr. Levtaohn' 

L: Y ... 

!! .!!. Jr: But 

Deo.-ber 1', 1a'a 
1:1~ p.a. " n7• 

••oretar:r' 

eeoretarJ' 

Are 70U Mr. Morgenthau•a aeore tarJ' 

Operator: Juat a a1nute. 

~. l! .Jr: What 1B the matter' 

0; Oo ahead. 

F. .Y..Jr: Hello 

Lew1aobn: Hell o Renrr 

li . M.Jr: Yee. 

L: aaa. 

R. !!.Jr: Row are 1out 

L: I'a-ll, how are 7QU? 

H.V.Jr: Ver1 well. 

L: Renr1, I •" l1.ke to oo111e down and aee ;rou to::~orrow 
-• ttae. 

R.M. J r: tare, 11h1 not. 
L: Ooal4 I oou - what t1111e would eult ;rou, elenn 

o•olookt Or ten o'olook. How about ten o •olook' 

H.M.Jr: What ban 7011 got, 1noome tax trouble' 

L: ~batt 

R.~.Jr1 Got 1D- tu t .roublet 
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No, no , t hla ls so~et~lr; ent1rel.-• dllf'ere:'lt . 

No , t~~s 1s _ T• U t U: 
thl - ato 

s Colo~b1a" sltuatl~n. ~u about 1t, 1t•s _ 

Oh l 

Oh l 

For your o••n pr1 ""ete ec.,~ru:ntl ft '"' 
I see . 

To do &o~et~n~ - j uBt , ! vant 
81 tue.t~on. - to tell you t he 

~/ell nov I tel::. you Yl-.a t -
eleven o ' clock to~orroY. . • c~n ~o . I can ~e 1t 

Eleven o ' clock. 

Io t~~t all rl~t? 

l"1ne . Su it - I ' o takln::: t!'e a!~1:;:ht dol>'n and I ' ll 
be tltcre a t ele\"e:! o • clock • 

Ele\·en o ' clock :::y o!'!'1ce . 

Eleven o ' clock 1r. your o f'!'1ee . 

On the Colu=b!an -

\'ll'>a t1 

On t t.e Col~~an s1~:1on. 

Yes. But don • t - well I want :o Just talk :o you 
about 1t anC. tell you, aertu el·uatlon thl're . 

I >ton 1 t bllve :nore than six people he re l{nen you l'!'e 

here. 

Don • t han ::ore tl'.an etx and llllYbe Just us t>to . 

Well, tllat's klr.C. o!' dH!icult you know. You ' re 8 

susp1c1ous ~aeter • . 
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L: 

E'. ,, .J'r: 
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E.l!.Jr: 
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l!a, he, ~-

Vell , - by the v~ Ellie looted p.-e~ ~­
Yee , llhe • a fl~te . 

She had • good look1ng bat on. 

( laughs) I ee e TOU • Ull h &Te an eye . 

I' ve got l!ll e:re I auu bafta' t - haft ~ 

Vall tte chlldren 8&7 I ' •• got ~ ~ ~ : ~~ 
DO rollov through. 

(laug!!e) '!ou •re ttot gettl:ll:.- ;oe ~ cc!O!~ ~ 
o'f'er the V1re. 

O.T.. 
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Vbet.her I tollov througt! and thea get """ !a 't:r!r..bl.e, 
I von• t ~ that . 

All right . 

A11 r1ght, el.even o ' olook. 

R1gbto. 
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Henry thia i a a co1nc1dence 
call you 1D the next minute' I had 1t in Cll.nd to or t'l<o. 
Oood. She1l I talk f1ratt 

Plea a e . 

! ~Ave a messape fro c t 
and Traphagen asked ~e~h!~nhe w~~u~~lked to Traphagen, 
aee me, that he ' d like to talk. come down and 

Yea. 

nov he asked whether he could see Me alone. 

'!ea. 

?u~ I don 't vent to do 1t if vou '"·•e 
bou 

, '"" any teel!ns a t i t . 

~ot t~e slightest. Not a bit of it. 

~ell, Jones is away ao t hat the t hing doesn't rise with 
h .i.m . 

Yea. 

But 1 t I 6 1t:EI&ter 1al to ae Whether I see him alone or 
not. 

I th1nk 1t ' s O'.IC!l bet t er for you to ase biro alone , !!enry. 

Yell then as 2oon as be lee•ea, I ' ll call you up and 
tell you what t e aald. 

Vhen 1a he co:Jtng' 

Yell he - I haven ' t comoun1cated with him yet . 

I se e . 

I Just got t hls meaaage via Cotton and I didn't 
ooamnxn1oat e - he ea1d he ' d like to come ?riday. 
aa1d he'd come Thursday, ?riday or Saturday. 

Yea . 
trow 1! there' a an:r rush I •ll tell him '!'bureo!.ay . 

I think 1 t voul4 be helpfUl 1f you did. 

want to 
lle 
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I ' ll see him Thuraday. 

I' d appreci ate i t very mucb but h 
I think it ' s muob easier nro'b bl - i wf at you say, but 
alone. · a Y you ' d see him 

Well I don ' t know but I'll tell him Thursday and wbe n 
he ge t & through I' ll call you. 

Thank you Henry . 

Right . 

What I wanted to talk to you about is the sll::le catter. 

Right. 

I saw Dr. Jarll!ll! lllo, the Col?obian representative this 
morning. He told me that at the ~eet1ng ~~ch t ook 
place 1n New York yesterday -

Yes. 

That to hi s surprise and to tha t or tbe Col ombian 
Ambassador , t hey were confronted with the entire member­
shi p or the executive committee , aaa also Francia White -

Oh my. 

And he sai d that Hr . Traphagen' s a ttitude in New York, 
a s it had been here, wae ext reoely oomprehens.1ve, 
i ntelligent, cons tructive and friendly. 

Yea . 

But that they got a very different i ayr ession rroo 
the other oecbers ot the cc~ittee. 

I s ee. 

And he bas returned here not near ly as opt1o1at1c 
as be was after talking with Traphagen. 

I see . 
I merely commented to him that my understanding had 
been that Traphagen alone wee t o conduct these con-
versations . 

That' s what I understood. 
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He aaJ.d they• d gone to Mev York with that understan.!Ung, 

Well that's my understanding. 

Bo perhaps When you see hJ.m on Thursday that'll be 
cleared up. 

Yea, that 1 a tomorrolr len • t 1 t? 

Yea, tomorrow, that• a rJ.ght. Well that• a the 
aJ.tuation rrom the Columbian angle. 

Right . Whet else do you knov? 

That ' s about all. 

Well I have nothing elee tor t he mocent. 

All right. Thanks tor calli ng and then I'll hear 
f rom you to~orrow . 

Yea I ' ll see h J.m at eleven-thirty and as soon as he 
leaves I 1ll give you a ring . 

Thanks a lot Henry. 

Goodbye. 

Goodbye. 
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H.M.Jr: 

OJ)orator: 

~t. ' t.Jl": 
Leo 
Crowley: 

!l.!-!.Jr: 

C: 

R.:t.Jr: 

C: 

H. ICJr: 

C: 

I' • .. 
H.l-! . ,Jr: 

C: 

R. t!. Jr: 

0: 

Deceober 13, 1939. 
3:23 p. a. 

Hello 

J.lr. cro·.rley. 

Hello 

?.ello Hr. Secretary. 
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Hello Leo. I tried to get you yesterday I 
didn1 t get your aeasal;'e about ,.Our lunchi:-og co::­
panlon before I aav you, you see' 

Oh I see. 

So I d1dn' ': have the adva:\ta:se or Jmovi:-og 
Gene had 1t, I didn ' t get to Gene you see. 

Well I think tt•s all rigbt anyvay, don't you1 

Yes . I ~on't- what I didn' t understand i s h1a 
i nterest , the result or his beins t o the Vhlte 

House . 
T~at • a ay idea becauoe he called me up appa:entlr 
right after he lett th~re and wanted to ~~ow i t 
he couldn't please have lunch w1th oe . 

I see. 
Then he started t o tell r e how h1& obJecti vea on 
that thing vas t he sa .. e as yours and alne. 

I see. 
And I have an idea that he must haVe been told onr 
there that - hov the President telt about 1t, don't 

you see? 

I see. 
And he told me that he vas verY much atra!d 
Hill might feel tha t ther hadn't done their 
1n cooperating on thi& thinS· 

H.~.Jr: Yes. 
I don't think ve have to worrY about anr 
r rom that aide. 0: So that 

trouble 
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~lell he di dn• t try to indicate t!te.t l:e' d bee~ .. ke~t 
out of i t , did he? " 

No aa a matter of tact I 
him that very det1nitelv 
keep out ot it. · 

Yea , that's right . 

told h1o just vhat you t old 
the request vas made t o 

A:"ld I thi nk our record i s v•ry clear on t;,n t • 

I think 1 t is. 

I don ' t think we have to wor~y about ~at a particle . 

I think t hey ' i have a tou~~ tioe ex,la1nin; why they 
hadn't been in on it !or a year. 

That ' s right , nn~ I thin~ they' ve been £1nd o~ 
Bulking and givln~ the eneor a lo: or oonslde~etlon . 

Yes . 

No>< I thi nk tha t the:r oee th~t the thing i s coin~; t o 
worlc out and they >~ant to back int<) the th1n- . 

Well you wouldn't, if you were oe, tak1n0 a shee t or 
paper w1 th no headinl'" and no oign~t·Jres on 1t would 
you? 

Positively not. Let the~ write a le t ter and ~ut 
their na~es to lt. 

I haven ' t got it yet. 

All right. I have en idea when it dnea eooe it ' ll 
just be one or thooe thin~a . 

\:'ell, when they do, it they're goi n<" to put !:eXee on 
it, he ' s a good man. 

Yea, well isn't he - wo can hL~dle that, he 's not 
h Wh•t y~u and I want to do but qu1 t e 1n sympathy >~i t ~ 

that's all right. 

t handle hi m that ' s all. Well you' l l have o 

The record speaks t or itBelr. 

\fell, after all 
have t o do vhst 

ve can 11& ten to h1o b•J t ,;e don ' t 
they 
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'fhat 1 a rlght. '!'hat• a rlgbt . 

I
1a not goi ng to change the oourae for aome fellow 

that geta on the band wagon Juat before eleotlon. 

'l'ha t • a r ight . 
to present he 
our own way, 

'l'hat•e rlght. 

Ooodbye . 

That• a r1Rbt . And lf he has anythlng 
oan preeent lt and we'll go rlght on 

o.x. Thank you. 
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Copy of this gi ven to Yr. Bell last 
~rht at 5:15, on i nstructi ons of the 
Secretary. · 

llcH 

Dec. 13/39 
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Rollo. 

Beoretary Morgenthau. 

Yea, 

Deoeaber 13, 1939. 
4:32 p.a. 

312 

Mr. Secretary, tb1e ia John Ottley. 

Yea . 

I got your long letter and all those documents and 
I've been out ot town, juat got back yesterday. 

Yea , 

ADd ve put up the bonda in that account, aa auggeated 
1d the regular routine way. 

Yea. 

Nov, I told you small tavora th&nktully receiTtld. 

Yea • 

What I had in mind and that is that I understood 
that it vae 1n your diaoretion and one you wanted to 
that you juat bad an independent account ae 
Beoretary ot the Treasury. 

llot that I know ot. 

ADd 1r thie account we b&Ye, ot courae we ' re glad to 
ha.,. 1t but that ' e What you'd call run ot the •1ne. 
Jcnr I dido' t want to aak you to do anything that 
JOU couldn't do or that you didn't do. 

Jo, well the trouble U you aee, you happen to be 
1D a city ot a Pederal Reeerve city. 

Yea. 
Arid ao what I a dOing U out ot the ordinary and 
eneptl onal and we - aa I understand trom Mr. Bell, 
heretofore, ve•ve turne4 everybody down in a 
Peder el Reserve Olty. 

Yell I .. an - well I didn' t understand that. 

I tell JOU - let .. do - aa:r I1 Let me avitch you 
o.,.r t o Mr. Bell, eeet 
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~ell I ' l l jus t l eave 1t With you. I - you •re the 
~a~ and 1! - I mean 1t I a sk you to do somethinv. 
~ t you don 't do or t ha t woul~ e~barrass you to~do 

w y hen ! '11 j ust get ott - I' ll ~t o rr the ' 
a1dewallt . ..- ·· 

•lo • I' ve already done eomothinf! t or you which 18 
not t he ordinar y run ot t he mine . 

I see. 

And I•·re gone e.e tar 83 I oan l!r . Ottley. 

o. :c: . 
3ee . dell I cean- I don ' t think you ' l l find any 
aooount in any o~·1e:- bank 1n Atlanta. 

tlell of co·1rse ! ·•ouldn ' t - t ho t uouldn 1 t be ::J.y 
business t o f i nd out pbout that . 

;r~ s . ~I ell t he ne,-:t tine :·ou co:1e up I 1 11 have Bel l 
1n nnd he'll expl ai n the whole thi nG to you. 
How• s t hat ? 

That ' s o.x. ! n ot'l~r '"ords you ' r e my boss and 
what ever you say - i n othPr words I just thought -
I mean I asked you tor eo~ethine t hat I thou~ht 
t hat uas in your l i ne , that you did some time when 
you wanted t o do i t • 

. , , , I don' t thin:~ t:at •r r1.:;:1t . 

liell then -

But when yo·~ col!e un we 1 11 I! ave ::r. Bell coC'le i n 
and we ' ll go over t he ~~ole t hine and aaybe there ' s 
some thing about 1t th~t ! don ' t tnov that ' s 
happened be!ore , 

All r1gilt sir. That ' s fino enou!;h· 

I f t here ' s anything 1fnich in purely cy discretion , 
I ' ll give it to you cheerfully. 

o.X. Tha t ' s !air enough . 

!! 1t ' 
8 

strn;>l Y U!' t o l'le you can bpve t he Treasury 
end t he lot too. 

(l aughs) ~ell that ' s just tine enough. 
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I'll throw ln one chair and coca-col a, Jus t to 
make 1 t good. 

All right now. I t ell you t hat ttould cost you 
something and I uoult1n• t aooept t hat. I never 
let anybody give me anything tha t coat them 
anything . 

Listen, the thin~ that doeen•t cos t anything is 
no good. 

I know but t hat cooa- cola sounds good and it' s 
worth sonething. You' d better keep t~~t i nstead 
of g1 vl:'lg it away. 

~ell I' d have t o go out and buy it, because I 
don•t otm any. 

I see . ·:~ell ! ~ha.,:t you and I Just want - I !!lean -

llo . If it' s anythinr in the Treasury , a bank 
balance , ,t:, 1oh i s purely dieoretary wi th me you 
can have it but Bell t ells me it isn't so , but 
we' ll have him oome in the next time you come ln. 

~Tell you Just - I tell you what you do, you Juat 
let hi m study h1S leaeon, eo he kno>~a i t the next 
time ~te come up and t hon he ' ll teaoh me mine . 

All right . 

Well tkuL~ you a thousand t imes. 

'!'hsnlt you. 

Goodbye . 

Goodbye . 
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