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~-1 o ' c.rut1eaw Plua B1oqb uaqaie - 12/16/39. •••• 230 31 
.,,.,. 11- IIII.Jr •a.-r,. ot Political .l4ftDt&&as ot 

,.._.., IDe ... C.rtitic.te Progru• - 12/18/39....... 37 
jppalaWcte ad lleaipaticeo 

8all1-.o, Joba L. I 
.Ur 41-•• .l .. iatant S.oreteeyship - 12/18/39..... 112 

- B-

-C-

Cal.alil>1a 
See War Ca>ditiooaa Lotin ... rica 

Col>a 
Propoeed Trade .tcr-enta Treasury informs State Depart.IIIIODt 

i\ baa DO obJectioo- 12/18/39..................... ...... 187 

_.,_ 

:ram. Cred1 t. .ldain1atrat1oo 
GoA -r .... rltb O.atoo followiDC interview with llellaoe 

GD 1111 ~iiDatiOD- 12/18/39•••••• • •••••••••••••••••••• 
a) IIII.Jr tbinka Goaa "allted rill>t into Wallace• a trap 

..,_ 11alla=a ottered bia a chance to keep hie job• •• 

"" 'nc. Govw 1 t 
J'tMM1n1 Of deficit of $4 b1ll1CII 6 d.iscuaae<l by RIIJr, ' 
a-rt, VU..r, Riefier, Ball, Haas, ad White - 12/18/39 •• 

a ) Seoood OOiltaraDoeJ alae prasenta IIanes, Pol~, and 
BerD.ateiA - 12/18/39 •••••.•••••••..••••.•••••• . .••.••. 

.. , =9i~9~~~~-~~-~~-~~-~~~-~~-~:.~ ••.• ••••• 
hleJ' --..dua oo oirc...taooea UDder which President 

-'-4 be required to Mke apecitio rec._.Ddations in 
tM "'DIIpt to Concreaa rl\b reference to 1Doraas1Dg 
u.tteuooa ot public debt or tor prorl41DC other new 
a ca• at~- 12/19/)9 ••••.••••.......•....•••...•.. 

a ) D.lecnaeed a\ 9•30 .ae\iDC - 12/19/39 ..•••••••.....•••• 
-.1aae1 IDe.-. (J11&1oc')• 8\a-..t of Fiscal ad ~t&r7 
~ JS.oe.rd. - 12/1.9/)9 •••••••••••• • • • ••••••••••••••••••• 

Da &' .. W4 by IIII.Jr ba woul4 "&ladl7 det .. cl publlc:Q' 
ra.laiDC a additiooel tl billioo taxea in order to 
pq tar tba axtraordinar7 part or our rearu.aent pro&ra~~0 -

~)9 ••••• ••• • •••••••••••• • ••••••••• ••• ••• •• •••••••••••• 

~ haMp, 1940, d.ieouaaed by IIIIJr, C&at.oo, JlaDea, 
.. al.~ - 1.2/1.9/']9 ••• •• •• •••• •• ••• •••••.••••••••••• •• ••• 
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Paa 1.8arioao 11aa1t 
See kr Coaditioaaa Latin l.aerica 

p- Caaal 
Poaeibility ot ratlD&DciDC diacueead bJ !'Ill aDd IIIIJr 

&Dd tbc with S.tt.UiD&&r - 12/19/39.. •• • • • • • •• .. • • • • 230 JJ6 

Public Debt Liaitatioo 
See lin&Dolng, Go•e~t 

- s -

Stll:>Uhation Fund 
Foley 8MOrandua oa use ot to l.J>creaee wor~ ba4noe 

ot Trea.ur,r- 12/18/39 • ••••••• •••••••••••.••••••••...• 
SUlli.....,, John L. 

See .lppointllenta aDd Rea1£11&t1one 

-T-

Tax-Ex•pt Securities 
Currie request for intormation as of 6/30/)9 ••.•••••••• • 

a) I.D3Wer- 12/19/39 ••.•.••••••••••••••••••••••••••••• 
Taxation 

See War Conditione 

-W-

War Cood.i tioae 
Buaineaa aituation tor wMit eodlng 12/16/39• 

Baaa ... or&Ddua •• •••••• •• •.•• •••• . ••• •• • • •• •• •• •• • • •• •• •• • 
Ohi.Mt 

!'Ill tells BJIJ'r be UJ1te CbiDa to continue to pla,r with 
Bu,oaia aDd tbua keep Japao aod l!u,oeia apart - 12/l9/J9 .. 

FiAlaDdt 
Proccpa oootere witb BJIJ'r before BJIJ'r takes up .. ttar ot 

turtbar loao witb FDR- 12/19/39·• •••••••••···········•• 
a) Prooope reports Rapublicao leaders oo Bill will Dot 

iatertara 

~· ~·• dr1,.. tor aiD&ral aelt-autfici eoq (artiol.e in 
Mip1p« and !ttallurgr, -.r 1939) • • •• • •••••••••.•••••.••• 

Iraot 
Bull tranaite oot1ticatiOD ot 1Dab1lit7 ot Uoited stat .. 

to pout $15 a1llioa loaa - 12/18/39 . . . ................ . 
a) Request tor loaa ot $40- or $50 a1ll1oa • ••••••••••• 

'-e<V', J oeapb P. • 
Tallt to croup ot .Wtaey ottiure in ottice ot Cbiat ot 

kn.l ~UODa reported b7 Wuaobe (Coast Ouard) -
12/16/)9 •• •••••• •• ••• •••••••••••••••••••. ••• •• •••••••••• 
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- • - (CcaUJiaed) 

l ar OoodiUOila (Coa\iD'IIed) 
Lat1D ...... iDa. 

Col .... !.u 
La7lla (t...._,q with~.- ..-..1 tor 

Col.-,i.ea ...,,., ._)aDd Dagr... (State 0.~) 

oOilter- 12/16/']9 ••••••••••••••.•••••••••••••• • ••• 2)0 

COlli'......,•; pre-: BlUr ....:! Treuury group, lellea, 
Feia , &Dd Jaa.e- 12/18/ )9 • ••••••• • •••••••••••••••• 

a) Jarulllo • a otru ....:! coztu propoaal ot 
Foreip Bav!holde:no Protaotin CoaDCU 
dliiCN&Md 

1) J on.,. ....:! Blllr agree tbq should llt&lld 

behilld eo,_u .. l ooa as poaelble 
b) CottOil propoeal read •••••••••••••••••••••••••• 
e) !.a1' l.1D p:ro:POal. ~ • • • .. • • • • • ••••• • ••••••••••• 

d) Jaaea' ........... or what Onit.d Statu otter 
abould be •.•••..••....•...••••••....••...• .. . • 

p.., .&..rie&ll Jl&Dk: 
Barle thank• IIIIJr tor lattu or 12/lS/ 39 - 12/lS/39 •• 
Barle ~ IIIIJr'a •courtaoo.a letter relatl.DC 

to explor&tlOil or proposed 111\e~ean 1Dat1tllt1oa 

~u;;;~~. ~~~~~~. ~~,~~~~::. ~~ . ~~~.: .. 
ParcbaaiDI: tiaaiaa (Brit.iob-Fr-ch): 

G4lla'al iatSOD aeka BlUr to - Ilia, General .&naold, 
&Dd Colooel 8Qrlla- 12/18/)9 • ••• ••••• • ••••••••••••••••• 

a) lataOil -orand• that ho has told PDR -
12/19/)9 ••••••••••••••••••••••••••••••••••.•• • •••• 

b) Blllr dlacu. ... porpo" ot Yieit with Col..1.1Da -
12/19/)9 •• •••••••••••• • •• ••••••••• •••••••••• • ••••• 

Great Britailu 
llroratt Product1oa ProiJ'81 .UurdDua: PlarYla' lettu 

to Blllr rapzd1Dc Butte>-wart.b • • te1ephoae call 

o~ acute •bortace 'flh1ch 1e caueiDI ~ -
12/19/)9 ••• •••••• •• ••• ••••• ••• ••••• ••• ••••• ••••..•••• 

a) Purrta 'phaae• lira. !:lotz - 12/19/ )9 • ••.•••••••• 
b) Butterworth uked 1>7 State Dopert:ent tor 

aut!lorlt)' tor &bene - 12/"10/ 39• See Book lli, 
pap 91 

o) Butterworth replies tell '"I ot -i.Dc with 
Irem>ed;r at Wialdorl'-btorla 1D !lew Tort Ci t7 -
12/2J./39: See Book ill. l'&tl:• 198 

IU:rer<lale , Lord: n-t ...,.ueataiiiUr to aee Rinr<lale 

reprdiA& all07a <- !Ira. nota' DOte that IIIJr 

doea DOt -t to - Ri.......sale b__. be ~" to 
oOiltlDa hb d•Unp aith Purrta) - 12/lS/)9 .. ..... . 
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TREASURY DEPARTMENT 
I'ROCUREMENT DMSIOH 

WA.SHINGTOfl 
~16,19.)9 

tollowi.n& etat.ent indicates o~aUone that haft been incurred to date 
c:o.rerll\11 p&rchuea or strategic •terl.a:la. 

(l).ua 
l"1re Control 

• 

1,25 S. Tone 

6,000 1be. 

2>,000 L . Tona 
25,000 L . • 

8JIJ s. • 

5,000 L. • 
25,000 L. • 

?00,000 osa: . 

Prepu.tion stonp Fac1lit1ee 

IRelMirn tor anragee, inapecUon, trei.D>t, 
adloiniatraUft and 1ncidental expenee 

$ 

Estiated obl~Uone oo'fVing propoaale to be opened 
Dee-.ber 19, Dece.ber 2l and Dece.ber 28, oonri.Qs 
~ CrJatela, llangaDeee and 'I'1D 

4Z7 ,11,0.00 

J9. :ax> .oo 

36,000.00 

s~.ooo .oo 
843,600.00 

825, 944-00 

100,000.00 
765,000.00 

!.i!!!t. 600.00 
$ 4,051,484.00 

so ,ooo . 0010 

6o1,688.00 

$ 4110),172.00 

1 ,8:lO,ooo.oo 

6,503,172.00 
3. 496.828.00 

$ lD, ooo,ooo.oo 
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THE 'X""• ImANT OF THE UHITm STATES COAST GUARD 

WASHIHGTON 

S'IIUC!tt CQQ lt&ti D.L l6 DocoabKr 19)9. 

Ill okX2 'llith ,..,.... .,.rbal requut, the !ollolliq i.n!cn--
:aUca b ~ re~ t.be iDJ'o.-1 \ali: tllat. ,..._."*""r 
[ • ~ ..... t.o a ~of a!.llt.&J7 oU1cera CCl 15 D c 1 tc, in t.be 
orne. or u.. ad.&! or :s:na1 Opent.ioaa. 

Cb 1tauoaq, U :;Jac-r, Al:b1ral St.art< cal.acl, -.d i.mit.d • 
tot..~ u ~ c""'tl.S....Ual-iDJ'ono&l ptberlng. !bore._... 
pi"U4Gt. ~ t;_,q o!ticen, including Gc>eral ltars!lall, 
Cb:f.a! o! sta.tt ~ ~ Jir!:V, and MTIID or o:iglrt. otbe.r Ji:n:1:f o!11cers; 
Ad:a1ral S't.&rt;, ==:id of l'nal Opent.ion.a, cd •is!>t. or td.ae ~ 
officers; ...,. o: 1:.:> 1:ar1De Corp~~ otficera; and .,..u. ( tbere ~ 
t.. .... -.arl&tiaas bam t.!Jose tigurea 1D the proportion o! liz'w3 Cld 
x..,- o!fietrs as I -.s not penoJ>&l4 acquainted with all of U.... ) 

,._,-sp<~q- '".......V stated tllat. b1e ......0 w re etrictl.T ~ 
fideaUal, 1:1 :::c::r ca-s ...... & aat t.er or opiDioo, and tllat. t.. 
reel"ed Ids o¢"'m "" lldl1t.&J7 ~att.era ..... t.llat. or a ~. -.d 
ib&t U.. lirittT ICC ~ coald t.alce t.llat. !or what. tbq coae1dered U 
wn-th.. !!a ~- of •-.nlldo!' klmt<t:f'a ~ wre u 
t:on.c-, aa !.r • ! CCI~. cu1 7011 wlll, of caar.oe, -.mdu-­
et.&Dd ~. ~ ~ OD ~part., ..- of U.. ~ 
aot. t.. u ~ ldth t.!Jo recta or w:l.t.b u.. 1Dteat or ,........ • , 
l'e:uwtT •• .-rica. 

GmusU;r epuk'"C, t.. pe.iDt.ed a ... .,. pe .. ud.otic pdcbl;re or 
t.be •c aita-t<on b FncJ •rwl and Franca and iDtiaated tllat., 1Ja 
Ids aptm .. , Ow z eaal.d bold out u l.ccl&, 1! DOt. l.aacer, ec 1ceU;r, 

U... !llcleed; t.bG Qti ~ - ha11c!1DC .W....iDou !aater t.baD Qraat 

Brit.&iD - d'*'"' u-; t.bat. the ,...,.ot. or)' or Great. Brit.&iD­
tor .ru-e Outao;c:za_. az:d &lbd. th• .&111:-..aaador 1.f tbere wu fe:T 

cbaace or ~ SO, 60, or ., ... d .. t....,.... ~ tbe ll:i.1t.1 St.&-. 
!bat. U. lad o ! • ""' liTt.., the ~ o! the Briu.ll lav­
be.1Jic crlt1c1wd -..~. bat.b 1D official circlae and ~ t.be pQ11c; 
u.t U. o. c.r !orce - a -.... t.o U.. Britbh Jav, IDII u.t 
a c ~a1r!OKe'II'U.,reU...a•t.ch!ora~-~. 
!bat. r. ad....,.. cq' =~ tv t.t.. Brit.iab at.at.ed U.. lMt. ~ 
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t.bq rece.i-.! before t.alr:1.tlcott !or bo-tdrc 111l.itary objecti....,a ...., 
that, ll:>dl:r ::o cx>Ddi d.,... ¢rop ~ lllbe:re ll:1;f dll-ce Jlli#>t. re ault 
to c:1'1'11i.m ~tioa.. '!bat, b lib opi:dao, air forces on both 
si<!es had ~ rr.. ecu - ......,.,C operat1,... oa eceoullt of 
the tev'hl dloftrw:tiao teat .....Uc ...-, ax! adtber sida W&I!Wcl 

to st&rl it.. ~ the air ra1Jh - 1>r ~ em ~ now ancl 
oU..r a.-iUs!> objecti.,.., "Wre all ...se 1:17 =-bera of the Ger::an 
air terce ~rbc tar t.M.s di>ty, ::oat.ber Ulan s enci1Dc"" orp.nisad 
~ tor C&~ pa;r;>08e &Dd, the 3rlu.b wre at a loaa to un4er­
et.Dd tiU.s ;:roced:zre. nat the 3rltisll md French people, pnerall,y. 
wre pass:ild.st1e ~ tbe wbole -.r aituti.oa, aDd were ~>oping 
tor ..,_ so.~ or aD urq peace. that 3rltish bo7s goihg to the 
f'ro:>t are t:rei4bt.e:lec1 a:xi had DO en•.m.s •• that British o!tieiala 
!e.U co ::at!.ar 'll!:at. the res>lt.s o! t ~a ._.. w re, that. they would 
.,n-er x a"!>le ~ ,r. the~~ ~r -.rand, consequontq, 
the fi.:>a.l ;>ea:e !'.- t:.u war ~ 3ett..le the ai tution !or r:;an;r 
]WU'S to =>::~!. 

rte ,..._ nr'or stat.et! t.=...t F:-a:x:e c:ooUcl aot use ar;;y ::ore !!ritiah 
Uooope at. tbe !ro::rt, u tbeT ~ ~...!:16 dit!icult,' noor in suppl,y1ne 
the troo;>5 alra~ t.2 re, Qe to ~or t ransportation tacilltiea­
princi;>"U ;r roads - that cce o! the DA1n .....-.. '01!17 Great Britain 
bad .., :w:;r =-: in t.n lnbg !:1 ::inglaod wu .me to an e!fort to 
bobter Fre:>c!l ::crale; IOd that 3n.tisll cli'l'iai.ona at t.be !ront were 
broke ~ •? seat.t.eree ~ F'rencb cUTiaiona for psyebological 
rea.ao:::oa E>C, to pl'W"eDt. c:;r .ass fee.l.inc oa the part of the French 
!or a aparat.e peece 11ith :;.,r.::&l:7 - Clie!>, the 3rltish felt., would 
be a possll:illt.T, it DOt ~ -at.c:bed.. !bat. the prodw:tion of 
;>U::es !:1 ~ l!ritain -.swell ~ 'll!:at -.s pahl.iahecl in the papers, 
a:>d that tbe ~ of arl.at.ors -.s a •rlo ... problea. .me to 
cll;:at.ic c:o:>l!iU.O.... t1:oat. the loss o! ..Ut.ora lll>de.r training wu 
ftJ:'T hi;;;!>, a:cl tl>at. l>al l.tlng QP of tbe air force - both in .. teriel 
aDd pe~ - Ql a ,.tt.er of 5%""" coocorn, IIDd w ll below 'llbat 
-.a 61,...., to C. p:reas. that a.- coaai.cleratiao 1IU gi....,n to training 
..Utors in !'.f:7pt. - daspit.e C. la::l6 haul back aDd forth; and that 
while _,., tra1:11nc -.. bebg earriecl oa in Ca:>ada, &Dd probabl;r wolllcl 
bo ..,breed, t.!at t.!d.s wu DOt sat1a!actor,- api.D, due to clllllatic 
cocsic!ereticca. 

lb.~::. .A:>u&l Iron ... .._ {3ri~ Qdet or Start) telt that the 
GoDa:ia bad U. ben Jdl.itary _...,! .. 1o tbe -rlct. incl~ an ex­
celhnt ::Je:::enJ. St.&tt; ~ ~ r- un ( Frwoeb Odef ot stat!) 
felt tbe Ger.:ac Jr.:T _. poor a:xi a:reat.l.T interior to the Freocb. 
'!bit u. ......,..,..,. or opi:doc - tha~ c ott ... abe woal.d atert MXt 

a;:rlnc; i t ~ a clrin ~ 3el~n, &Dd a eec<>Dd drift tbrollch 
the l:aginot liDe. n.at !Ag)erc! &Dd France had »eo tt7in.f to draa 
up plazls 11ith 3al~-. bort. thai. 311&:1-~ not cooperate -
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Jll'Ob h'T ~ t...- of Oe.- "prialaJ that all ..U -""1 

c~ (a.J,s-, Bollgw!• ~ ~. - U. Belir••) 

.r..ncl otr..U...C U. Oemaoa !er.,.. Ulan ott..,.,_. U.. .t.ll1.u, aa 

U,. ~U J'elll'1.oal.e r:r-~ ~4 be .,.. zwtbl •n 

• nat.<! that 1t coet JbclaDci a l.Dt o! - "" ~ !lob), 

-' that it ... - c.,.Unc tbQ a lot or - "" .._P I t&q aDil 

2 .. -tnl. !bat a..-q ... awus.,. u-~ l/4 - l/s or 
2 .... oU, .. 4 Great Br1t.a1n ... tak1Ac u. bel • Jut "" 

... U. - &<dJtC "" Oe.-q, aDil ... -.k1J1r JDtclnd pa:r a ll1&b 
)rice tar u. !bat It.aJ.T ... uinr d"''" ~ 'lllUo ._. prociiii:W. 

'!lllat ~ Br1t.a1n coal4 DOt kMp thia atn1n 11Po - U.t abo ~4 

be 'celJ;r ~ 1n a .,eer - or ahartl;r u.....n.r. !bat 

'"&lerw! M4 &boat a bUl:\oa aD4 a halt o! .cvi\Ua 1n tld.a .._tiT, 
.a1cb abe COQ]A DOt m''*'• UJOept at a tre•D<k>u a.acri1'1A:e; that 

u. ·-... - ot ..... ime-ta 1n Soath ~ (~t.al.T 
thne MUS .... of ck>llara); aDil that. t.be--- of ..... ~ 

_.ta 1n t.be Fer :But. '!lllat 't!T t.be IDCI ot Ul1a ,.. ... , 1! DOt be!o .. , 

I*JPl,e 1n !)>C]en<l IID4 PJoaDce, anc1 all !loropa, -u be ....q !or 

c •• or .,. other rac11cal clwlp 1n tba eoc1al ordn-. 

Bo etaW tbet t.he ecOD<Xdc na1a of l!m'Ope -u baTe tn-ndau 

raperca.ai ... 1n W.. countr;r anc1, that be !el.t U.. lhit.d Stataa 

ea.ld bald all ita e!torta towarcl 1.llproriJ:Ic t.be ec 'cal -..11t1oae 

o! - lhit.d Stat .. - anc1 "" et .. ..,u- ..... poet1oa. ... thet .. 

~4 ba able to w1tbotaD4 tbe abook o! ec......SC N1n 1n !larope. Bo 

"'17 t'ol'l:ehJ.l;r etat.d t.hat, under DO poea:1bla eoDCti.U.O.., lboa.ld tb1a 

c ol:ty let 1tMl! be ciNE 1n tba lluopam ar; that JllaclaDcl &ad 

rz-e wre dD1nr w.J'7tbing poM1ble to pt. u :lmol.wcl -. tor 

u..t ...-. at U.. preMDt U., w bad ~r ..,.,... to 1Da1cle 

1nto••Um w1tb1n tba Br1t1ah GoYe.-t U..-- ....,.~~deb 

anua ottt.olala - boat that, mea Great Br1t.a1n ... .........s that. 

thaT eaJA loc* to DO balp r:r- tbla COOODtzT, that. all ac- to 

cGDfi~ 1ntorwat1oa ~ be 4ea1-.l. Bo etatad U..t tb1a coant.r;r 

~ tor 1ta- Ml!- preHl'fttion, ha"' to balp oat tbe ece.ooodc 

coad1t1- ot t.ba ...-14 a!ter tb1a ar ... Oftl', 1! aot beta.. -

- • ~4 prepare OIU'Ml'Na !or that rol.a . !bat. w ~ be 

Jll' ape. ...a, 1! _....,., to ci'N aQPPU•• aD4 c»llara, to balp ..etc" 

1 1• "•,] '• ratber tbaD led...,.., ar aped. afT "JWC1 e1 ....... 
• told U.. ~ .&a1ral.l fnDklT \bat be taU too - -

- ta1JtC ..,t &ad propowd !or kt1ooal ~. 1a 'd.- o! U.. 

--I:I•.Ae a1'-U.O.. 1n tb1a ~. 

• ~ u.. ..... DO cballlle o! II6JT ronoli!Uoa 'lllUdA Oe a;r; 

Uta~ U. Got.- I*JPl.e .... babiDcl III.Uer aa 111raac - aa nar. 
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.. a\aW tllat .nu.r ""'-'_.- Oottwq- Cldac .. 
blllp "' n••..t - u.t ~wall~ cDIIl.d.., "'tu. can of 
tt 1-. a. llpOb of cCIIIdlu-a 1a SpC.za. _. .tdecl t11at 
-u..r re-Jwt;jcw ~ .ar 1a \hat C~ at 8zt:T ts.. 81111 
t.bat. co:lldl.u- 1a !'or' pl - DD t.tter. 

6 

7~~~-L.--~ 
L L •ll!!SI':IB 

_,.~u.s. Oout.llurd, 
c nde=t. 
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EXECUT1YE CJI!FICE OF TlE FA 58 £HT 

. . ......... D. C. 

I!IJCIU 4N''Hi' '' DE: 1 o 1939 

&at- 1a ... to ., l.ett.r <14 .,, ' •• .30, 
1939, ~ ,-. ar u. -. to be illc:la~M 
ill U. 1941 !Mdpt tor U. bwo ) D ; ~. 

Yoa are .tr1eec1 ~. ill ..sdit1CD to t.be -u 
~cated u.re!A, tbora 1a to be illc:la~M ill tbo 
1941 Bad&et .. 1- ar $1s,ooo,ooo tw u. ~chua 
ar lltrat.ec:!.c .ad crit1col •teriala. 

,..,. tzouq JOQn, 

r!IJ!J?I~ 
z abla ~ L:at=ttu=. n .• 
!!Ia s.cr.t.aT ar u. boot.....,., 
~.n.c. 

7 
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~~· See.nt.ary lo..-.;ent.bau, idairal St.arlc and ttroe 

uaist...a::~U, la. l.::d w 

!be Secret.ar)' explai!>ed t.o A±!::i,_""2l St.ul< tb:l~ d:e Pru<...rlent tid 

~'"'i -,1:, (~ 5.ere!4...,.) ~ ~ .... i' br eoul:i:>' t. &• t. tre nol,)1>dtiw 

~ t.o Toluntarily .-u~· · ~ir erort.s of Jloly~ t.o "-Sia 

• .,, ~· :"M S..:rev ry ~eri~ bTi en> t.he dise• >siO<".S be bd 

·~ ~~ ~ :ool~::- :e<rl• ~~-E.,t. t.o t~ ~side,-,t.• s ~. Ee 

~ed A.11oi:'al ~t.ari< wbe~er ~ tt1.icn oo for t.al<en uri ~ ~l&~ 

..:.~ ~t. tc tht _.-fl r_~-.. ..., =lytx!en= and dUPi..-.z, u-1 the 

~.ti_bil1~ o:. : e t-t.ut? ~ E.~~~b to N"Obi~1t ~rt.,' ct rickti ':.O 

o:::u!oa, ;)e.~ '"" Ja-= r.r~ ill at! • •r nt.urere w1 tb tb! ;ro....­
c-:- OC" r.avy or~. or in~~ ~.a.nl oar i.nt.e~. ~sun 

~ed Uv. t. such a :ro.;:ru. ~ ~ "!'inion, ooould deNri u}Jr oct t. 

~..n::l t.o \11 . his A!aU.~t.s ~esced iL t.bet. CJ!)inicm. Ada1.ra1 

~ ~ ~ r s t~ t.ed tJ::.g ne w:e::-e blss1~: t.o r etal..iAt.e by ~ ~! tJ..ca; 

~ &r'OTt.$ c~ -.-ae t.o ~ - u...; ~~~. t.he ilnit.ed S~W'a c=1.d 

,te"'l. Ul the u,naan:e:s• needed ~ et.l'ler ~cu:ree.s: . 

~cJ. :..t.&rl" !~~r s-t.a~ .. 1:: r e:sporu!e to a d$ rec:t. ~ 

~-:a: t.:h!' .Secret;.a,r:-, u-: t. bP ~ nth t.be conclu~ic~ ~~ ~-::o:rt.ed 

-:.c u.e Seeret.o.ry ly U".e ..!..~ t'e<mle t.I>At. unless ~sia a.n:: :;,...= 

Te:N de"'r i ved o! ~t.en &00 niclcel u ....U as IIOl.rb<len= ~!:.,- ....:lt5 

_,_.. - p~e.....,tlr a.!fecZ tc &!V ~!.,t:ni.NcMt ext-ect. Ee 1'"-rt..he.r r...3.·~ 

·.a 1. iJ h. 'ere CC$sibl~ : o ,,, •• .-e:~t. exrort.s c f nickel , .;ol~ a -.1 

~ .. ~...c ":"0:: rueh!J::c. A!"'Sii.XJ", !r-..stiE &Dd Japan i.t. wvlld .:.e.!irdt.el:' 

t>e :....:-..."111 w uose eog:t:riu U>d ,..,..ad lJ:ipdr u:e!r ~t.uy .:fee:~-.­

~ -:.o !tlilt ex+..MJt.. ~-.l !!.C'k exnre.s~ed tr.e Tie t.!:at te- d !..d ::..n. 

~ .. J C'!-..it1a c:oW.e h! !r.d'xed t.r step~ ex:cort~ r:. ~·~ t.o ?=;!-a i .a 

~e 0: !:e rre:ser"t. gr'&~ :i-endt:nel! U?On Fu5sS m a1..-,:M1Jes . 

rne Seereul')' u:>laL~ t.o Ad>:i,...1 Stark tr.f t tte :cl.JbC= ._..._!. 

! el1. ~ ce~ N1.n(; c:al.l-1. -:::<'~ t.c r~k s :"""r-.me.nt loss of SCK-e c! 

• ~ '!tOlyi'xiemxm !"a.!"icet.!' t-tl~· t..."- Sttp'""'li~a of t uni'Ste'n, w!:!._c~ c'OCJ..j 

~ r:.:XStit:c.t.ed !"cr :=1.;-b:!~ to ... r-~.m LOci ir-.J.Ssia were Ukf"ri.se e:r­

!.Lll.•;._. l.oe ~ret.uy ct!c! :'-..a• Yit.b t..!""e Prt-si.t!rnt' =: a:-:-!""''rtl be .. ~ 

~:ecp:ut J....~inl s·_.~ ~ 'vft t.he ~rte aen ~n the Se:~ :e::a:..~ 

= ee,..rer rit£ ::e~=ii.S"'" or ""'" liOl,f:.der:::lll e<>r:eerns after ~ 

! :.uk boA t.al ked t<o t;:=, <o ut!lare the """e1til1ty of ~ a ~-~ 

~ c: ..u~ by u.. t"z:Ut.ed !vt.es .&.no;r and h vy. ~nl Stan< r.­

pli..S tlAt tMy did net..,... n ry <Deb 010~ but. l:.e ~"t< i ' ~L 

....U be -.:>nil t:ryillg a.--d 2 -.lO be j;lad t.o see U:e 110~-= ~e 

~ ~-Tea-u.cate ·be :cas'!t-,l~ties .. 
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J-AIIAPIIIIA8 OP 9B!IIU-IA1 X" WltD 

!0 

Dlft: Dea 'er 1.8, ~. 10 a.a • 

.t.U.OI'1~t1:n Oer.u aOOC"Cee 8Q that Wlt!Ua the aezt 

t- 4Qe O.r.aJQ' ~ta to eQ~~Pl.ete 1te protraot.a t:r84e 

b84 abGwa a w11H,..eu to turalah -re oU to 0.l'IIIUI7, aall 

to &:1.,... a h18ber exchallge ....:1- to the auk 1D t.-a ot 

Rua•nhn le1; lunnrYer, u to the 8%alltt exehulge rate, tbeae 

~te prot .. ..a ~e. ~ B1achal'eat ba4 e.-

a 11D1 wa ~ •• rtiPOI't that Ula'e baA b"n acre-t oa an 

emhanp ....:lu ot 4&.47 l.el; to th1a the llltoraanta e-..te4 

tbat the ra~ MJltiODe4 110111.4 be a OOIIPI'c.i8a b aWHD 

the rate ot 66 l.e1 uke4 b7 the GtmlaD nagoUatora aD4 the 

preaant aeller'• rate ot 40.6. • •h, 1t-.. al.l.e£84, baA 

beea g1'f'1118 the pollll4 aterll.ng a M par embuge rate than 

the a.ft, 41•~ the deprecli&tloa 'ldllch ~ reeat 

_.u.. ha4 been IIDdargone b7 ata-ll.ng. - ~-

D:L111f 
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GRAY 

December 16, 1939 

Noon 

EO:~!' (OER:.AliY) 

uoe. 
Your 2363, DtcC"'lbEr 15, 4 p.m. 

It is pr!ftrablt to 7rtasury thnt Stcth sail on 

REX Januuy 2 . 

Bl1LL 
(FL) 
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TREASURY DEPARTIIENT 

RTD1 OFF :• C• lC* ---=A;•-
_... D1 a 'II" 16. l.'Jj .... ~--.---

-~a1a hl..t- ..a •· an .. 
,.._1JI1o eo.tn11 ~ Ca'Ca1a ftratec1o .. tal.a 

]_, 

L. • are 1a a pool.tlaa ~ ~ u.a ;;1•- or 
~ ..a ~ IOipU&t:laa w:1D C 'I ..a Jlow Cal.1' ta 

te ~ U..o appJtn or n.a1. '-t - are .. t 1a a poe1t1• 
to ~ t.1M npp'T ·~ ~ .-1 ... • - -•trol. CIILtaa'a 

: t.~~ 

2. •• td-'~ .__ Ulo ..,.u.o or ~ -.J.4 Mt 

~=~t::.• ~=!t:!!1~ .. 111~ u.:_~n gr: s.:-:~::l::!... ... 
,_ •~ Lr1ot1.M -.paa tile a LJ"• ~ IWibl. w'll.4 ~l.T 

..n-J.T' ;1r o1U.Z. h ala_. hi T ~- •- u .. Rt 
~PH -s-alT aftMt J~ 

-.. ..... 1& 1a ~ Ml.J' I l:rJ ~ ~ tiJrM 1a a poo1U• 
to t.ka :;71Ua&;_,. 1 a& H ... ••et ~ lla1tM Btatoa 1a tM 
~- .t 111?P 1''• -tarlal.a • _._ ft1.a obo OG'Il.4 4o ltJ' 
rwt:rld1• Mr uporta ~ • ...,. rwtrlet1M. ...._ 
...... ~• -t: .... 1_.,7 t a w ~ ~ ~ b• •• 
ea... • .u • ..a tlla Jlr1t:1alt -.uo -.14 take oare til ar 
Bl I k 1t .-z'7• 

L 

(a)~ 

-.sse& 8tatH .. D II - ,0 ,......t til ~ -14'. 
~ a.ro-l.oaa~taa z •·--...-­
IdS,.., 1 1a ao at1t..a ftatw ..at- or U....o pra .. w 
- ,_. .. --t ~ tM 7 Uo p luCU.. -...r _.. 
ala t u 1.t -..t.4 .. t 1te ~t to tro1. •cz ~· 
eltt -a--.1. n ... _._..._ • 
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Cll1aa u;porta -~to - ... bal.t' fd tb.o wor141 a 

• - s t1-. !tle 01117 o1:baJo -u-ua lbat prodaoo 

C &*'- o• IUQ' J..arse .-1o are Buwa, 5 ,000 t-.; Ua11:a4 

Stat .. , 3,000 t-; llol lY1&, 2,000 t-; Japaa, 2,000 tooa; 

aa4 Por1:11Cal, 3,000 ,__ Cll1aa baa a1r•47 ·~" ... 

b._..al1' to a barter ~ wUil .._la to ftA117 

5,500 ,_ a TOOZ· !h1a U .are U.. lla1ta4 8tot .. -

- 1D a 7Mr aa4 1a ~ .. oap t o taka oal'o of 

~ .. 41ba.Pla. 

( o ) naka1 

Caaa4a proa.ooa ~ 85 to 90 pareeat fd tlla -r14 1 a 

CN~t. • .. Cal. .... ,., .... la a.4 •-7 are tile c.l7 

otb.cr lara• proaocra, bod .... la baa be• a. lllportar 

ot D1akal. Bepcrta l~•t• tbd Japaa 1a aow pl'OIIIaol.llg 

•- alob1 bod ab.a la at1.ll ~t -.pc. laporte tor 

tb.a lMllt of liar aaa4a. !lu &b oo41porat1oa Wltll Caa4a 

aa4 ... Cal.~ .. OCM14 raatrlot tho 811ppl1aa a't'allabla 

to au •7. a. ala -· Japaa 

I L J9!ll4 gab rattrltUa bt 1Utl.7 H b 
4gret "ptl.a. Ot; '! .. "M'' 

•r l o •nt creal 

(a) Bu•l& l.a 1Ual7 to 'be ll.-4la.ppa4 ••r7 llt\lt 

1t at all b1 reatrlcrtJ.- fd tb.a awpplJ' of -17b4a- or 

alakal: (1) Silt llaa btta DlportlJI& larp cr--UUtt of 

-~ ~ tllt Ualta4 ~t .. la tM ~t tllraa 7aara 

aa4 abCN14 baYt .-plt ~ ter •- tlat to •-· at 
1-.t tor b.or o- uaa. (2) .,_.., .. , *loll aarwoa prao­

t1oall7 tba- pmpoeo .. ~ aa a atael allo7, 

la aoe bel.IIC Dlporta4 rr- Cll1aa- a barter ~oat, 

-t1D& to 5, 500 t!!lO par 7aar. (3 ) lbaaala prodaota 

aboat 2 ,500 t-. of alakal .... lllporta4 la 1,7, 9 ,000 

t-. !tle 'altlattt ....-co t_. .... t.. t.porta la Oaaa4a. 

allot .a7 baYa lara• aHU. at tlla ,roa•t tlat aa4 ab.t baa 

ba.llt or lt ba.ll4111C p1aata to 1aoreaaa b.tr to.aatlo pro-

41Mtloa to 5,000 t-. nu.J. la -t .. 1n4lAipeaaalt1a 

M1:al ao that .... ta. pratrtlOII aa4 ... ot nbatlhtoa 

~• prob.abl7 proYoat aa 0111111arao rr- b.tY1IIC aQ' atrlCNa 

abcrao tttoota wpoa llcr al11tar)' fttortl•-•· 

( b) z:t:ii'I pr1t M7 ~· -t flltttr -hrlall7 tr011 

ftlall rutr - t07- Ullt: (1) !lae War Dopu'Uat 

ropw to tbat abo baa lars- atoolta of w.pt011; (2) It 

~• be auoprLalJI& 1t 1ft tiiiO ,..t tow 70111'0 abo 11M 

-' •• lata4 •- atook at alu.l. 0114 .ol~•; 
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Secretar7 Korgentbau - 3 

(3) abe •&7 be able 'o acquire eoae or Rueeta•e etocka 
or tbeee ••'ale; (~) abe will be able to acquire soae 
or Norwa7'• production or aol7bdenua and nickel; (5) 
abe produces about 1,000 tone or nickel a 7ear and 
t.ported ~.coo 'one in 1938: (6) while it ie poaeible 
to substitute other aet&le tor nickel, Geraan7 ie 
dependent alaoat entirel7 upon her present atooke ot 
other allo7 aetah with the exception or bauxite and 
aanganeee. 

(c) Japan would no' be atrected eeYerel7 b7 the 
reetricticn or the auppl7 or aol7bdenum bu' aigbt be 
handicapped b7 the reetrict1on or nickel depending 
upon her etocke. (1) !be Japanese Empire produces 
about 100 tone or aol7bdenua, 2,000 tone or tungeten 
and an unknown but 1nsutt1oient quantit7 or nickel. 
(2) She baa been t.port1ng large quant1t1ee or nickel 
and aol7bdenua and a&7 b&Ye eutticient etocke or tbeee 
metals tor her own use. 

III. Are Russia. GeraanY or Japan 1n a poe1tion to t&ke 
retaliatory aeasures wb1ob wou1d be bar!l(ul to the United 
Stateel · 

14 

Russia 1a the onl7 countr7 or the three in a poe1tion 'o 
take retaliatorT aeasures against the United Statee. Thie she 
could do b7 reatriot1ng her exports ot manganese. 

(1) While OYer 90 percent or the total Aaer1can manganese 
requi.rements are iapor,ed, onl7 around one-third 1e derived 
!rom Russia. 'l'he other iaportant sources are Cuba, the Gold 
Coast, Bra&11, and India. 

(2) 'l'he United S'ates bad rough17 a 7ear 1e reeerYe on 
hand on October 30. !hie stock ehould be euttic1ent to carr7 
the Aaerican induetr7 until substitute aourcee or auppl7 are 
developed. 

(3) 'l'he loes or Ruaeian auppliee could be aade up rroa 
ou.r other eourcea. Bra&il1an exporte could be 1noreaead b7 
iaproYing the railroad (which has been allowed to deteriora,e) 
rroa the a1nea to the coast. Cuban production could &leo 
1ncreaee aoaewbat. 'l'hie ccnclueion ie borne out b7 'be expe­
rience or 1914-1918. In the last war, with the loas or Russian 
sources and with a greatl7 incr eased deaand, the Un1,ed States 
satiet1ed nearl7 all ot ita raqutreaenta or foreign aanganeee 
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SecretarT Kcrgenthau - 4 
! 5 

troa Bra&11 and Cuba. 4t the 1aae t,_.., dola .. uc prol!lloUon 
aleo increased, though with 41tticultT and with greatlT 
increased coste, until in 1918 doaeet1c pro4uot1on aet 35 per­
cant of total requirement•• 

(4) ~here ie in addition the poaeibilitT ot securing 
supplies troa the Brit1eh Eapire: India, the Gold Coaett and 
the Un1on or South 4trica. PractioallT all or the Unit~ 
Kingdom's requirements are aet troa theee 1ouroee. In addition, 
almost two-thirda ot 7rench needs are supplied bT the Britieh 
and Frenoh Empires (moat or the reet, or about 100,000 tone 
comes trom Russia). Since the bulk or South 4trican ore, 
around 300,000 tone a Tear, has been going to GeraanT, th11 
will now be available ae aurplua to aeet either increased Allied 
or American demapde. 

(5) This substitution or other ores tor Rueeian, however, 
it must be pointed out, will be attended bT eoae~at higher 
costa and some inconvenience to the eteel in4ustrT. ~s ie 
beoauae the ores Whioh would probablT be aubetituted tor Rue­
sian ore are of a lower grade. OnlT around 10 percent of South 
African ore rune over l4a percent aanganese content, ~ereae our 
imports of Russian ore average 48.7 percent. Bra&ilian produc­
tion has also been running to lowsr grade ore 1n recent Teare. 
Cuban ore likewise averages somewhat lower than our Rues1an ore 
imports. 
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!lie J' .... ral !la .. rTW :llaDit Woi"M4 ua of \h8 followlDC ohipeenta of col41 

froa Jllp<Ul, r epr .. enUnc four ohlpcenh b7 \Itt Toll:obaa SJ>-c1• 
S.U, .:Obe, t o \h8 Tolcohaa Spto1a S.U, Su lranchco, for .ala 
to U.. u. s. IU.Dt in lieD lrench co. 

z ,OSJ,OOO f r oa Jincle"", ohlpped b7 \h8 ll&nk of l114l&Dd to \h8 Federal Ruene 
llanl<, .., York for account of the :Bank of Portupl. Tha d1apoa1 Uon 
of \ltia ohlp~~ent h 1llli<Down &t preeent, but 1t will probabl)' be 
e...-rlco4 for account of \Itt llenlc of Portupl. 

m ,000 froa J:nchM, ohlpped to tbe Guart.11t7 Truat CoiiP&Jl7 of llev Tori< 
f or .ccount of \Ito .Auterdaa !ani<, 

=~~~:- f roa Cana.4a ohlpped to \Ita Guart.11t7 !nat C08J>Bil7 of :lev York. 
total 

~ l&Ji t two ohlp&ento Uated will bt aol4 t o the U. S • .Uaq O!t1ce 
Sow Tori< ~" arr1n1, 

Je. Inob te1epl>one4 ,.. at 4 P.M. 011 Dectllber 13 \hat tbe cash ba1&Jice 
~ l!Dulaa State :Bank v1 \It the Cba .. bad rhtll froa $6,000,000 to 
, 7tJ0,000, d:ll.t to pq.ent b7 \Ito .Uaq O!f1ct OD a oh1p•llt of bnian COld 

M4t oa baha1f of \h8 llnn1t.ll State ll&nk froa Ital7• ft.ia vaa the firot 
U1Uaa pl4 to arrtn 111 llev Tori< Tia Ita17. !he SS Ot'iptholll broucht l!llaai&D 

!rca SWeden 011 Deceaber 4. CootiJ"'IItd ored.l. to of the State :Bank v i \It the 
W:N *"·JOO,OOO. 

llr, Xcob telephoned •• thia fore11oon that at of thh JDOrniDg ~he balance 
tile bui&D State ll&nk v1\lt the Chaae had declined to $10 ,200,000. Cootiraed 

•• _,ted to $4,4oo,ooo. Tha -'atorc balt.llct •• of laot Dicht vaa 
,200,000. !here h no\lt1DC particul&rl7 licnificant in \Itt aboTO figu.re a, 
?Oll:t of ll:tereat h, ho.-ner , \hat tht Cbau :Bank baa now receiTed a cable­

f.-a tile State lleJll< of llnaala indicaUnc tha latter'• intention to ohlp 
! rca Tla41Toatol< . aDd 1nqu1r1Dc vhetber the Cbaat would &J.Te an adYlU1ct 

~aiJut I1I.Ch col4 1D tranal t . !he Chaae llanl< 11 CODildtriDC thia propoa1tloD. 
i t a eceph, U h quite probal>la \ltet 1t would i8pouDd ln \Itt dollar _a;:cou.Dt 
~ Sta tt !alOk an __,.t of doll.e.n correapolldinc to the adT&Dct to be cada. 

NT. InoD referred to the at~nt of !lalchtbanl< accoW>h in liev Tori< aDd 

to ~ dacltioa thia week b7 \Ito Jppallatt Court. !he !laichabanl< ho.a now cablod 
tbe J'e4tral hatJ"Tt lleJll< to tranafer ih dollar bal&DCII to \Itt li.I,S . aDd, furthe~ 
..,.,.. , to traatftr all hichhanlc cre4U 1temo ao rectiTed to \Ito li,I, S, !he 
? .Ural h .. ,.... :a...1< laVJ'ero are now atu47ii'IC the queotiono railed by thtat 
U.trnctiou. l'or ooaeU• paot a procedure tlllll.lar to thet requeoted b7 the 
!aicbab&DI< baa beta followed with reopec\ to the accOW>ta of the rational llenlc 
of~. With thia precedent, H mlcht bo difficult tor the li.I.S. to refuot 
to accept tr&ntttre t roa tht hichob&DI< accoW>t. 

COf\~~tD~NTIAL 
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TREASURY DEPARTMENT 

INTO OI"JJ'Jca COMMUNICATION 

TO 

~M llr. Oooluwa 

.t.t 12110 \oda;r tile S.ore\&1'7 \ol4- ll;r hl~u tb&\ be~ lbl 

•• ,..... wb!ob w P'ft Plueat pno"-;r, for tluo loulo of aa lJIIPii'J, Aoal4 

&loo 1lo t....,._1Ue4 4l...nl;r h tile ~ I a.lle4 Plaaat, to lol lo.la 

lalow that ,. woal4 .a tile ,.... lllqodi'J tl>rcnl&h Lero;r-!leaallft, u4 aob4 

bb to •1114 a abort loll......., CIPlo to LoD4oa to lol lbla - ~ ,. ~4 

4o thlo. I lba telepllOM4 Lero;r-!lealift u4 anuc-4 \o ••• bla la Jfow Tort: 

Oil lloa4a;r \o Cift bla a ••-... 
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TREASURY DEPARTMENT 19 
INTER OFI'lCE COMMUNICATION 

DATI: Dece::>ber 16, 19.)9 

Secret ary Korgent bau 

Joseph p, Cot ton, J r . 

Re Col ombi an Debt . 

At t..ched is a copy of a aemoraod\111 of a conversation which lJuUan 

bad Tolth l.llylin "ho, you will recall, is councl>l for the Co10llb1.an Amb<ls-

tulor, Turbot , trbich nu.:..~n asked ..., to c.:mve;; to lOll· 

On the basis of teJ.ks tritb Yr. lb.lb1oe ar.d ..r . IA,ylln, I f eel 

{1) The.·e ia aoc:e hope of gettiii;l the Council a nd the Co1=­
b1ana together on a pel'l!!anent eettleaent if neither side 
le perlllitted at t his sta;::e to take a poaUion publicl,y 
and matters nre kept in the negotieting sta~• · 

(2) Turba,y ia anxious for a settlement , but ic entirely 
govel·l\ed b)' political considerat ions . He must make a 
sto.nd on the basis or the co.ble J)3.l'aphroead in the 
Dut;gan memor!Uldum so us to be able to tell the Col=­
bio.n Con!;resa tbnt he triad o.t tltut basis', If he ie 
to be persusdad to seek ne• instructions, it cust be 
u.de apparent to hill that t his Covernnent is oocld.ng 
the Council . 

(3) on the other band , the Council , tJ.thcugb it probBbl,y 
•ould not modifY its position subst&ntislly aa re,ros 
a pcr=nent s e ttle;;e nt , would be will •~~£ to consicier a 
tallpol'fli'Y setUe:rent on a reduced beeis , or would raise 
no objection to an arrang~ent approved b)' tbia Covern­
ment on s different besis~ than that outlined b)' Ur. 
Traphagen. 

I will show the Duggan u:emorandum t o Dr . Y.hite end I u nve.il6ble 
over tho • etk- end a t Mi chigan 0017. 
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20 DEPARTMENT OF STATE 

M •• cwmtcl.l• of Conversation 

00111DDnAL DATE: ... 9 a 1,, tell 

-..·as· 

b. '-1tlll •- la te Sllflan • tlllat 1le -.. - ta 

a ,.llltt• ta pw • • • fall 'lllao'll:paad npl'ttlllf uooat 

tewt.,...u la -•Uoa wttll no ••..-tt•tt- ~-a 
Httl at ef t11e Oalo ' tn 4ftt 4oMlt. At• _.,. lt 

....... ..... tl, tllot ......... .......... Qat .. 

lie ,._ltw ta .. nu tlllo oltu.._ wtt• •• u. 
0 

2 ...... lJI '-11 ._. tlllat ........ , -·--· 
........ , ....... Qat tM taflanotl• llr. '-1tlll 

aa a-.t t. pw .. 11e .... ,.. tl.J .,. pupa n -1• 
t. tM ....... 17 of t11e flooo~ tw ••• -Nntl&l 

.... r.,tlll ••• Qat 11e •• ,_ ...... .I....Ula 

... U. lial.-..a I ,. I I .. - '"17 atottaet ... 

.. lflti 1 
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~ ....... .-eoauu.e. •• lueallla .... n-~a 

... .,,_, 3 ....... ,...._ .... , ........ ld ., 

...... ., ~ e.t.-..• ..... u. b ..... ., 

•• • .-uuna .... 111••_. ..... , .. • ••M ... .. 
-· ,.. .. .. 'llell .................... _, .... , .. 

wae ......... , .,.. tt, aenrlllel- ... 1£111Cl-....., 
.... Nl'f tM .,, ... .,_ 0.1•-ta• pOlte eptat• af a 

.. tal a1 ..... ~tau tena. b. l....tlla waa bi 

,.._ at • aew15a .. ,u-t; -.. peUttwl ...._ •• 

be ... ~. lie ... •• ,.rtt..t.J'l'f ••en .. wttl tte 

effMt • tM pelUtWl n ... u-. ... r ,. ... .,, w •• 

eo. ..... 11M 'sa n~ • tile peltttwl -,.1 ..... 

... u •• _ __. • "'"-' nat -1• ta ~ .. ., 

ta~ Ida pelUlalll ftltaft, Ia tile~- b. l.a7'lla 

... •• _.. nto af t11e twa - .wt• .... -. pnter 

l•ft •• bi htenlahr-. Ileal nnlt1 en lie ta 

_..... nat tt ta -..w .... ., -.... .. at Ide 

,.u .... hfl• ... ta Gal ........... , ......... . 

....... •· ,. •Ut• ... ,...u .. u., • wu·a' 
' 

bft • -- .................. u .. hn,>. 

an. MD h. 6-r tUa ... tM O.lw'l•a 

I ' II hi 11M ....... t .. taM dteett• ,..., -·a ,. 
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, •• ef Jebt -tbp wtt' b, IAJlla. Ia tllHo _._ 

lap h. I...UUe lMU.tee tllat ' ' wee Sa fan~r ef a 

.. _. Mttl-t ftln weatt llaft a etartl• lateftat ate 

el I ,.lr_t ... a fl•l late"at "te of ' poi'Mftt, 'rile 

.. 1.-aaa ••••••~r ••• u ... lr ef a nat tateaet ate 

of I,. ....... Ja aa ,.._"lr to flat .... pnuhro te• 

a...m• ... lr ftlrllay 1e etfn, Ill', J.a71tll .. * .. ..n 
tM Ml..U. eo-.ot tllat tba latonet "" etart at 

a ,. .... t •• woa .. te a-t/a pu0011t1 ••• tMI'Uf._. 

8 ,.I'M'IIt ef tba etooao of Ool .... iaa o.n ..... t ~rneaoe 

•~ 10,000,000 po- ... cllftte4 to latenet pa.,..ne 

""' ... tbat tlile p.rholpol ._at of tbo to .. t -. Hell 

... ,. .... to lmJ,ooo,ooo. & •••r ot etattetl11t 

-. .. tee ••" nl'bcl 4Nt .r••r4laa thto pliJI, oa wMo!l 

9Ul .. a~tteJW weH • ct•. hne ta-.tH ,.._... tbat 

tt -14 ~llalll7 be tea yean bet•• tba pirlaatpal 

e t of tlla teltt wllllcl ... ~rot•oot to l ss,ooo,ooo. 
Dr. l._tlle •• eatbuetaette abollt tile eo-.. • 

.... !lana,. ... lalr-- to u, pnfentaa 'lila flat a 
,..,.... eoMIIe. llr. LayUa bat otller tablee _,. 'IQI "" 

lelliNetor wllloll lti'OIIght O\lt tile OIJ7PI'lelq teot that •• 

tetal •••• •'leh Ool""la -111 "'" "' ta ortn to 
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. : i I . • = r ; a : .. r i r l I r s 
f ! 1 r : I i j : i f ~ ! i ! f I ! I . ! I 

r i lr!J.~fill .... f§i!· 

• I • ... • I .. f f • I 1 • 
I =t) .... =·· .. I I il IS .. !· i• .. ,.=:rr·ir r~:-'l f 
... t .... ;L,; I ,f& • •' 
r•:r! 1 i~==~ ~~ e'= .: 
, ' e ! r r , l ! ! ~ 1 r , ~ : 1 r ! e I 

1 .. t•ar: ,r !· '11f .. J 
.. M ' ~ 4 . I .. I • .. ~ • 1 ~ .. .. - ·. 

~ 
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...... u ..,. ot~ ••o;o•1 ,. •••• , eo.u .... ~ 

.... , " wn~• ... Olr ...... -t•1 0..,...1 ..... at --

... ta,ooo,ooo • ,.au. 
Ann o hl..CJ' tt•••toa, ~ • .._..,_ atat .. 

tMt M .. u Uto tM -""of tllll-uw o...tttaa 

of tlll -...n ... -ll otlllai' Uno\Ho .. a.~• -. 

paa..t t. llitti' 4li'MUJ' fl'• tile o.l•lllaa ' 'I I I ·-

Ill I .,.tat ot 'fl-. 
• •ott .. -. lle1• tlleNtei'e 1a tlldt.a ..... • 

fllH4aJ', ~~ae•n 11, otta .... 'IIJ tllle •••n ., ... 

beeatw o-tttaa of •~ Oauetl ... - " ._ ot~ 

UN••o. Ill'. raaot.a Wlllto wao praMat lllat ••• _. tallo 

pali la tla 41-el- file 0.1..-u:a .-.a or I ' 7 

"'""' ..,.,..tuto1J' tlw- ri'OU4 nat lila ••.,... 

aft1' wn Ill'. ,..,.,... .. Ud •'• --· rtw ao 

,., ..... of ., .... n .. t~• " u.,, ... ta o ; 1 •teo 

.. M •• 1IS ~ Ill'. trrr.,..,... file raaaoa to• We .Ul 

•JJ•• llenatt. • 

• , ... tile ..,.._.01'11 et&t-t, ••• 7a-, ..... 

• , .... tM •u-t• w .-.. u- • --u- • ta 

•*• MIFMn of .. o.aen pnant. Ill'. --- ...,.. .... 

............. t ,., ........... -- .. _. ..... --­

bel..... !lao ..__. •• •w twa ....... tor tte 
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=• , ...... (1) 
........ 

... .. , ala a• •• •sw at w ... , tul u, * 

.. 110 I t .. r lnt .-ly •• tile l ... ltel $ 10 

_, (I) tllat * 11ea1t ... la a ~-- "-SAU?-... 

u ••• ,. -- .a. .......... , .. ---- ., ... 

•* an .. ,.,., ...... ftsatlllln ..-. ... , ,..,. , • 

et -. lid 2 1•• _..., .. .._. earn., •• ••= • 
_, ..... 1 0 ~ --· ... t'M I Q , ... lr ........ 

flsraula ..... u.u-. 

........ , ........ ~»r. •: 11lt ~ 

...... •• a-u ..u -. .... •= It .. li" • ~~ 

... ._, ~ ltt ft- ta ftt tur. ... ~ ..... .. 

••• it u. ~»r. -.-ute -... ,..,.,.., ... ._. , ... 

... ._., .-11 1ae pn ; rr .. _, MltftMI tile - UyJ 

alt...._ lllr. 1 e•:• '*"""" pntn•=• fw a 1 ew 

................ , ....... u 0 .... ..-ply ..... 

Qe ...... ef tile ~. tlaeiMpiU .. -Mre tf 

.. 1 en • .._-~ ..... ._.._ .,.._ 

• la t1sl .. 7 lllr. a.t'lla _. tafW I -, b. Ia ..... *' 
-. 'an el -. • U W I•Yal .. , .. U.. llel 

r1 II tlllr M S Ia ... auf t•t tile .... ll bM I 2 tit 

,., ... , te .. tit' a 11 a ;n;nrl •lwtUa a.t -. 

h en • u .... , ,. .. so '" a. a.t~ta 

•= .... 1 s sa._,._ ~~~r. • etta ••• taP:;"­., 
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•• 9 

0 

-· • a"• ._ e'=tme .. ·~--- • .. .._ 
fl..ale .._ .... e ' "r tae -.. ...... et tM _ _. 

eU9 1 ..... 5 b'• 11--9 1t111re U•- ._. ___ I I .... ....... 
- 'WIIw

9

• ,. ..... 

u ....... , .. , ... , ....... ~ ......... -
• 1 ...................... '-1 ...... 11 'tr 

., n ep d • t1a lllrttta ._.., 

I) .............. ___ _ 

.......... $11 2 ................... ~ ... 

_. et aeu Ml -~ ftiU ,. ......... ._ """" 

.. ._. .. ._...,. .... ~ete-.et~~etrc n 1 a 

............ .,. .. , u ..... tas a a-. .. 

.-.-.aeete '5• ,__...._.._ .. 1 a ........ 

Ill , .. $ 
9 

.......... -.liee ........... tl' 

•art et ,._ .-1• M flU .. t eet ee'U ,_ 

___ ?' ......... -- ... it ...... 17 • ----- ., 

&' a a •• ~ -. ...... wta u. ~ ... ec'Of 

.. .. ..... ~t 
9 

.. it I 141 

- ... " - a Ue' ..,.. d A 9 ... -w 3m •• , 

...... ,... ·-nllle ..... _ u .................. ... 

.... ., ••• • .... '-tel d '" ••• , ....... d 

.... uaut .. .. 

&) -· 
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tl -· ...... ··~-· .. M t alt ........ 
I Ulil -tl-'~te_M __ _ 

•• ,...... ... '· - ...... S..l ...... 

I Itt- .. ~t.a ...-. •1 tt Xo .. a Q I lllr 

2 1• .... M .. I I fL .. "• I el lloftlo-

---·~-·· ,....... ...._ .... 
"' .. --

.. ~ bltW II- ... lla ... ~ ... '~ 

........ tlla 2 1 11r .. , tM • ., ' ' .. ,_,... ewu?e 

- ·-- lllrHtM .... wtata ... n.-.., tl.fti.O'JO 

-··~· ..,_ .. 0.1 RPM ·-----Itt .. M 81 I U.. el .. 
Ill• • .._at • .._ et.e .. etut ef .. ..........._ 

,.. "._ .. _ •• au; aut w-.ttn .. , .. 

11411- ~ wav2tt -· I la II 1tua wt• Qe ...... 

..... ~ ... -,_,51 ................ ... 

..-. •· a.,ua t11e1e .-~ .. -e.aa .. , ate *" •• 

........... ~~-- u ... , .......... . 
Ia wt• U. ........._ lla wtll Ull II.,_ 

1 3 ef... tl1a --or ftC •JttP!tt 

.,. .._...&1M .... .,.. ..... _ ...... --.ltnl 

..--aq~ .,.. • ..,. ...._. tta111 • antwe •• • • 
"* .. 1ltX - ... ,. .... .,,. .. .......... _ .... 

d 'I I a - .. .._ ~ •-- lla....,.l£13 .. WI 
D ·-

.. 
&It .a• lila' 1 81 I ., ... 
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II .. , fW -. tbet ,.... et u. •.-t u 01 • 

........... ate -..t• 'M I JIU»•t wt til a ....... 

nat eet aette te U .. l .. te '-11 lateaeeta 

I) .. , .. la ...... t .... -..!• •• pM I J•ll ' 

_, .. , Ull .. ,= ••'• JHltt• • tide e...U 'M 

lMletet _... .. ,_I II wu - ........ te ....... 

.. - ...... f/1 ..... .a~ ••• 
" .......................... ., ..... , .. .... 

.. .. 1/' eta ,. ..... a ~. wttll w -.nuattM ef 

1100,000. 1llcclw • et--..... -. * liCIIUaU.a et 

a. anean te lie •" tlaa 1 ,. .... . 

al'. loaJUZ ........... _, ............. . 

,.., ... _., .... lutneu .. .,.., •nM1J' ... tllat 

lie t .... llt Ull Alt'- I fa fsllJ' ZHitelatet tllat - Hm.-

-.t -" 'M aft'I..C at • tlla -.... eU,.ta..._ tile 

I e .. ,., .................... -- , ..... ,_, 

... , .U t'le telepw n.e lie ..... , -• lite '"" t 

tallJ' 'rawtllf Ullt - MHII I t .. .-eetl&e - ate 

-..a. •s. ....... uean,. •• - -... .. ""'''"' -. 
* Meztttn .. ,. t1 ... 1d~. 

lb. a.,tbl alee ..u .. , .. n n •• •• ,...._., It - -· .................... "' ~ .......... ... 
...... f/1 .. , •• ,. ........ lt .............. , 

11t. 1 ''a -~ .... -=•n• .- • ...,...._ .. .. 
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0.11 7 s•. t1w ...,. ..... r ta - will he ._ fty -.. t. 
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~·'*' •• a. " ~~au,. preteet .. la au ~­

at•• tt •tpt M .t .... u.-... h 0.1~ lf It ••• 

.... II ~ tllat lilt ... •u.t ......... ..,_......._ 

_. , .... .,. tlilt Departe•t to tlile Ouaan, -~~ w-•• 
ea tlilt tabeaUe• ••tat ... ta hHU..t .. .._, 

.. s-...... Ida. 

t• s n •ss 

.1 ..... 
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• 0 ..... 16. 19}J. 

-aa..--sa : 
1M : 1 111ic ~ J& s _. 1a *• Dl.rletoa of tu .. ......, 

~.-A~ tM '- OR\Ul-t. pl.- tor ep-s.-1"'" • 
-~ 1a ~ jR 1e4 ai tloa 19)9 npler Meeloa Of C'oncreee. 
1M fell .... an tM prbctpt MM!ap et U.. ropon: 

1. 1M ~ pl.--· - ]lnMaaiac \alee oa4 .....rlt 
_ u tor .n.ta ~ J& t n. oa4 b _.4UI.Aul "' U.. ~-

~1 --

~ prucaw. ._ .-A ......au -aM .. ,et .. U.a llloap\ oa4 
-u-tt..1a~-.lzs , _. Boeplaa-aM~ 
.... ~of~ ...... 

z. 1M pt.- 1a 1 _. llr t1oa ' e&aq of Acriaal"'" - tw. 
p z M t111e 1m z a l er d• ~ .._.. taU ... ,., to oo~ 
oett.a. rtee .-A ....._ 1M rtee pla U. Ma IIIIFOft4 '117 Ulo s.&\1 
o.-l'Wo. 

3- !11'-1 po)lts • 1 ,..._ tv acriaal"'" wall. M cna~ 
lw I ; I I 't- ra. .. ~ .. , I of \M Qo-\ 
JdP\MI t I 

'· ••=• -u .-.. 1.ezopr ~u ~··· w1u. cna'­
r pliJI'11;;r "'--~ • am. tM plea 001114 .,, M orppl114 
etrecU,.q - all ~ uu •. 

5. ~--.1 - -u M ~ attenl4 ULroacll -
.....U.: la \\a1lr jR'ofU -eta: ...a w~ of ft:lMea . !loll)' •nl4 
-- .. ~of ... ~- ... 5 ot - COIIpU-. 

'- 1M '- 1a b'l1..lll- a ~- "-la, ~-· of prioe. 
Boa '- rail tv rtee 1a 1 - ,_. pe.-A. Jlor oo\\oa - ""'-' U.. 
rail 1a- 1 l;r .... e l e :hot~_.,.., n\11 are : 

O.tt.a. 7 - .... ,__ ~. u -" per llubel. 

7- IM.n..UM1 u~~oa"G· n. !!oe'-.-14 
M ,.., 1 '18, 1 I II 1n I tlw of U.,...UC uWv or U.. prioe 
of tM 1;;r. 1\ -:LA M pel'\lal.arJ.T """-- oa U.. 

zl ... _.-.. n- ,., oiL 

I. 1M '- -:LA "'" ,.,. ~ tM pUUo oa4 u:.pt tloa Ule 
1 ol..S.. of tM " 1 •-~ oa4 ..Utiac ,.....1 .. ot U.. 

·- t . A- ta •-c- -lleotlac ....... -.l4 M 
c , ', eH'ac-. tM aJsriQ' .r _.. t.a ••'-· 
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-lcaa Joretp Senlce, a.-1, Illll.oaiUa 

Decoa\er 17, 1939. 

JreDCio lloe4 Co11nracuoa Aloac 

CI>1.MM Jro11Uer. 

32 

I ban the bo110r \o repon, a1 of po11i'ble 111\eren to \be Depenooeat, 

the ooarlracUoa ot a roe4 couecttac lleo ~"IIC vUb Laolaq 1o J>Z"'CC'IIIl-c 

llec~-nr 1o aa liOJ)Or\aat center 011 the roe4 fi'OII llaaoi to He.-Oi&IIC, 

h the Cll1u1e tronUer to the ea1t of Laolaq, 'l'ba OOIII\I"QCUOII 1o 1111481' 

41r .. Uoa of the a111t&r7 &D4, 10 tar a1 I ban lien able to aao.naia, \be 

1JitoJW&Uoa 1\aha \bat app!'OZU&h}T 15 tboua&D4 vor-11 are ~ Aloac \hie 

,.., roe4 ot about 120 ld.1coaehrl. 8oa1 "-erloall roa4 llu11d1a& equipoct bao 

reo1ntl7 'Mu purcb&Md tor \b11 co11nrucUoa. 

!'here 11 ooae pooalbllit¥ \bet th11 roe4 vlll 1M .nUl&'ble f or C>OBDerot.l 

\rattle la\o '!IuoMa, Aepellll.la& upoa \be eld.1\111Ce ot a&&al ot traaoport&Uoa 

1M!roe4 Laolra;r. 'l'ba poool 'blll\7 1o, bov..,..r, :rather r-••, ao \ba ropone4 

ooutncUon ot a roe4 hCII m.-111C \o Laolaq (Bo-) 1o a 1...-t oloubthl 

_t,.... I an reeelftll a -erlllllla l'lpl'diac th11 T1lllll&ll roe4 ..,loh llllll•tM 

tat coutrac\loa bao lien nane4 oa OIJ't&la MOUou llll\ tbat C>C~~pleUoa h 

~- aeatha ~· the tollowt-c .,.., .. pt hot~- lat .... na 

"11hea \be ._. .. • ,... roa4 1o eo~1net &D4 th& •=• 
...., -laa -... ooutnatloa, Jab 1411 1M ue4 tor -u.r 
..,...,_.....,to ..... 
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111M .... ., ·- " 0·- wlU :a.~ ........ 
o..u.l .... l:d, ... 1' ... a ~ ~ 

~. a ·-''" fill u. a •·tt- ._ ...... ...a 
.._ \M r..a rr. 7 'ac .. LJ; t_a a'• .... ..... 
-sac h'a hUla lr raU .uJ. ._ • 5 5 "'* Ltz - •'L r 
oa _, lnck ' " ._,'IC eor - ~ .. , 0 , _. I; I , 

Ia Uda - a la\ fd U• .S.U ._ -.A - )II o - .._ 
raU-...u..-.• 
Dlor1Joc a OOna'•ltca wl~ 0 ml -.rt:tJo. ... ld# .. I M'IC ld.U'-lr 

otfi- 1a W•+t•, 1\ ao a'-hA tJod a -- fll ld.U~ ....... al.tolc tRioo 

troaU• ... ocmd4- h.tcttlT oni.-.Loo ~,.... h'a a...d. to • • s 

(Tia •· QW'IC) h f'alrlT po4 Ull - 0 U•- ...._. ttr 11 1/2 '-· 

~ - .,... 1o W..S ooa.nnn• to 0 n. ~· tnrnc. ~ ,.... 1a 

Ularttran aot oalT a Tal-'1• ..uua. o.a a .ui\az7 pold fll ..S..-.& U 

h alao of' po .. l.bla tlm>ra o: 1 ,_, Lq o. 

Orl,c1aal .... 2 oopl .. to tho Departa­
Copi .. h...__,., C!b" ..,._'IC- PalpiJoc 
Copt .. h o ..... , .......... - .. .. 
Caw '• o...Ia\o e-n1.. Pmz' s 

ca:-

Mi'!ZR'S s. .. n . 
~c--'. 

Regraded Uclassified



D1 7 r 18, 1JC58 

llat- wlle« - aM aake4 ~~ I ~ 

- Ida. U..G"&l &niiGl4 aB4 Col.~ 11):- ..a I 
ea14 .a.: t:bat t:ba7 c-14 - OWWF tar ~ • 
.tw: ¥lQCii1 ... _ ea14 ... O&ll tell tJie l'r9Aflld 

~t 1t ~.• aa4 I aa14, -.o, cl.:; -will 

~ll ~ 'lle1'are. • .&D4 ha aa14, -.aa14 I tell hlat• 

&:>4 I to14 h1a -. U..t I .-14 -t: t:bat !1. aa.lA 

tell U.. Prea1a.Jtt aDd t'1n4 oat ~ be 4; o•••· 

n.,. -n ~- • 8lMJat the Jtalu ... ......_ 
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lllloUST 07 !'IlK 
'!lWU£ii)'FI'<""" SUES 07 .IJIDICI. 
C!-aV'~. n.c.:.bc 15, 1939. 

~!!!!j!O--t&U= ~: n.-. ~ .... 
C...tralu~=o- ~ § 011 
~ Chi-: ~ s;;e:ti~1res 

!'.» li:u>or&bla 
~ Sec:retar; ~ ~:..2. 

Yaalll.DCtaa. 

35 

I ha ... tbo 111>100r "" ,.,,.,..,. tho.~ ~. P. a, bou, ~ ~ the 7o ... 1p 

!b-a5• Coaciaaio:. !.m!~ Se.=re~ \7eU at a l~::a at h!a res1clel2.ce on 

~ 17, 1933 tl!at 22.;o:> ~ ~ 25,000 to:a ~ t=c; oil reql11re4 to 

-~ o~U.,..t!o:a ~o: :br ~-=-on ; er ~ the b;>ort-bport l!&k cred.it 

a;;:reeaout lla4 '11..:1 oh!z .R 1'r.la mm,ck' D;;, ud th&t ha ,... c:<~Zifideut the 

nrw'"''l& 2,500 to~~~ Ci;a;>e! U. tiM to tul!ill the nquir-Dta 

..t tbo ao-e«oe:o.t. :. 811::>:!..-~ tho.t t1>o elod~ .~ the lemdnc road 

created. a pro\11..,, l>u~ ~ :bo !"aH ..,_.,. C!at it """14 'be poool'ble to 

ahl:p the 35,000 t =o ~-...! b:r~ the se:olld ~ '117 use of tbo 'fv.lo.IIAa 

~-. the !~oro~& ll!~, .- ~e '!iocldl>-Cao'ba.ag 111~ ( v est of :la=i.~:~~~:) , 

10icll Chi.De •• o!'t1claa { • ,...,, • :;c ::>:. ?- l!aueh-s>-1) assert rlll be 

re.d7 !or "" a w1. ~ a ,., -""' J!r. ~ Uodiea ted tla t bo <114 100 t bov 

'!>oY '-,Y truelal walt1 'II• 1r:bli! Oll the '!ioelll.l>-Cao'ball& road, aDl. t herefore 

e<m.:.4 ""t lllllte m •• ~ • ~ = v me!> ~ oil voul4 'be slll.p::44 oTc 

t:=U """te, 'but !:.e ~ ~' ..:!at - t,;,i• roa4 ,_ o;>ce4 it v<IU14 ""t 

he e:Ureb eat1.sf..:~. S-:~~>e :;a7-Ua4.1 ......U probabl7 !:aft to 1>e Ua1te4 

to ol:l8 t on :per ttw::lt. 

Iu thls oom>eet:1~ :e-..,.,.,. 1 • ~ to 4~tcll 10. 26 ! r011 tha 

~ at ~1 to t!:ta A;a:r"tWLt .. !a~ ~er 10, 1~3S. 1::. which tba 

opil>l.oll 1o ~aued ~ ..,84 ttauport&tiou to C):Uaa Yia lDdoehiaa ~. 

;ora:t1eallr fiaio.c.l ~ ~ Cblll .. e reteb X.,nnlnc ud drift the 

Jspaaue out fd Twnpf•. h lola ll~t t:4 bto~t1oa reee1Ye4 fi'Qo !uoi, 

ud hoa l!;r, IC. 3.. , ' • .A.rlcaa aoto>r trau;>o:t u:pcrt - 1a 

Clm Dck' DC, the :bb-q tiD .,_..., to l>elie'ft tlla t l!r. boo: h l:llOd11l7 

~rtaiotie .. tar .. sza:pe::!U to: aohr trall8:port troa Ch1:aa to ludo­

c!li.ua an eoncc:>aL :t - ...-1.::.o to be """ ldlothar 1zocraaaa4 tr•on''1C ""';Iiil 

:»> t!le .,.__ ,_.111117 a& - tba ~- l!1c!:>ta;r rill coapenute for the 

lo• of the ,._, ... Ect 4 • a r~Q\e for the aport of ""'C oil. 

'l'ith reterwze b ta t:a:atioa ot the Cloi- !fr...,...teuoa Co~. 

( ..._q!e telecr- "" ca. ~t 10. 623, DocRor 2, 1939), l!r, '*­
rca.zb4 that • ao.t ot u., -~ ~~ ,.,u14 bo 1D the halide of Joo 

5!1Uc Co...-e1&1 Co 5 .t· a &:.1 Uat 4eta1lo of ~..u-t~ tbo Joo 
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SILlac tnupofta1l01l or.-uauoa vltb otber ••or ••-,.n orpalaul-. 

....,._ tbe Cblaa ~rl&U• c.., 7 ..... Mt ;ret ·~•Ml7 eottle4°, 

Jlr, \'8"" wet oa to- tllat tbe &ill t4 tbo rons... ~ ~-l• 

-. te upon a totel. ot 10ppron..tel;r 6o,ooo t-. ot '-« oU a ;reer te 

"cia vltb, 11114, enatull;r, to tN\le tb18 .-uu.;r. la tble oou-loa be 

ea14 tbo Go.,._.\ ._. onud.i~~& OOilOiderUlo ft..M\el. ol4 to hllc Oll 

crown• ill lfmla Pronac. ill oa effort to be..- pred:loootloa. 

llr. \'8"" flzrtber otoh4 tbot bo b0p04 t o _,roll.u tbo plll'Cbuo ot 

tuc oU ill Cblao ill or4or to otollllbo pricoo, 11104 tllo\ be ._. vottd.Jic oa 

a p1aa a4er vblob tbe reo Shl~~& co-rclol Co.pe117 WOill4 k tbo ool a 0C01J117 

pvcbaauc troa p>'Odaoero. lie o44e4, ~·• baeUl;r, \bat toNlp pvcbuoro 

volll.4 k oblo to o\tola tUDC oll • at a fair pri.,.O tro. tbo reo IIJalac c­

•rclol c~. 

!be pollq ot Cbllloee GoYo......,.t .,acpol1eo ill 411:t.....,t llaeo ot ox­

port trad.a \brMt.,.. to c ... te 4ltt1CIIl.Uoo tor .a-n-~ 11114 a ccm­

filct vltb tbo poUq coaelotOiltl;r obocate4 \7 tbe .bel'lCIUl Clon.....mt ot 

treedo• tor prinh oatorprha. Vhaa, aa ill tbo - ot """c oU ezport, 

ncb a 110aopol.;r baa a colorobla preten oa tbo crV111114 \bat lt h aeceoo017 

ill tho tu.UllMAt ot oa UD4ortatill« bon~~& tho -1- ot tbo .t.aartCOA 

~t ltHlt, c oepUcaUoao ON 1Dcreo.oe4. 

Or1c1aol t o tho llepor\llOIIt \7 o1ruJ.l 

J'our coplao to tho Deport..,.\ 'b7 poocb 

COJIIr t o :klluq, PelplJl« 

COJIIr to eoa ... lah Oeaorol, llben cl'· I 

610/610.2/15l/l6o.2 

Regraded Uclassified



Deoelllber 18, 19;S9 

!hie material wae g1ven to Seoy Uorgenthau toda7 

b7 Secretary Yal.lace. He gaYe the ~ o~ 

Poll tical. AdYIUltagee ot the Farmers Inco.e Cer­

t1t1cate Plan• to Seo7 .llorgenthau tar hJ.e -

cont1den t1al. lllrorma.t1on. 

37 
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"' -
!" ,.. , ..... )'~ p i 7 J ~ .. 

l'f'il'fll' 5tjf~sJl( [ft' 'Jl~f~lf' (fJirf'~ 'fi' 
Jii . !t~;! t)~,;!~E~ a!:J !Iii!~~~f :}~l!~ir tl 

''i:i~i! !i~!ia;! !!;I i!~Hii!ll!~~~!l! a!i 1• ·~ 

tftjt;:~; ~,~·1 ;tf11. i Jr1 ;~ ~~~~~~~~ ·itfiiir !ll • • ~ 
~~ 5 1 ··~~ ' 1tP ~ 11 ~rJPt!~a !f~J·~ - ' 
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' 

awm I SP...JW 01 !D 
r.&IICIIIS • ueam 2Z!1Yl~ ftOCIIa 

.t.. Sed> ]:IZ'OCla.c.r ~ ~ • 1•«'bl• ""'~'' (acl:adh& at hut 
cottaa, ..._,, aa4 rice) - CDC>JM~ratao a the J.I.A produetloa 
..-1 aou couerrau .... ~ ~ rece1 ... cert1.f1C6too 
repreMDU.DC hie &ODI8l ~t1..,._ 

s. !he cert1.f1caleo ~""' _.,,. e a face ....,..,. equal to ... 
_, ooUaated t o "t:. ~ w cin pr...tw:en the clitfU'­

...,. "t:.--t -=~! s-iliJ' -:srtaeo aa the ~ot1eall,7 

...,.- portia& ~ ~ ==r.>o 

C:.. l"roceol#o 10:11!. ~ -=ll be reqd.red, _.. the ~tie ~ 
the1r procbu:to, t o wzw::£c:- .., \l;o Oc:IY...-t a certa11:l retlo 
~ cert1.f1cateo for...= ~t ~ the rw -terial ...., o5 1Ja 
-=faet'arUI« the ,.~ colA. !!:do raUo .....ad be oo a­
~ that all ~ ~1.cat.o 41otr1ba.te4 to t;rf~VII'S 

voul4 be rot=DoK liT -=w:h:im c aa4 1aportero with reopact 
to produeto con ' ~- Ce:rt1.f1catao volll4 be r.­
:f'lmobd to aanataetcucu ..:!to~ k f1.n.1obed prodD.c:h 

~ 

D. A Cloowwt pool ~ '!oo ~1ohed w parcbaaa cert1.f1catu 
tr.. f~• 10:11!. aall ~~· to ...,ract'Di'ero 11114 ~ .. 
!he pool wal.d ~ f! • • '!::f a ren>l 'l'hc 1'=4 oapplled '117 the 

"'-'41t7 Credit ~ ~ the operaU= of the pool 
the .-rbt priceo ~ ~ c.rtU1catea wcnald ~ aai.zlt&J.n.d a t the1r 
face ..-.luo, aa4 - -' , •• A;>Pl.Jr ~ cert1.f1caies .....ad alvqo 

'be aY&Uehl• to ----=*"• ....a s.portero. 

u . Jill) J'CIIl IFI''IIID rAJK IJ!I"'!!!'' 

.t.. L8rp p1u bra al:raa!;:r -.m ..U a ia<::reul.n& tha ia- of 
r.z.-.o a:o4 ~ tbt ...U .......,..c .. of the l'at1Cilo !he 
ern• f ... s.a- (lwd-"rr,; ~1t ~to) far the t!aile4 
s- s..a.:r.a.a4 &a f5,-.ooo.ooo a 1932 to ts,s:u,ooo,ooo 
""' 19J!I. 
Deopite th1o pi& ~ 6~ :: az, f..-ro at1U pert1c1pate 1Ja 

C111J.7 a ..n~ daflet.u-... ~the -uO!>&l s..u:-: ~ 
aaJ.-. t~ hal ..,.... ,_..,7 2!J1. ~ the total popalaUaa, 11114 

31~ of the W J.ca' o ~ at cal7 U~ of the aaUoaal a ..... 
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:Ina vt\1> \be pro-t -it - ta, 1M aw,.. ..-1 
~ ~ r ........ laeb ~ ll.~.ooo.ooo ~ 
pori\7. 

:a. ttaer. •• two fvnd-\al ..-. t• ••• tal a1A vi\1> 
reapec\ to -u1C'Cil t'llre 1 O:la 1e &o crt- \be cr oa\c s..­
beHJot toD4eaq of -uiC'Cil iura. aa : ,.. v1 u. t..4Jiab7. 
&o I.Ju:r- procl:acUca; \be olbar 1.a .. - ;a U.. aoU 
roaowoeo of \be •aucm. 

(1) !U pro4uct10J> of llo\1> ~ .-4 -.;ncaliu're 1o 
aU.alato4 liT 1acNal1.ac ~ 'boS, ., 'he ~al­
~. IICI'1calt'llre 1o llui~ ..ull:a ~ 11 \bat 
\Ill prnaan ~ low :prices -"7 -. a l.arp .-4 
prollpt cl.e-.- 1D 1aoblaU'1al .. ' ... -.... it 
t.a4a to 4r1.,.. acrtC'Cil\V'e 1110 ~ h 1 ua ~ 
Uca of aoU II1D1Ic .,.. CZ'II§MI .-4 - __ , ~ 
eoU cea..urrl.De pradlc.e. !!de ~cater 'nh Wlt 
t.D4anq of avicaliu're "" pi'-U• 1o 
OJll of \be f1mcl-tal ~ fit t- otl-• .-11 
Uooq'll111llr1- 'be~ ~ a.4 IICI'1cal\'ara. b­
cri&Md -utca1\'aral ,..._u. -u 'be -1c:1al 
to tanoero ao wall ao &o rea a 1t 1t _.. ..,.,_.,.. 
nbc!. IV 1Dcr.- 1Dcl.....trtal ,_.....,icL 1a tact, 
croater 1Dcluatr1al act1rl\7 1.a a "-1e ~t 
110\ ~ tor wllaa prolpori\7 'lid &1M tar U.. fllll 
reCOTert ~ ~cal.nra. •z c-. k s sw. at 
II'CICh hi~ cl.edralllo _. -tt.al • ; o ; to aa 
-occur 1D 1Dcluatrt.l acth1\7 1t v1ll .._a....,. ... 
01r7, 1D orcl.er to pre- a t..!U:hl "a'•oa 'bi­
"CJ'1C'Cil\'aro - t..4JiaU7, &o _,__ - - ot 
o'fi'M\\iD.c the '•h Wl-t.l.T p •er • 'tt'W' fd .,.n.­
cal\'aro to 1Ju:raall ~ 1a aU.. _..., u.o 
Na1 cl.1t1'1cal\7 1o ao\ U.. total ••=F be\iaD. ~ 
1Dcl.utrt.l - t- probe'\&. ~ -u 1111N1T "a 
pooo1blo oo l=c aa \~lora_.. I* ;• ....,... !bo 
troabla 1o too litUo Cll' - _.. pl'-.u ... ot -
crouP of ..._,.,tuoa 11 relat:t.a &o - ~u. ot 
o\llar ~u .. .- aorrloaa. c "r-~. u.o 
..... 'IID.'bll&D.Oicl. proobaet1- 1a -- w .. ~ cl.eacr1p-
U YI ~ tbe eoD41UOil \llot ...... to "a _.14ocl. -
the 110re ~ -~ aa 1 t·• m•1='ac ,.,. .,..­
procl.ucUOJ>. 

(2) !U woltare ~ -utcal\V'e .-4 aa. ,._a- • 
~ poriocl. 11 ~.I, •zrt -- __._ 
Ya&ica of oar eoU rewuwa. ._ t.e'7• 1\ laaa 
..._ t..-4 po•iblo to P""'J"' -s-1-...17 towar4 
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'MU. u.-e es-Ual obJacUna 117 .... of \be 
acrtetit:aral OODMM'aUoa pr ocraa. !hq t'a:r'ld* 
a 1.a ... u.- to pre•.,..• ov aoU re...,....,.. 'lllr 
nbeU tuU-c aoU COIH....UC crop• tor U.. eoll 
UoplaUJIC crope U..t teJUI. to be pro4aae4 1.a ..,._._ 
eba cpu.UUu. !he ,.,.. ot .,...bUJIC q"QD\aa 1.a _ 
U.. recaJ..aUoa ot intore\ata c-rce 1.a .,.n.-
C'Gl.tval ~: U tiea e.l..a tcAa \o II'Nri ,. .. , rmat 
pro4Dct1cm. liU. Uala zoaoea....,.- .-~ 
tor u.. •~11Ui7 - proepori\7 ot ecrletit:lre al­
....a;, aetehllllhed, U 1e po ui 'ble to 11114 111141 UCIIIal 
_....... tor i.D.c:r ... i"C ~euc ooa GW4'\ lca -. tor 
..t»tehhc our !IOr.al eblira ot Uta upon ..a~ 
ht 1t U.. .......-•• to be edoptecl tor u.. .. parpo­
_.. to reRlt 1A u.. ...n.. _.,_.,. t .....r4 u.. 
8q1:1Ullla ~iclpaUon ot t....-a 1.a the uH•e' 
lc.,..., \hq .at rapport raU.or \han 18pa1r \be 
a...u ..... -.r u.. e:z:ht iJIC procr- to ....u a 
.-Itioa ot mtb8UAcecl prodllc\loa a4 aoU a.. 
etrae\ica. 

.A. !Ju:r.....,_ .ur.ct &O•e> ....,t e'. P!!f!!!,!!h . Claorq, U..... 1.• 
""'' .., ... U... a mall po .. ibUH;r, in Uta tace ot U.. .na1>­
i"C 4.at1c1\ aDd u.. - tor increaeecl zoa\1-..1 a..t ..... , of 

bel.ac able to 1..-prO'f"e the in..,.. ot &crieti\ure ~ ~ 
creaeecl _.-opriaUou tro- \111• orr......,.. lfor&O't"or, Uale 
WG14 ..,, be the .. at 4aa1ra'ble altamaU•• ... .., t.l>o1aP l\ 
,..... pou l'ble, becaae it vo-ol4 le&Ye acrtetit-aral S...... 
4aj>e 'er\ c;xm a \-rar;r a:a4 11!.&1>17 mtcer\ala buia. 

ll. hero.- ..._.ut.z 1oaa rata• - upor\ nbei.U.a. !hone 
e'.\.na\1na -.old e'.ao ob11p t~• to relT to •--
4adra'bla _,- 40"..--n\ I!Jipropria\1.,..., lfor&O't"or, 
~ ~ the !it)' 1o.., rata• tixecl 'llir the Gaoww\, 
U.. c:r-s- t.be o;r,xroprl.aUona ot t'aDol.a raq'll1recl tor ~ 
.,.ba1.41ea. 1'1.aall;r, 1t a price pee&int; 1oc Focr• 1e to 
be -•at'll1. the pro4ucUOil -.at be 4acr.....,_ .-4 -uc 
pr1cee lllh"acecl to a point Uaat per.1\a llq'lli4.aUaa ot ~ 
1oaaa without 1ou. Yet lli&b ~auc pricea, &lcll .-14 be 
br~\ e'oou\ Uar~ hl&bor pri ce pegiDc 1-. -.old \.-4 
tc -"P ~ pro4ucU on a:a4 v1th4r•al• tr.. t.be 
pre-\ .&AA ~\ Cl4 aoU OOIUI&naUaa procreooa. !ha, 
1a t-ara, -.old Wll4 to 4at-t the lo.., procr• 011111. - ••' it, 
117 r aquir1.ac ipjiiOpr1&Uou t o OOYor lo.., lo-, lato a 

··- ot ~ Urec\ 40"_, ~'· v1\b:nl\ ~ 
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-"-
.. cured product1cm ~t c4 ooU COI>Hn"-Uo10. It 
1o doubtfUl th&t a liT•'- of ..arbtlllc qaotao coUld full.7 
oftoat tbeae t...U..d.as. .a. aara 4u1ral>la alt~ln 
for 1Dcreaa1Ag fC'10 ~ >rcn>l:!. be one t bat voUld aot 
olll.;y &Tolcl. tbe ,...,. .. u,. of 1Dcreo.aed l o&IO r e.teo a:>d ~ 
oubolll,y pe.;ymenh but also otreD~:U>en t bo prograllo !or pr~~ 
tton edjuotae10t aDd soU c:ou.arraUo10. 

c. !!! prleeo at bi!!f.ar lcnlo !:z IJ!!"O&r1l:MZltal cl.ec:ree. !hh 
altere.atl ... vcnl.d IIOt - cc=tar ~tar:r dlf!lcnl.tleo, et 
l aaot W>tU a poooibl.a 1ack of prodl0ct1011 odjuot~t had 
ev ... !>ecl the pr ograa vtt.h """""'!aotable rarpluoeo after a 
perlocl. of tvo or thrM TUI''· It 1o obTlouo, hovenr, t.bat 
a pr ogroa of ontriD>t prlce fU:iDg could 110t loac endure 1zl 

tbe abaence of e ~tro!l;l lloce:>U"Oe tor production &djuot:<u>t. 
}(oat prlee flxlJ>g ;n-opoaalc oa!t M:f &rr""'tl8:aent for prod...,.,. 
tlon odJuatment or aoU cc:aU'O&UoD, &Del. 1t 1o aho c!.U!l=l t 

to atn'laion hov "" lll!.e<;>ate ;>rcdw:UoD edjuot : ent pro~ 
cculd be ~ efflteth·e 'O>:IO!.ar • prlee tl.xiD« plNL. So tar ao 
&D:Y ou baa ;yet bean able t" "-'' lt vould aho l:e =-ca.­
a..r;y u..cl.er " s;yatm of prieea fixed b;y £0'0UD:I1entu dac:ne, 
&104 eapeeinll¥ 1n tl;.e c:au of export crop a, f or the GoT...,._ 
M n t el ther to tan O"Oar =ch of tba lnl:Yln& &Del. aell!D& 
tunetlona f r om t be oatabllohed ann normal ch&IOIOela of tnde 
or to undertalal the polielllc of 11terlll.l;y alll1ona of t ....... .­

e.eUona, It &leo ·~ eleu that neltber of tbeae alt...,_ 
u .... for af!ee.,.U~ a tl.%8ii prlee proue eonld be ~etao! 
to eoomand the "U.a;oreX Jl""blie O'C,p!>Ort that voUld be ,...,.._ 

aar;y tor lta co:Um:K cr,>eratlon. 

D. ~ t b e 1Dtern.al ~ =:: earU 1'1eate 'Ol'lncl ole, !hla ......U, 
aa explaliOed b&lov , aTold ~tp.r;y cl.lttl.cul Uea , prort.da e 
pel'Ol&llent l!lethod of fiDI!:>ct.:.c, 8104 atre!l;ltben t be productlOA 

&104 aoll eo,.&r"O<>tlcm J>I"'CZ'"'" v1 tbout ~TlnC rlae to aq 
:ojor A4Dlnlotra t 1Te cl.lffl:ultlea . 

IT, J.I!JLTSIS 01 '1'1!3 :P..t.lt-!DS' IJCCia CI2!!IJ'ICJ.!I PllOGU.'I. 

A. !be Cartltlute hog., •1..:>3 it voulcl. 100 t reaulre ~ 

tiou froa ~ !'reuag, voUld W'oiiiM~E-ter !.zaer- ii 
!!!:!_ 1De011e tbM !!!it~ the other !!!!:!.!. alteroatlna. !h4o cal7 
pooa1ble exception la a f~ orica proj!J'M, but sa baa -
aenUoiOed, tbia vonld t em to defeat tbe ooU eone&rTatlOII 
prouaao, gi ... riaa to e l thar extreel,;y cl.lfflcuH edal.zaiatzaUn 
probleae or t he t~ O'O&r 'b;y the GoTarn&ellt of ::erh.1" Uz'p 
t'lmc:U ou of tloe ea~i.b.ecl t:rede, 81>4 probebl,;y 1D the c4 
beco,. aveaped vtU;. a;caaahe cu;>;>l1oo u4 create a l .rp 
budptar;y pr oblea. 
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(1) tu 4-cr- or ncoe•• or.., effort to 11r1ac alloa.t a 
tal.r aa4 eqllltMle pllrt1cipat101l lo:r r_.,.. 1a u.. 
.-soul s.- rlU UpeD4 1a l•ce pen ... u.. 
.u.cts .... or u.. ......... traa lllhich M41U=-l ~.a..-
s. to ,. a~t. ~t tor t.bo poaa1'bU1\7 or obt&i&­
tac iJ!pron4 prso .. rr-~ eelea ~ u.. op...­
.u ... of.., 1a'-t1oul ~· t, U...a- c.lT""' 
poaal'bla aovcea troa lllhich the s.- ot tu..ra """T 
,. ia.eraua4, ..-1:r. oppropruu ..... or taaAa r..- the 

~e \J'1Ua17 aa4 i.Jlcraue4 prlcea to "-•Ue COll-a, 

Ya lb.cnll.cl -•t proMl>lT -· a t• .ora jlloUcina 11114 
aquitUla allo-t of public nbal41ao aoac U.. Tariou 
I""'IIP" 1a oar pop'lllatioll sr 11latae4 of ~ •- of oar 
nl>ll41 .. 1ll I..DdJJo·aet r-·· ftch .. tariff•, q"GOtu, 
-op~ prirtl.apa, aa4 publicl.T 1a.eraua4 nee• 11114 
'bu'phtac powv, all cr..,te of po>lll.le 114 !>.4, troa the 
""c'M'IIC· ,._ ~ ill the r- ot direct 11114 .... ~t 
eppropriatlou or po>ll).l e f'lml!a. lhlt ataca t.bia .... llOt 
doae, aa4 l1aca U.. po11iblli to)' ot brliiCiJI& aboa.t su.ch 
llll 14aalhtle erraac-t 11 arc 1 "acl7 r...,te aa4 
~1eUle Oll4ar t.he a:1attac cir-.taacao, va lhall 
'M o'blicad, - ... rel:ou:tc\17, to r .. ort to llll eYaa 
vidar usa of I..DdJJoact nl>a141ea sr ... - colac to attaill 
a re.-oDable davaa or aqui\7 1a t.he 41atr11ro.tloll of public 
vaate of 114. 

llr1~, ve t11l4 O'Q.taalTn coatroat.a vit.h • -aleo .. 
tact ..tdch a.at be takaa tato couidaraUoa 1a ploom.1ac a 
oovee of aetlOil t o achi..a aa equitable ranlt. !ha 
MatQrT of .,., .Uorta lo:r cro'IIPI to ~e t.hal.r cl.r.,... 
ataacaa t.hrO"ad> coou tal 114 h.u a.phatleall7 "'-
a\J'atad t.hU for a Tarle\)' of r-Ill \be appzopr latiOil 
rO'Q.te , u ~ vit.h 11lcraued pr1caa, 11 t.he hard vq. 
:Loac aco t.ha -acturlllc 1Dduav1 .. u a 'llbole were 
.,_,eu.a to reeopin IIIli! act oil t.h.11 pb• ou . llhaa 
1a - ch of coY...-Ilt ald., t.hq unall7 pu a oYer thl 
polliblll tiel or obta111111C appropr1atloaa of public f'Gil41, 
aa4 eoorua \hair req"Uah to "nl'1..,.. deYicaa, su.ch u 
bri.tf a aa4 q110tu, tor ia.eraulac \hair aalllac pricaa. 
!hie practical 11-lOJl dat-• t.ha renlt to su.ch a 
era'" art•t \hat 1t 11 dlfttcalt to MlleYe \hat f_ ... 
11re colllc t o -· a fair 11114 equitUla abara ot the aaU..-.1 
1...- eo lOll& u t.hq .... bllll41eoppad, u .,_,....t t o ta­
"-UT 11114 lallor. lo:r M1llc obllcad to receln lllara ... • 1a 
t.hel.r ~ ~ ~ iiOIPl'OFlatioaa rati:IC t.ha 

u.or.,.,.a pr1caa. 
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Wherenr applleable !!!!, Certificate l'l'Ofj!'em vould K!!!. 
ap:iC\Il.ture ! pe......,ent ~ ~ f1118ncing aore near-v 
CQIIPerable to that nov enJo:yed b:y 1Dduetr:y &lid labor 
througb legielation praoiding for tariffo, quotao, vageo 
and houro, and collectin bargaining. 

44 

!J!! Certificate Program vould otrengthen !!!!, .A.U. production 
~ ~ coneenation plane b:y addint: to the preaent caeh 
pqmenh the Talue of the cartificatee aa an additional in­
centin to coaperate in the .A.U. progr8111e. 

D. !he Certificate l'rOE8111 ~ ~ !!!It lliCIUity for _!a­
creaoed c01111110d1ty ~ &lid export eube1d1eo b:y 118ld.ng it 
poeeible to increaoe t he income of fermaro without reqnirint: 
an increase in do~eotie fara prieeo. 

I. '!he Certificate l'rogrom vould reduce the need for the non­
iiiid'etery apuropriation item, ~ 11ore then---pbo--;Qoo"""";"ooodlll'ing 
~ ~ the paet ~years, c011111only ~ ~!!!!, paritz pl!lJI!ent 
fund, and thue decreue the deficit that would othervioe be in­
C\irred,. 

J. !he Certificate Progr'"" could ~ convenientlz edllinhtered }It 
!!!!, existing ~ fne1lit1ee without appreciable increue .!!!, 
expense a. 

G. :!!!.! Certificate Progr0111 .!! unlike ~ ~ ~ taxation 
ueunl.ly regarded ~ regeu1Te. '!he principal factor that 
eete tbe Certifica te Progrem epert fros ordinary ealea taxee 
end siloilar regreeoive leTieo 18 that tbe proceed• ere to be 
uaed exelueively for tbe benefit of one of tbe loveet inco~e 
groupe emong the population. In view of the fact that all of 
the reveuue derived under t h e Certificate Progrem would be uaed 
to benefit a group vbooe inco~e io subotantially leeo than the 
income of tbo .. on whom the co ot would fall, it 11 evident that 
upon being coneidered in all ita aepecte, t he net reeult of the 
Certificnte Program would be somewhat eillilar to progreoaive 
taxation in that 1t would tranafer purebaaing paver from a 
higher to a lover income group. In thh connection 1t aay be 
pointed out not only that the &Terage per capita income 11 
lover for the totnl farm group then for the total non-farm 
groupo, but alao that eome of the loveat inco11e farm groupe 
(for inotance, ohere-croppere) have incomeo belov thoee of 
oome of the loveet nOJ>-farm groupe (for inotance, lll'.l workers) . 

Certain edditional rel&tad factore lOaf be noted! 

(a) !he Certificate Progrom could har4lT be called 
regreu1Te inoofar ae it aeneo onl:r to bring 
farm incase up to a reaaonable hietorical level, 
ouch ao parit;r. 
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(b) !be relaUn diaadn..hp .... cter ..t>ich f-r• are 
labori.Dc 1a ill4ica\ecl b)' \ba fact that no.,...tara 
group inco .. a lllOV baTe a JI'U'chaai.Dc pover tor food. 
appro:rlaatel.T ~ greater than in \ba 19<!0a. 

(c) Tar.r fev con.aoera obJect to \he p.,aent of priceo 
not in excaoo of thoae raqul.recl to giTa farmara a 
par1t7 or other r eaoon&bla return. 

(cl) A larp aa,joritr of the t ot al public rennua raiaecl 
in the tJnited Statea 1o darind troa trul7 regre~Sin 
t onoa of tuation. 

(a) !he public aid gr""\ecl induotr.r and labor in the for. 
of taritto, qootao, aonopol7 priorUapo, and labor 
lapolation, u.uall.7 haTe eftech oiallar to regreaain 
tau e. 

(f) !he Certificate Progrt110, aa H happana, 1a beat adapted 
to \hooe caomoditieo, ouch aa cotton and wheat, for 
..t>1ch •odera\e chanpo in the price of the raw product 
haTe little affect on conouaption. Moreover, the J oocl. 
Stemp Plan 1a being uoad to banatit the loweat inc.,.. 
no ..... tarm groupo and to protect t he public, ao vell aa 
t he farmara, agninat a dacreaae in conauaption. 

Da"l!He .!!! obTioua 'budpt!17 11alanc1DC .!!:2!.!!!., lli !!i affect 
ot lli O.rtilica\e Prop:a probabll _v~--~ ~ defiat10!!!!7• 
!hera are two reaaona for thiar 

(l) lA the t1rat ple.ca, thAI aa\ahliabMn\ o.f \he rOTolT~.Dc 
pool to plll'chaaa cartitica\eo fro• faraero and ra..U 
th• h ~acturara vould lnaert a aubatantial (parhapo 
at '1 h paalc aa such aa $300,000,000) of JI'U'chaai.Dc powr 
into \he eco....,.. !hh would c.,.. about beC8Qaa, on \he 
aTarap, far-ra would pt paid for their ca~titica\eo 
o ... aral aon\ha in adTanca of \he date on ..t>ich \he ,._. 
fac\urar vould be oblipd to acquire \lui cartiticatea 
and ret"Grn t.hea to \he Clcl'rern.ant. 

(2) lA tba aacolld place, there will probab]J' be a atrODC 
aD4 affect1Te daaand upon Congreoo tor a aubo\antial 
opproprlatlon t o finance a pnarel expanoion of the 
J oocl. Stap Pl"" wich haa prOTad to be benat1c1al not 
on]J' to far.ero and peroono on relief in urban cantaro, 
bu\ aloe t o \he -oua retail .. rchanh lObo are 
uauallr aODC \he 1101t iapor\an\ euat ... ra of local 
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...,op..,...e. U the eo-oalle4 peri \7 ~' ta4 were 
rea4a'e4 ,.....,.eea1"7 b7 u. llll.opUoa of the O...Utica\e 
Procr•. Ooacn .. aid>\ be e:q>ecte4 to IIPPJ'opriate a 
oiailer oua fer extend on of \he Joo4 1\-.p l'lan vi \h 
the con .. qa.eaca that there VO'IIl4 be no nat 4ecroaae ill 
COTeraaent open41ng. Jurther ubalanc1Dfl of the ~t 
voul4 W &To14e4, lrut with \he injecuoa of the pu:rc:haa­
ing power to be 4er1n4 froa the .. tablhhaent of \ha 
r&TolTiDC pool for cert1f1cateo, \hare voul4 be a .ub­
e\u.Ual net l..ncreaae in the pu:rchadnc power of the 
popnlatlon. 
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COI.OIIBIA!f FIIlliCK Dec•~r 18• 111311. 
•h ;50 P ••• 

llr. Hanes 
Jlr. Cot too 
111'. Whi te 
Jlr. Welle a 
IU". Jooea 
llr. Feb 
llr. R1otlor 

J e eee, this i e the way the thing a tanda, ~d 

Cottan can correct "'"• because he baa been 

tollowing 1t . Thia rellow Ja~llo, or aome­

bod:y , lll&de an otter ot two million dollara. 

The Bondholders Proto ct1va Coaal t tee C<lll8 a 

back anO. s a:ya, "We want two million three, plua 

the interest on this acrtgage bank, • mien ia 

o. K. . 

They don't 
llr. Jooes. 
yet . 

aay that. They aay tba t to ::rou and 

They don 1 t eay that to the ColCIIblans 

lfow, over the week- end, the President ot Col011b1a 

s ent the telegram which Jack La:ylin tells Duggan 

who tells Cotton and I told Cotton to get 1t to 

)'OU. 

He did. 

They announce a million and three-quarters lesa 

what they owe Groat Bri tain, which 1s around 

two hundred thousand dollare and roughly 1t geta 

down to a million and a halt, and I say, 0 Sp1nacb. " 

I am with you on that. 

Aa Cotton aaya, these tallows a&-e pollt i ci&na and 

not just like you and me, a couple ot hardheaded 

buaiDeea tellowa. We do.n't say it to ~ eo 

rough, we aay we will keep on negotiating. 

I aay, "Spinach, • too. 

It 1a a ll a queat1on ot whether he wUl aee 1t be 

can get anywhere on the baa1a ot thoaa 1nat ruct1ooa 

and then aea 1t be can get aOIMwher e on any othera. 

We have SPt pol 1ti c1ana ourselves. I read that 

-rendum you sent. 1ibo are 70u •eting with 

thb atternoont 
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Well.; Well .. aDd Fela w1ll be he.re. Wellea !Mid 
been aeeblg the Y&rioua people CODDected with 
Colcabia. I tawen't- ~bod:J. I did aee 
ltr. Tra~ ODce. Toe were out or toWD. He 
~e da-n bere aDd -de thla report aDd sa1d he 

-.ranted to hea.r ~ - aDd I th.1nk we bad better 
get word to h1a that I wOD 1 t be able to call h1a 
toda7. I w1ll ca.l.l h1a to.orrow. 
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Well , 1t 1a :JOur Y1ew lhat we ought to atand behiDd 

the ~ttee aa l011g aa the:J are reasonable! 

Tea. I tboUE;ht thla, tba t - caald aa:J tbe State 
Depart:.ent - 1! that 1a .mat tb.e Preeldent or 
Coloab1a wa.nta, tbe:J ean M:J 1D aD:J k1114 or laDguage 

they llke that - are Just not golng to do anythhg 
OD that k1Dd ot an otter. We doo't tb1nlt tbat 
ld..Dr1 or an orr azo 1a t a.lzo. 

I aubscrlbe to tbat a lnmdred pezocent. 

And that untll they can :site up an otter which we 
think 1s ! air, all beta are ott. 

Do :JOU "ant to talk this oYer and aee 'llbat llr • .:onea 
tbJ.Dks about 1 tf 

Dooe that cl:lange wba t I aa)'t 

Bo, tba t juet puta 1t 1D a d1tterent -Y· 

!&ore gentle, d1p~~c. 

'hl.l, they are ·-~ Dnggn trequentl,., and let 
llr. lfel.lea a.ad tozo thla ColoW>la.n Aabaeaador aDd 

put 1t to h1a polltal7 that ..., aa)' DOo 

( ltr. Ye1a and lb'. 1'b1ta etar the cantermce) 

OYer tbe weeii:-ODd I r;ot th1a _ _,rc>dla ot tbe 
con•eraa.tlon be~ Do~ aDd .Jade IA:Jlln which 
I aall:ed Oottcm to -a .ar. tba t :JOU aaw, c1dl, 
to .-up, •• I --serata.Jid 1t, where the Allbaaaador 
or Ooloab1a. md llr • .T~llo were ottel'lna two 
111111on net. 1!1.e:J _, offer ua a allllon ae•en 
bwld.red t1tty ~aDd dol.la.n, out ot 'ltllch the 
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Br1.t1ah han t o be pa1.4 ~. '!bat br1Daa 1t 
dotm rough.l7 to llbcnr1: a wtllt- and a hair, 

Ia that corroect, Doc~ 

Yea, 

len 't tbat about right, l!erbertt 

Yea, ~-

ADd 1t ae-.4 t10 .. - tMa 1a cocdng rrom the 
Prea1.dent or Coloabh. I abo understand rraa 
Cotton, who has got .rro. bbllng and Jack I.a7li.n, 
that the7 as ccnm.sel ror Ooloahla reel that th1a 
1a not ra~ and ju.s t s1.t~ around ch1Dn1.ng here 
while we are wa1Ung, •e tboll91t that 1.n acae 
polite :an.Der lt aboul.d be con-7ed ••• • 

Bow ... 7 ,.ears or pa.st otue interest Oll this 
Col0111bian debt , fiye 0~ SiJrt Do 70U know, Cotten! 

P1••· 
Do 7ou kno• when that fiq ht 'lhe nrat thing 
7ou know 1 t will be '40. I •ODder whether we are 
4eettng rlth nve :JS&re or aix 711are or a ccamlated 
i.ntereat. Do :JOU ~ 

I 4cm 't know. 

~·'OJleaz Ban 7011 ePt that , I:octo~t 

I !aYe got a t1.g11re g1.'ND aa ODe a1111on six hundred 
twent;,-rour thoa.aand dollara. I don't know 'lbat 
p eriod or u ... tbat covere. 

It 1a the 45 aU.llon - they have bought 1n sane 
or thb <l5 ld.llJ.cm now outatancUng 1n th h count17t 

.S outstancHna, llr. ~-... Ye daD' t know how JDUch 
or 1t 1n u. Uld.ted Stat ••· '!be Depart.ent or 
Oo-ce'" beat ..-.. - bat t.be7 -- ua that 1t 
-7 be -7 oN - 1a 26 1D th1a count1'7. 

Twet:J-•1.&! 
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There ie t5 ot tne dollar iaaue out. Their 
beat gueaa ia that 26 ot it ia here. 

Ot course they have got to provide t or all ot 
it alike. 

That ia right, air . 

We are al l doing our homework. Ia the so-called 
Layl1n formula the one where we do it on the bash 
ot their income t 

No. 

I don ' t like that one. Supposing I read out loud 
What Cotton b a a written. It may help ua a l l . I 
th1nk he ia the only one 'llho baa done h h home­
work, aa tar as I know. 

I think there are t i ve year a ot over-due now. 

May I read this , which was handed to me Just 
before you came int 

Pleaae. 

Thla 1a wri tten by Cotton. 

"The Col ombian Ambassador be into~d: 

"(1) ~t the Committee regre~e that , apparently, 
· ao little progreae has been made toward a 
aettl-t; and muat 1ntorm him, 1n all 
.f'ranknees , that it sees no hope, given the 
instructions recent ly received by h1m from 
Prea1dent Santos , ot a satietactory per­
manent eettlement which would rehabilitate 
the credi t ot the Colombian Oovernment a.nd 
provide an adequate basi s tor cons~c~e:ra'•~•>~­

by tb1a Gove:mment or tuture credits to 
Coloab1a. 

• ( a ) The Ambas sador must real ize the unfortu­
nate effect produced upon the Council b)' 
h1a atatement that the over-all aum tor 
bond service, wh i ch he indicated h1a 
Gove:rn.ent -• prepared to make available, 
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Could include aarrlca ot tbe aterllJI& 

•• well aa ot the direct dollar 4ebt. 

'ftl.l• point baa neYer baeD ra.t.aed 'beto-. 

"(b) It 1a ••en .,re -.to~te that• 

art•r orterlna two w-Jlltone 1D .,.,.] 

aenlca the Alllba••dor would- -

the bade ot his rece11t inaa.cu-.. 

han to 1Dd1ca te to the Caomc11 U..t 

thla ,_ would be 1DJ.t1~ re<tuoed.• 

.. 7 I interrupt thatt 'lhe intomation. 1e traa 

I.a7l1n to Dugaan. You ban J»Yer bad it tftla the 

Alllbaaaador to the S tate Depart8eut , 1a tbat ~t • 

.:roet 

The Aabaeeador lmew ot La,71J.n' a taUt to T)J~ and 

approved ot it. 

But 1t 1a I&7lin to Dusgao, r1e;Jltt 

Yea. 

I don't lmow whether that ia •••• 

Io other words, 70u haven't got it direct :ret. 

I would call that not direct • wau.l.dn' t :rout 

I would not call it direct. 

I aeao. that 18 the point I anted to ~ •• 

"(2) That the ~ttae teals. in ao tar aa 

it baa been 1ntoraed ot the cCIIJ'f'era&tl­

between the iabaaaador .ad the Ooaacil• 

that the -tter ot the Go_,_t.-a--n­
teed .,rtg-aa beDk debt baa be-. ln8wlt­

tlc1mt17 uplored. OD the ta .. u ot the 

lnt'orwatlon a•ailable to 1t. the ec-tttea 

underatande tbat tba --.mt ot lbeaa 1>oD4a 

wlllcb r.-tns au.tah'"''na 1A the ._da ot 

the public 18 IIUch rednoed • ...s. aceoMtn&J,7. 

that a relat1nl7 1M1pit1-t -~ or 

toraip e1cbua&e would ba reqa1red to 

aanica tba outataJ!cHna baaS. U' • - . .­

-.tot 1be lntereat :rste ~be arri•..C.._., 

at. !be Aabaaaador _, N&ll.&e tiM 
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Slllp)rtaace or reachiJia - adJua~ 
1a rep.l'd to thue s-r-~ bcmd8 
trca U. at:&D4po1nt ot reabll.ltat:l.Dc 
the cra41t ot hla GoftZ t. It u 
bo-..-l tlat he w1.ll aaak mau..teU.ona 
*lc:b wlll. paadt h1a to 1nd...S. tbeae 
boada within the a eopa or hU e«lwr­
aaUC%8 with tbe CoaDeU..• 

... th1a wr1tten 1n tbe ~ It u woDder­

tu1. .. a:ra 1~. .u-.n•t JVI:l aarp1"1.aacl! 

52 

I ba- ne•er aen ~ c:aae out ot the '!'re&SUZT 

tt.a t baa DOt beeo •ell d<11>e. 

'!ba:llt JOU. 

• (:5) .lt tbl.a ataae the eo-lttee doe• not reel. 
-ned u;pclC to expreaa Cl op~ aa to 
'llbat ~ c«~~Stltuu a reaaoaabl.e bade 
tor pe.~t •ttl.-ado ot tbe ~ct 

do:Ll.ar debt ot the ColcwbiaJ:l Gowz ot. 
Eo .. •er. •• stat ed abow. the ec-:itt­
aeea no hope ot aet~ent within the 
l.1.z1ts or ee tnstrucUaaa reca>tl.y re­
ee11"8d by the ~aad.or traa ?resida:lt 
Scld.o a. !he a ba.aa&dor -. t underataDd 
tba d1tt1c:ul.t7 1n 11h1c:b the Cow>cU 1.a 
placed 1n bellJg ukacl to oaca1der an otter 
which does DOt --- up to the pl'Opoaal. 
( which did DOt :Lead to agre-t) 1-
eated 1ntorwe11y to the Depart:.mt ot 
State l.aat -•r• 'lhich tbe tblm .lllbaaaador 
t'roa Col.olabi& decidacl be 1110ul.d reoo d 
to hU Go+ti •t 1t a.a.-ared or a ta110rabl.e 
reception tor the Co1mc.ll. 

-xn U. hope tbat earreraatlcma betor- U. 

Allbaaaador IODd llr. ~- _,. cont1n­
with .-. prospect or rea~ an agJ"e-t. 
tile ~ttee baa 4 H;1ded to,.. ncb in­

n-ee u it poaaeaaea to rea1;rain U. 
Ooane1l. troa .. ..,'IS a pod.tlCD rlth the 1.­

baaaado:r which m ght l.eaod to a hreakdown 1n 
n esotiatlcme; -s. em the otber h-s. U. 
a-ittae t:ra.ata tbat the Colc:eM•n g>aspdo:r 

r-l.• u.t be 1a 1n a poaJ.t1.- to •e* -
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aDd -N aatlstactoi'J blatructicma t'rc. 
hla Go· .. ~t 1n reprod to tbeae negoti­
atl«la. 

53 

" (a) U it is d .. U.b.le to go further, the 
J.aba~aador ~ be 1n1"onae4 that a per­
-...nt .. ttl-ant along the following l1noa 
would se- re&#on&ble: 

•.t.s reprods the direct dollar debt: An 
1n1t1al three percent int erest rate; recog­
nition 1n pr1Dc1pe.l or the arrears aa pro­
vided 1n the 'La7l1n proposal '; • 

llbat the bell 1e the La7l1n propoaa1t 

'llat ie the one last •-r, one-sixth or the 
arrears •oolld be paid. 

Do 70u .ant - to read itt 

"Interest rro. three percent 1n1ti&ll7 to tour 
percmt, provision to be -de tor liquidating 
arrears at one percant and si.x ailllon or Trea­
au'7 bcmds to be lgllo.red or cancelled. The 
1n1t1al pe.;raent, one aillion au hUDdred aevcnt:r­
tive tbouaand ot the tlrat :rear, be kept near the 
budget figaro by l.ild.tblg a:210rtl.zat1on to a s-.11 

amount a t rirat.• 

'fhe arrears bore acan those which tbe Council would 
agree to. 

Look, th1a pe.ragraph; beg1nn1ng, "As regards tbe 
direct doll.ar debt, • bow ~meb •ou1d that total a 
:reart I.s that bro .U.Uon or two c1ll1on three! 

Two alll~ three. 

Two atlltoo tbreet 

Yea. 

Baa ta:rlln agreed to two a1111on threat 

~. I Jwst ea14 the arrears prortded by the ta:rlm 
pro~, whj.dl 1e cme-e1xtb proposed by the Coun­

cil.. '!he eo-ell aa14 it wcnal4 Ju.at a ccept an;rtblng. 

Regraded Uclassified



B,X,Jrt 

Cotton I 

H.lf.J'rt 

Jones: 

H, ll,J'ra 

Jones a 

Cotton a 

B,W .Jr: 

Jones: 

B,II,Jra 

Cotton a 

Jones a 

- 8-

ADd the IA:rlln h one-a1xtht 

That 1a right. 

You are r..u.Uar with that! 

That is one percentt 

llo, 'IIlla t the Council aaid -• th1.u 'lhey take 

au-a1xth of the total arreara and dl'rtd.e that 

so tlat that wlll be pa14 one- tbuty al.xth eacb 
:rear for thu-ty-elx :reara. 

Yea, bot that la one percent per anma 1Dstead 

or aix. The notes are at aix percent and DOW 

the:r accept one percent payable over a pePlod 

or - ho• ~,., alx :rearat 

Yea. The Council is ready to accept that. 

Ia that one perc ent! 

Yea, 

I dldn't Jmow that. 

•1. four percent rate after the arrears are d1a­

poaed of and a a1nbmm annual •ortiutlca or 
five bundred thouaLDd dollara ;• 

I a gain aay that that totab two lllllion three 

a ,.ear. 

•~.a regard• the guaranteed debt: .l three-to­
three and a halt percent rate; aaortlsatlon at 

one percent of the face amount of the presently 

outatanding beads &Jmually. • 

Aga1D, 1e that what the Council wantat 

Io. '!be State Departaent seeaa to b&ve i.llro~­

tlon that probabl7 OD17 tour or nve wtlHon or 
tboae boDda are outatand1Dg i.llatead or the ten 

we are figuring on, eo tbe7 are ratber -u 
a.~unta. It depiDda on the basle for t1gur1zlg. 

Does the two llilllon three include all theae 

three iteut 
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Jlo , tbe two aU.llon three 1a onl.y on tbe dl rec t. 

It doesn• t take c:a.re of the Land Be\ks ! 

llo . 

Ir you d cm' t .Und, I would llke to do ~ th1Dg 

a llttle dltfe rently. All of th.U h al.l. rlght 
wi th the exception or " ( a ) ", and i.naaaueh u 
llr. We~~es s a ys that he hasn ' t rece1Yecl an orr1:.. 
c~ notice f r 0t11 the Pres1dant or Co~o:abla, I 
would l.lka to IU.lca t h i s suggea t1on to llr. 11e~~aa, 

lt it la agreaab~a to llr • .Jones, t!lat Jlr. !".Uea 
send tor the Alaba,saador or 'lboeYar he deals rltb 
and s1aply say • "r.e bear that the President, 
Santos • says so and so. It tba t i s correct , or 
cours e we eo~dn ' t a ccept it.• 'lhat would a e-
to give the Presi den t or Co~~1a a chance to back 
out again, wouldn' t i t , and not gi n th- at tbu 
s tage a ronau p~ that wo woul.d taka, you s ea. 
It •• gln tha a rom.u p~ they wll~ Jus t back 
a- y t'rom tb!t agaln and t ry to begin to trade 
a.galn. Tbe rreal dent or Co~ooab1a says, "A al~on 

seven hundred t 1t ty, ~ass what 110 on England . " 

ltr. l:el~os could say • " I hea.r that . Ir that 1a 
correct, or course 110 couldn ' t go u ong, "!!at lliOW 

i t you boys rill caao a~oog with a oae tblng llke 
wbat you ortorecl as t s-r -ybo we ean g et be­

hind that, • but not g1Yo th• a ronau .P~ at 
thU t ae. 

I doubt 1t we ahou1d gh a a r or:oal. p~ now. '!bey 
are the peop~a tl:a t are s oekJ.na s 01118thlng. ~ 
want a new ~an. 'lhoy owe this ,.,nay. 1io are here 
to h elp sett~e with the holders or the old ~ 
and i r that can bo d cme on the baa1a or that we 
can adYlaa th• we will eona1der ~endlng t~ sooaa 
n ew _,.,.,.. 

Bow a bout doing tb.la, doing exactly wha t :ieDry ba8 
.. ggeat e d and then saylna, •r ~·t tl:at you got 
new 1natructiona and ~ot those new 1nat=ct1cna 
~prehend what 1s the bea t orrar you are prepared 
to make. • Otherwise, thla w1..ll. be 1Atemln•bl.e 
a.D1 .. want to sat it dona. 

Bat no t at t h la t1ae to -.leo any t'or.a1 otter. 
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Jlo, I qld. ta a,gree. 

:U t.bat al.l ~t wit!l 70u, Jesse! 

I .. oot ~ that 1s good taetiC8 , becau.sa 

when be pt. out a.Dd aays, " 'ihi.s 18 the ~at I 

ean do , • ttc:a we are pat up to tho point oL be~ 

to aay, "'lreLl• I - SOt"rT, we can' t do it. • 

11ba t I ~ted -• tha t Kr. ll'el.lea ny, •u ..cat 
we Ullde~ta:ld or 1be proposal 1s earreet, H 1.a 

~·lbl.e.· 

But 1! Salmar aaid 1n add1t1on to tba t , "'''eU as 
what is ya=-••• • I don ' t llke ul.t!aattma. 

I c!oo ' e aa:re to use the wo I'd "best • • I can sb1;>1:J 

se,., "'lb&t ia 70= ot ter ! " Otherwise, the7 are 
go inc; to .sit !:>a clr and -t t t or us to :>U:e ac.a 

ragges: tan. 

Coul.da' t JO'l e:o • u t tlo b1 t t\J.rtho.r ana •• J' !;bat 

i1' • bat - -.mde:rst-and tile ?:resident bad 1D IZI:1Dd 1.a 

t!Je1r o rto:, - =oul.d. toll th- t.bat 1t 1a u.solesst 

lio•• lb1.s CCDTarsat1m !letween Duggan and - wbof 

Is this !~, 1s i t a pe.rt or the proeee<Ucgs! 

Io. La711.D 1a a etl:l& as eounsel tor the Q>lcn'!rl.., 

!!abcars 1!1 tb.1a -t tor. 

Jlr. Sa~e~. 70u ealled -.:r a ttention to eorr­
prieaa. 'l!ba deeli.De :a.altoa e d1tterenee, a t pres«>t 

rates . o.! &boat ton wUHon doll.ars to tbes in a 
,.ea.r. tba"; ta . t!le reeant deeline 1D tba1.r oott­
¢eea 'llldch toGk plaee owr tba laat ~ -a 
-.. tbat tba7 :!-. n ten Jdll.J.on dollars a 70a.r 
le.. !ore.J.p e1cballs• than they wo'lll.d bawe 'b8d. 

bad that :oot dee.I 11 Md 1D priee. '!bel' ~ otter 
that aa •~ k:1D4 or a juat1t1eet1on tor attc~~pt1::¥: ... 
to reaz:cd- thdr otter ot last •~· '!bat 1a 

Regraded Uclassified



s .. LZr: 

!laDes: 

;._. ,X. Jr: 

I e1laa: 

.raau z 

Tel.laa: 

.Jcmea: 

lfellea: 

~ooaa: 

Telles: 

llellau 

- ll- 57 

*7 I tn1Dk ..lt 1.a better not to ban an7 specU1.c -

Give t~ anotber chazlce to -e b.ck. 

Yea, I do. I l..1Jre s-r•e euggestlon and 7<N:r 

.uggee tlon. 

i'beD 1! that • • • • 

'lbat he le golzlg to aa7 l t' I •7 tbat " couldn't 

poselb17 expect thla propoaal to be cone1de~, 

be ls thm golzlg to ae,7, -.e11, tel.1 - t'rankl7 
what do 70U t2t1.Dk dll be CCIIlslda~. · ~ repl7 

then rlll be, -.al1, wb&t le 70Ul' orrart• 

n.n I thlDll: we call "1"7 proper17 glYe u- a 
propo.sltlon mm be asks t'or lt. 

I tb.l.nll: tbat ls l.newlt.ab1e, he rlll. 

I eboul.d th1Dk lt woul.cl be. '!ben be bae ael<ad t'or 

us to glwe bl.a ODe and we rlll glve lt to b.Ja. 

All right, we all agree em the procadu.re that 8 8D1'7 

euageate then. !be q»>etloo. then 1a as to wb&t 

p~poeal we would. eau~lder ta.lz to put up to b.Ja. 

Tba t we would c:Cilsldez t'ab't 

Yea. 

~ we read7 to dJ.eeu.ae tbatt 

I- Na47• 

I -· 
Do 70u want to talk 1'1ratt 

I don't care • 

.. ha'IW •• a baala t'Or -lderatloo. tbS.e ~­

tlon tha t le ln Ill'. Oottcm'• .,_,ran&a bere. 

As a badat 
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Yea. 

La that a pos1Uon this Colllal ttaa ~ts to taka, 
as to mat lt res-rds !air r&ther than to e'f&:tuata 
the ~nt they .tgbt ~· wlth the Clc>uncllt 
1hey are injecting th-.ehes right into 1t in 
place or the Coune1~. lllgbt 1t not be better to 
get a better orrer rr.. tbe:B aDd then 388 mat 
the Counc1~ 4oeaT 

Tbe Council bas been doc here, Harry, .n tbe 
Counc11 bas sald to oe, ~e will do business on 
a basla o r bro m111oc threa, nn·e r ll.1nd how lt 
ls divided, p1us a satt:t .. eot - that tha -rts-ge 
bank llbould taka caN or thla 1Ddebtadnass, which 
1 t can arrord to do. • 

I bave here •••• 

1ih1ch 1t can a.l'tord to do. 

I have this aemorandulll. It says tba t lfr. n-.ph8g-
1D.I'oraed the Sacretary or the Treasury on Dee.-ber 
14th that the Counc11 had !ol"!!IU1atad an lrl"Sduclbb 
w1nl•n• which is presented 1D the attached achedule. 
It will be noted that this d1rtera trc:a the Lay11n 
plan only in that the proposua are :Larger 1n1t1al 
CIOrt1s.at1on and an increase 1D t.bo arrearS 1D 
t'he yaara inst-d or six, utboQgb llr. Traphagao 
1ndieated a w11Hngnaas to follow the La:y11n plan 
in thia and provide !or 1.n1t~ pay.anta or 
fOUl' l:nmclred thousand OD the go.arantaed banda Of 

the agricultural 1110rtgage bank. 'l.'ba :tatter, added 
to two allllon three, wCJQld NW1t 1n to~ pay­
.ants ot' two alllion seven a y~. 

They han gone into the guaNDteed debt situation, 
lfr. Wellea. lfr. Traphagen - s qulta appaNint:ty -
when he tal.lred to the Secretary - that la, apeald.n.g 
on a tan ~on del1ar basta. Jlow, 11' your 1D­
!o~t1on 1s oorract, I taka 1t that probably there 
are ~ t'e»r ~- or tbose boDda outataDdlng 
1.n the banda or the pubU.e, 11b1ch oban.gea that 
oens1dal"ab1y. 

lfr. Seoret&ry, I would llke to .ake another plea, 
that 1t 1a awt'lll~y ilaportant tbat this settl•ent 
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ba .. da aD4 awen at tile .. eri.t1ee ~IV pol.Dt 

or .,1.,.. or a little b1t l aaa ra'fOrabla ta­
tban - a1gh t l1lta to aee, 1r 1 t can be -.!& 
em DC ,.,re ra.,oreble te~, and rozo that r 1 aao 
I llb.CIIIlld t.h1.llk that we ahooll.d ba 20at rehe*-t 
to aa:r ._ t - reg,a.rc! aa ~aon•hle U tat ba 
talt- aa - 1Z'racl.uo1ble w1n1- -d ratilazo IJ:aep 
a rzoee band, 'beoauaa thta -:r b~ do .. aDd I 

th1nk 1t would be -•t 'lll>l'ol"tlmata. 

I bear't1l:r agree. 

I uaed to att 1n -.:r r atber'a oi'fioe 1lbeD be ... 
Aab&aaador to '!'m1cey and tbe _,. U..e reu­
&ra aetl.nt;, I d.m ' t tb1Dk tba:r azoe .,_., Wlleb 

d.Ut el'Cilt !1"011 tb8 T"arlca . Aa I rvnn'ng tile ~ 
down! 

I get the tapzoesatoo JOU are J"'WW"'ng tbe Ct-lQWhhna 
down. 

lJOba t I ha'fe 1n &tad 1s this , that 1! - tozo tiM 

tlme be1D$ take t be postttoo or tb8 eo-en aDd 

bold rozo the ~ atlllon t.bree plaa tbe th1.Qs 
011 tbe Co:w.htan bank aDd a Uek to that , ~ 
- oan gat - go 'bac:lt to the agr 1 t or laat 
a rr or two .tlllcm dollazoe, boat I pthar tbeu 
relloora are tradere. 

Jeaae, tr - sttc:lr to tbe podU.on rozo the t~ 

ba1D$ or the Cowaetl aDd thCl tbe7 •:r 1t 1a 

Ured.uotbla w1n' - - bat I tb1Dk U C.7 CCAild 
gat two atllloo dol.lara oo the l.1na tbe7 -uld 
take 1t and l1lta tt. 

"o JOU tb.tniJ: the Collllell would! 

r - just gae.aal.ng, but 1.r - .. 7 ~ w1.ll1on 
- to Co'--bta, tba7 go back to a aUJJm and 

~qa.rW .... 

'Dw c-notl wuul.d take l.eaa tbeD a teapo~ 
Mttl-at. 

'fbi Col.c.btana won't d.ta-N lt oo that taz.. 

I th1nk tbeae raU.O.a azoa trMers aJd 1r.,.,. 
attc:k t o two w1.ll1oo Ulrae plaa the~ 
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balk• we w1ll baYe to do a lltUa t'Joa4.S.Dg YUb 
~ ._t do JOU thiDk• ~e ... ! 

DDeto:r. h 1t JOU:t' tlllde:reta••"'>& that 1.n tbe 

ca:>.a:r'8&t1-s last .-:r • ••• 

to 

I daD ' t mow wb.a t tbe two wn 11 OD 'al)uld pa7 • I 

lib the 1d- or baYiJ:lg a c:e:rlal.D tued ae:r'Ylce 
cbarga, tlbethe:r 1t 1s two aUHon o:r Gather lt 
i.s uae otber sua. ~ I tb1l>k U. t 1 t .. COtll.d 

haYe .,..t.hlng to do n th bow U.t -e7 .. s to 
be used , prorlded - baYl.ng 1.n mn4 U. t w ban 

~t to go to the lllll. tor .ane;y tor the t:.nk 
am tt:at .. bne got to race a ec-1ttee which 

l.s ;;o~ to •* sc:.e pe:rtlzumt Cl'MStlo:>a . 

l ~ 1t we sa1d to the Cb~UD Go•e~t 
..t,pt no• two ::allllon dollars , the7 wou1d back 

2"1.;;ht •-7 troa 1 t -.gain • 

u we do . 

~ doD 't DOled thb -.me7 •e17 t:a<UJ. 1r that 1a 
't.:!:la caae • 

Iel..l . the7 oftered two aDd the;y think we are so 
b:>t ro:r a aatt~-ent now that tbe;y are o fterl.ng 
~ut a x1 1Hon and a hal.t'. 

IOb7 are .. s o anxlou.s tor a setUe-t! 

~ ~. I tl11.nlt tbe re are a sood -.xl7 l'II&SCID. . J' esse . 
I t:!l.1nlt that lt 1s bed pollq at thb tl.e to let 
U11.a .-tter be -.settl!ld. It l .s creating UZ'J' bad 

op.l.ld011 1.n tbe Unlted Staces . as JOU know. You 
were just speall:lng about tbe ..-ctlOD em tba H1ll 

aa1 all onr tba oo-t:rT· U .. sta.rt gettlllg a 
•:rl•• or preu attadcs. as .. probab~7 nl~ soClll• 
1.t: ~ c:raate reseD~ d~ thare aa1 ~ 

_.,bed r-Uaa· It ,.. pv.re17 .rr.. tbe pollt~cU 
-.pact. Prca tba eC""' t c aDd n.-n~ aspects, 
J: th1.nJ< that t h b thiDa balng aatUed .U:es lt 
posai!>la to:r J'OU to -.mde:rtalta _. p:retq ettectlw 
..,,m u ca,g the Unes ot credit. whleb I waul4 th1Dk 

~babl7 •CJD~:i be p.roductlwa or pl'lltq tar :raach1.n& 
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beDefita 1D 7eazoa to eaae. 

Then aalde tl'CB that -.bat are tbe ed.YaD~ea as 

regarda Soath -'-Brtca and tb.1.s coa:ntl-7, and ao 
tol'th omd ao oof 

I th1nk wha t I haYe just aald coYal'a that prett7 
we11. 

I doD 1 t see bow we can d eland - ezeapt!Dg rec-­
mendlng to tbe bondho1dera or agree~ to a OIM 

pel'cent aett le.ent on the a1.lt pe~t 1Dtereet 
obligation. I wouLd a good dea1 Ntbel' take the 
net na, and I woul.d rathal' a c.c 1e ta tbe - add 

to the f 5 , thl'ee pel'eent 1Dtere.st tol' these the 
78&1'S and then gt•e th- a ·~t thl'ee percent 
bond !'rom there on to -t:ur1ty, take t he ..... 
doll&l'e tba t Col.o.:bla u go.Lnc to pa7 ul.t'--tel7 
and t1x a formula that we can P'Qt 1D the - on 
pl'lndpe.l witbout ehal'g1Dg U... m17 • ore 1100e7. 
'lhla th1Jla 1s jt8pJ.na 1'I'QOI tbzoee and a QlaJ'ter 
and three and a ha1r and tour. I wouLd rathe:r do 

1t the other -7 and gin U... a thl'ee and a balt 
pe:r cant boo d. 

'!here -• ·~~ orlpn•ll7 aatd about ~g 
1t t1ex1ble so as to peratt tbe bCIDdbo1del'a to 
get a little .ore and peal t ~ to pay a lit tle 
IIIOI'e, 11h1eh wou1d g1n u- the poaa1b1llt7 or 
-k1ng ._.th!Dg or tbeil' el.a1a that 1n this w&l' 

at tua t1 oo tbe7 are k1lld or hazd ;rat and .,at be 
ao:ae protection to the bCIDc!bol.da:ra. I thollOht 
thel'e was gotng to be ._. ldl>d ot Uex1b1e scale 
be,ond an 11Toduc1b1e and accepted w!n!ww that 
lll.lgbt take care or that and eel'ta1.nl7 woo.l.d look 
a :lot better both t"ras the point o r rlew o t 

Co1c.b1a and t:rca our po1D~ or new, tr - aueh 
arl'&D6•ent could be wodted -t and •• oou:ld ~t 
J)I'Oidse ot 1Dcreased pa,-ta :later on 1t tha, 
couLd artol'd lt. It a.tght be 1D addition to -
a eceptab1 e ••m- and 1t aJ.&tlt .aka lt po .. l b:le 
to c.:.e togathel' on !:bat w1m- -w, beceuae tbe7 
-7 ccae &I'OlUid and aa7, "'t:all. thtnp :look prett7 
bad t o ua. eorrae 1a dropp!Dg and will drop st111 
.,re and lt la 60 perc-t o~ O!U' azporta and we 
at.p1{ eeDJlOt ~t ourae1"'• to pa,.enta ot thla 
kind. 

61 
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I don't ttl1Dk theJ' are a GUild 1n tlla t . I tb.l.Dk 

tbeJ c.D artOJ"d tD ~ .,..., ret tl»7 could ~e 

-a> ot tbat u'& t aDd 1t " can take •-T 
tbe SUGJll>U~ ports- o!' that bJ sa:r1q, •All 

r16ht , let'• baYe tb1.a ~t DOW aDd u.­
let'~ ,.jce thi.B fiexlbla portioD, • I wome"l' 

wtletber that _,. be a be.si s to"l' aa.proalse t.ba~ 

m gbt work out aat1s!'aetor1ll'• 

I see no raasoc q - sboul<!n't - 1t " t1xed 

• INa or $2.~.CXlO. or wbatever tbe .,. t.a, tbere 

1.a no re&JICil ~ - abouldn't, due to uaaatu.ral 

ooncU t1au co• • take a lesa .....,1mt tor e p~ 

ot one = two or t:br.e yu.n or untll CODUtioo.a 

have adju.atad IJ:Mwse l.,.a. '!bat wouldlll't be -

that wouldll't be :oo bad. You could let tb.e p&7-

.ent 1D anr eftA; be -o~ to p&J' tb.e interert 

ot tba enUre debt. 

'Ibere 1s just ooe point tber-e, Jesse. I doc 't 

t.b1nk the Q>lcwb!., :;o,..n.ent wco:tld agree to 

~ exeep~ at~ t1nal Mttl•ent, aDd 

~ 1n tba -~" ot a aettl•ent 1b1eh 

envisages ~·• in the next tn ,_... rtll 

llalce tb-, I thiDlt , reel U.t this 1s oD a -

porarr bLSl.a . 

I aa t•lld~ aboa:t a tus aetUea.ent, t:ut 1natee4 

ot - 1 r a _, ut cc •• ....,.. buz:ldroed r1 ttr tbou.sand 

would serve !O"l' the nell:'t ,.., • .,., tbere 1a no re&llon 

• hJ ... abauldn1 t - tbat 1s t'1Dal. 'lWo mllion the 

oext rear, ~be, two IIDd a quarter the next J8a"l'. 

Probe.blJ get 1Q w JVU"l' t ixed wa. l'llat could all 

be detinlte. It need:z::t' t Ia d epeoc!Sng on an:Jth~. 

I think there 1a -cob in tba t . 

A lot or p-p1e - J'OU ata"l't out w1th tba tb.1J:Iig on 

a ._u er .-t aDd '~beD the ecocH.ts-& are a 

Uttle better 1d.th ,u, J'OU increase J'OUr' pa,.-ta. 

I tb1Dk tbat 1a a ••rr &ood idea, giwe tt.• a 

cbaDce to fl&7 less ! o"l' a tew ,eara. 

I tbink tb.e7 -.14 :lne tb.et and I wou1d lUDt 1t 

it I waa in tha1r place and I would Ul<e 1t t'llla 

ow- .at...Spoin~. 
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e.~.Jr: 
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Iow. 1.t you ea.leul.ate the paat due interest at 
tbree pcoceot. that UIOUllta to somethiJla like 
seTe:n m d a ~lr m1llon dollars in adcU.tion 
to the 4.5. !bat would be aome 52 or 53 mll.llon 
dol.lara. 53 tilllon dollars takea a million 

C3 

au hundred thousand to pay the interest and you 
can t'1.x the interest i t you want to on your 
h1ero£l}"Ph1 ~. 

I just '1111.Dted t o aee wba t you ere using. 

'three. 

Yao. .._.,. gol.ng t o fund the past due debt! 

Yes. I wou.l.d rather have it it I -• a bond­
bolder o r 1.t I -• a d ebtor. Then when you 
t'lnally prorlde t or JOur sinld.ng tund• •ben 
JOI1 reaeb tba t • a llow that ainl<iJla t\md to be 
use4 to bu,y a bond. so i t I want to s ell ay 
bQDd at thirty cents o r forty cent a or titty 
cents and they want t he whole issue for seventy­
ll••• go ahead. 'I'ba t encourages them to buy 
their bocda in because they can save money b y 
do~ it. 

I th.1.nk that is a good point . 

I wou.lAS be glad t o sit down and work out a 
tonml& and wtalt it to you. 

111:J don • t you do tba t. Jesset After all• 24 hoUl"a 
in th1e thing - could you put that down on a piece · 
or pe.pe.r and then let • s take a look at it? 

Yea. air. I can g ive it to you in the morn1Dg. 

A.l.l r 1g>t. I would l llce to take a loolc at it. 

I ba'l'8 got a suggestion I would 11ke to put in. 

Talk liP• 

I baw a sv.ageation I would like to put 1D the 
pot. I agree rlth you (Jones) that it aeeaa to 
- tbla ralalng tbe interest rate al-ye leaYea 
tbe bond in an indeterainate • t atue. It i a 
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.ucb better to ba.e a nat interest ... te bood. 

I ~ .uageet a thMe ~reent nat 1Dtereet 

rate ~ pbaa a .- that eb&Jlt;es .. cb ,ear in 

a eoord&nee with tbel.r exports. ?or e:u:::p1e. 

a urtain pereenta.c;e - the ezeess ot their ex­

porta oftr l t s ua-.1 ftl.ue t'raa 11130 to date. 

U that ls 160 allll<lll ~soa. :JOU .,u1d take 

10 ~reeat oYer tb&t o r 9 or wbateftr lt la. 

that that eonti.ngent ._ be u.ed. ha1!' to ~ 

orr the interest arrears and -.:.u to a::aortlza­

tlon until the interest arrears are claaned up 

and th<!ll al l to .,.ortl:u.tlon. 

Sou:Dds like a parity pa,.ent tlO -· 

It t.s s desi rable degree or n exlb 1llt7. 

ll 7011 eoa.l.d glYe up tbe tour ~rcent rate 7ou 

wi.11 oeYer get i t &nyYher e again. 

ieYer eet the (O'~r per cent ratet 

5o. 

Three percent i s hlsb enouob UDder the c1.,.,_ 

s tances . 

It seau to :e i t ls -.,re b:portant to preserft 

the int egrity or the principal ot this and a!'ter 

a ll a so•enaent that 1s solvent and sconnd ought 

to oe a ble to borrpw lDOneJ at thMe percent. We 

ean tab the •- dollars and spread t~ &J'(I.J.1Id 

here s o that i t n :Ll ~e a better lookine eetUe­

•nt ror a11 or ue. 

For ae lt has been a tough da7 and Jesse just 

beg:l.na t o rea117 c llck a t th1s hour and I d CD 1t. 

Bartna - de two sp eeches toda7 and seen rorty 

dele£Stlcm.s . I - about !'razaled out. tnlt I ean 

raise to a 1'17 stll1. 

Bc:o- a boat pYlng us -tbing to.)rrowf 

I will be pad to cSo lt. 

~.zq or our ~ople are aYaileb1e. Cotton. !t1ener 

aad Wb1 te are a 'IIIU.lahle . 
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hlleer 

.Zoneas 

E ••• :r-s 

-u-

~---~~oe-~-···--baft a tlu- ;J _ ... wtt- eo tbat 7011- (w.u- ) 
c:au ... tta ....... I ee(' 171 .l"'1,p.t ._ __ ,.. 

I doll' t -.4 to ~~ to - tbe Aab&JI~ ror 
tb.1.a . !: .s.u be ~ t.-orrow. ~]'. 

You 'IO-.JCl1 t - l!:>la ~- IQI7Wa]'t 

llo. I ahcnlll! ~ 1 11~ tbe wbeat UI.1Ja& tor 
- to do 1: a " n- w1. tb the a.aaeet s..t JUOl 
wde-.. to - Ita .bi!aaaador •-t1- on 
W'~sday tz: a.ll ~ U..t- ban beard U..t 
aa.e 1:1•~=- o!' t:b1s killd haft been raeodw.d 
~ the l"N< • · or r:n1 owbta mo1 tba t ill an 
!r'andwbtp ~ • ir I ~t hhl to ~· bet-
it .,_ ~ tta~ - U'8 perleetly c:ao.,..,= 1 ~ 

tba t th1a 1.a :oct • ~ a.sr• t 'lb.lc:h caal4 
be aeeep~e. &at - eomat&Dtl]' bcpe be rill 
eet - ... - otte:2> ~ tJM eo:l.a.b1Bll eowet •t 
aai that ..._ =-~ - oUer ccaea, be ~ 1a 
to ••• llr. .r-~ 8ID4 lleeua the ~e 
pof..ata _.., 1 ba 1bat new orter nth llr. ~-­
l!J tba t c:t.e, .lb'. ~ w1.ll haft a.m: ,._ lmd 
IIIQ'M1.t lmd ~ ~t o1'- the lcSeu tbat be baa 
pt 1: .s..!. Ia teat a,o;nnbbt 

P!Da. &zod I w1ll -n. "P .lb'. 'lrapbas-~ 

ell tall. !lb- are -*'as - thU tMDg ..s 
ror h1a to a:Lt *"#'*· 

'llben 1.a all Ud.a = &aat 1.a al.l rir;bt 0 

I w1ll J-t tall. ~ to keep b1a ah1rl aa 
lUll! aU t=•.-.~ 

I - ttz1'*1'111& - ~t - md ~ Are .X ~ -· -.! &:=-
-.-ul.act~~~ 

1JediiOUC~ ~t' -.a ~ ~. 

lie ec lo' t ~ tda ..,.,._t and get a~ 
117 W'~adlr;J' wt@ln. ...,, ca. 
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~ .~ .:r: 

:o:1ea: 

'lhite : 

~.~.Jr: 

.!cmes: 
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I don't tbizlk :rou are go in£ to get -pobare 
~ the Quois~s week-.lld All,tlow, ;rc"O 
a_-e so raz. apart. I - pertect1:r ~~ to 
giY e :ron the !Ol'WUla. 

I.lld tt.n Ir. ltellea can see h1.a 'l'edn~ eDd 

1t be gets 1n.struct1cna wb.lle :rou are ~ aa:u:. 
.. a_gree en t21 e ro 1'I:IUl.a • llr. 'I ell... C&!:l £1 ..... 
h1.: the r o IWI1l.a. 

:be C-o'C'er..ent 1a then t akins aTer t:e =,;o~­

tlcns, ls that clear, Kr. Secre~arTf 

So. 

':h&t se ... 11ke lt to ~~:.e . It ~- ~ ara 
taklne; o•er the negotlaUons !e:- tl:.e <Oo=elJ.. 

ae would baYe to g 1Ye the fo l:'!llllla. to ~e ~=ell, 

I t.blDl:. 

lrl. the la n anal :r sis , the :r ba.., e eo t t>o eet the 

-=cey !'lloa tbe Go•e=-nt and we a:. OG:t going 

to g1Ye theJ:o t.be 1:10ney untll we ~ ~1- at 

aoo:e ~ ll.ke t211a . 

1 tbcugbt tbe Council wu going eo~ ~ ::~e­

got1at1.ng and e;olng to rerer to = ~"' tb87 
e=e to an lq>a.sse and I take 1t t.C. l:l'lz:lt 
or1g' N llJ u.s to operate thron<t" tbl Or:::l:neU 

am DO'II' bere the GoYenment 1s :s';e;;>'"': ::"i~t 
1n cx1 tak!no; o•er tbe nee;ot latlo:a. 

Sot :ret . I th1nk tb b 1a all r~1: &a ~u- aa 

•• ban gcne . 

I don ' t aee an;rthlzlg wrong rlth 1t. tat ~o y = 

U11nllt • Swoner! 

I ~ Dr. 'lhJ.t e • a point 1a C!!le t!::a t - .-turs.U:r 
alJ. !:an to bear 1n a1nd. I e..1U be :s a!>sclutel:r 

r l,obt . 1 tbUlk •• ba•e to ne1d do'-;; ~ 
wb.lch 1lillllJ.es tald..ng over the nec;oc:latlo,; t'Joca 
t.ba baDda or the Council , 'bat '!lq ~:'St.«ntl'"'6 

ba<l. been that alter I gue th1.s -·-~ to the 
.l.al:as.ador aDd b1s go'l'e~t eDd the7 ~eana1dered 
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E. X. Jr: 
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E.ll.Jr1 
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l!.lt.J'r: 

Jaooa: 
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aDd ba4 ecae otbar 14 .... Whlch ..... :.ore 

@lllleroua 1n tbei.r c:haraeter. 1 t 1101114 be 

belptul ror h1a to oboop 1n UKl aee :rou (JoDee ) 

1n Ol"der t o talk oat -78 UKl -..a b7 1blch 

thle .-nt 111(;bt be di.'fi.ded up between 1n­

teMat . a.ort1zat1on. aDd ao oo. 

Ob. :re•· Yoa baYe ••- h1s onee al reac1:r . :rou 

know. 

Well• I een aee h1s ~-al.n. I ean .. e h1a to-

110rrow. 

To go baek on the thing• the .... we dld 1t a s. 

the Counei.l u.w h1z. We doll • t lmow orrtelall:r 

tba t the:r ba Ye dl"opped tlle thing to a a1111on 

UKl three-qoartel"8 aDd 1 r theJ do get another 

otter. IIIAJbe 1 t ooul4 be bettel" t o send thea 

'baek to the Counell aDd lteep that ebannel. 

I think tba t oug>t to be kept. I don • t thlnlt 

1 t woo l d do an:r barw ••• • 

l!ac:l< to the Co-.itteeT '!ha t 1s l"!adllJ prerer­

able. 

I doo ' t th1nlt 1t would do an:r haria ror h1lll to 

tan tnro~7 to J•••• as to the •:r• 1n which 

an7 ot'te r al.g)lt be -rl<ed out. 

G7 

Ir I was Jesae an4 be doe en • t al.Dd a:r YOlunteerlng. 

he 1e goiJl& to be tba lender. I would be reluctant 

1n bla pla ee to tall: to thea. 

I pNrer not to. 

I thJnk the or1a1Dal posltloo that we ba•• talt­

-• that J'011• as tbe ults-te lender or mone:r 

~t not to talk to th- on tbla and let the 

Cou.ncll do u . 

1ie'N not goJ.na to be 1n poaltlon to leDd t~ 

tllJ.a __ ,. -ti.l •• - OaDgree • an:rwa:r • ao 
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B.l!. Jr: 
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Well ea t 

Jonea: 

B. lf. Jrt 
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I aee DO reason ~ you Sbou1d t~ to bring 

the negotiat i ona to a concluel.on 1n a blll'l'J • 

Well, I tblnk n ol1Glt to puah aa bard ae we 

can and if you will eend ua a fol'IIUl.a wa can 

all take a look and talk ellout it before r ou 

leave 'redneada7 night , aee lf • can caae to 

an agreelllflllt on t.ba t . Jlr. 'll'ellee w1ll aee 

tbla fellow l'edneeday and tell h1a to go back 

for new lna t ructlona. I will call up Trap­

hagen to1110rrow and tell h1a to al t tlgbt. 

All r1 ght . 

And g1ve b 1m a lit t le background. All r i ght! 

So tar a a the background ie concerned, I rather 

question the dea1ra b1litr or g1v1ng bla ve~ 

IIIUcb at tble stage. 'lhJ.e 1&7l1n report , I 

have no doubt 1a pertectl7 a ccura te, but it 

mar be due to mlaunderat•ndl ng and misconce ption 

or something o f that ltlnd, but aee i t we can 

get the Colombi an Govermaent to modifY tbla 

before glrlng h1a anr background. 

I thlnlt w1 th all due r espect to tbe Cololllblan 

Government , tl'.at tbe7 made the llistake or letting 

Jack La7l1n - be ia jmt another peraan t re lnlng 

on this thing. You have got the Council and the 

Colombian Government and the three or ua are 

auppoaed to be lt1nd or u.pl rea . 

He 1a acting aa eo\Ul.llel for the Col olllblm Elllbaaar , 

la1rJe r tor the Bmbaear . 

'll'by doe an ' t the Aabaaaador aa wel l aa Jaramlllo 

apeak for the~elveaT 

It they wanted to do 1t, I tblnk the7 110uld . 

All r1ght, alr, wha t elaeT 

'lba t 1a all . 
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:"TOO ~!.1!~:7!' 

~ _.. ··~ . ..,..,.. o.;~Ce! -C.!" .-1;,1 -:~-;.7 • 

Fl:: ~~t<..z.e ::c~ :se.:otut~or.s • 

.. 

(1) r:~t. t.h~ Co==l~~£ - _--.'" • rJt. , c.nc.-r"-.:.~·, :c :.!.tt.:L­
~·oe;re .. :: 1-L ... t.~c:: =-..-!£. t.J"; '-... ~ ... "" .:.cttl~e;.t; l..:d ::n.:t 
.:...!"or::: . .:....., !..... ....:...:!. ~r ~ - ... _ , t: t it .. Ee- ... t: !:.eFC, 
t.iveu ~c .:_;-t.:--~:-:.:. ~ _ ...... tl;, re~t:vct! tj ~ ~= 
':) c .. _:..-e..:;.t --~tc: , :~ ~ _ t!.. ~,.c-t.)::j 1 ~~C.--.....t......t-t :-~~~ 
=.c::t. i.l:.:cL 'i:--....:.! ~-t!.-':!.t.Lt.e t:.c ~t. ~ tte ea:.x­
l.ic:. Co:·::c__---=.e:.t l.::d: ;:-.o'f'i'!• a..n ai.CGW-te t..s:s ~or c:.­
.ide.....-&.t:.:.r. :.... t.....:.;.. ~:o:--.:-....:.c:!. :>!' !'.J.t.ure c.:-e.i!'ts to 
C~!.x.i.::.&. . 

(~} o:=e ;.=Ca. ~.:r:- ~~ :-e:..l!:e L.e ..;:::-.:-t~t.e 
e!"~~ct. :=r~ee ... .o: UA eow:eU ey l::.s ~~~e­
~c-t. tU..t tl:.e O'f't:--t.l1 e~ ~o:- l:onC !"~~ee , 
T" l.!. c... !1e :..=...: !. c.:. • e! '"..!.. : ~.., t: ::=..t ... t T "s ;rc ;=.:-ed 
t ..J .:.C.: .. E ,...-.,::.::_ : , ........... :,.: .:. ... .:.~e ... trvic~ o! 
ttc :te..·:....:.___ t.__ re;:.l :c o!" t:.c J .L-ect do,,~,.. 
:tCt. ':':US :-o.: .. t l"~c! :1.\·e:- :,c.~ rt..iee-~ :.£!'c:-e. 

( t) It .:! f:Ve:: -~-e ~..ro:-t.:_ tc ttt.t, t!'te= o:.:.a:­
in: ~: :..!,.::..:""-!' !.... ~:Jt.! ae.l'v:ec , tr..e ;_:t.t_t;:- ­
~or 1'0~.: :.:r.: , ·- t=.e- ;. .. : .. ~r h.!.;. rc.~Es-::t ::-..-
... tr ... ..:!.:.:...z. , !".... ";"t,; tv !..:.j.lei.te to th.c C~uneil 

.t=.c.t t:...:.s _._"£"~"tel !.c.it~ red1..l.C~ . 

( ... ) r ........ L-.e ~;._!tU.e :t:W , !- .. o ~c.r &- ~t Us ~= !.-­
for:-et o.: ~e c:::--~ .c. t: ... _ "'•~ ... c_ U:.e ~_.:l:.a.::-t. · ::.::- :..:::;;;. 
tote :~~-t-:.1, ~- .o;. t!..e ..;.t.~tc::- c! t.he tcn-or=..e::.:t.-~-c..:--..e-iX. 
=;rlt..~,e ~ .:.e:.---t ::_ tee:~ i:sJ.!'!"1e1e::t.::- ~--c-8! . ::=. 
the 'Ouis :>: tr.e !..;l:.::a.ti~:: a.nil.Lt.:e to :t t.t.e c.x­
:ittee ur..:::e.,~ • .::$ ~:. t.C"'e ~ o~t lJ~ U.e-€ !N::;;:s L;,.:.::,. 

• e;:.rln.s ot;t~~ !-.. t!:.e -t;..t:. ... .,~ the pu't:!.c :~ ~ 
re.lw.ceC , t.a:, e.~co.~!s , t:W..~ e. r..Ut.:V"e..!J ~~·!.-
1.!Lnt L::.ount. ~~ !'o..."""ftic..-::. c:;..d:.:.;e \.Ou.U be :-~,-!....~ !~ 
.:crv:ee ~e ~~!.:~ .. to!!:: ... t.,..:'s !!' t.n &~!u::t.=e::t. :!" the 
t:1t r ... e_t =t=.tt! r:~ ~e t:T!"ed c.t. . The J..;:.Us~== =.:--t 
l'e£li~e t..>te i=:;:>O:-U.:ce o! re6ch!n... an ndJ11$1:::.e::~ in re­
.!' rd t~ t!le-::e cu:.ra::t.c.f'd l»:d1 rt-n; t te :;t.ar.e;o.:nt ~ 
l eh6l:::l.it&:!.!.ni; th6 e=e.a~ t. :>!' his eov-er~cnt . : t ~ !:.'!:!;"~~ 
thl.t he ~!:.1 $-ee:~ !.:l!.t.r.;.etic:t.S tibich t-ill :-e:-:=.t A::: ~ 
incl..;,c!e t:.e=f bo:x!S wiU:in the aco:..e Of i::!._:,; C---c""~"'":~_:.~ 
tith t~ Ca.:.ncU . 
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(J) ~t tb.U ata...._ U:a c:adU.. iou %lOt !eel. called UpaD 

to apresa &:l "'i"',.a &!. to ldmt. ""ald COAStitute & 

r-;s;rrMU• bas1a ~Z' ? ** e t ~etue:e.nt. o~ the cU.reet 
dcl.l.u dttt C: t3 Co"":p:-~c ... Gcrre.~. ROWCTC" • u 
&Uted ~. ~ C=::::.~ -. :>0 !oo:;:oe 0: cettk:ent 
rltl:i.n t::a llll!.t.a 0: ~ ~i:>::S :rece:lt l7 rece!Ted 
l::7 tl::e D "-.,... -8 r !::a ~~e=n. S&.at.oe . The '-he·n,..­
cast UDie--st&.::l! ~ 3~....,....::g,~ 1.:: Uich the CO'rncil i.a 
phcecl h ~ U:U.S ~ e=-'d,... an orre: which does J:Ot 
--.cure t:;: e.o tbe .,..-:o~ (11hicb di4 %lOt lead to~ 
a<mt) c=ica~ ~-- e"'7 to the Deperl.unt o: st.ete 
~-t ,.- .-. ~!be~ a basu4or troa Col""'bia d~ 
c.i.Ced :.e TX1! =-e,--.=C ~ =.is Covartalent 1f a.ssu:-eci ~ 
a f£Va:"C.ble reee~ :.!__::c. ~ ~ Co:Dcl.l. 

I::. the !:o:=-t t.!:&t. ::a:::oe::·sa;:t.:.:s. ~een the J.abusad.cr &:a: 
It:'. 'l'rec~ x.q ~=z ell; s=e p:-ospect 0: ruchi:;; 
Ul -.;;r• e:t. u. ~1;tee u.s decided to use ::ucb i.aCx>­
m .:..s !.t ::OS:"J«S ~ ~ tt.e Cou;Deil t'ra: t.al:1.::t; 
.. ;x>siticm n~ ;.:a ,t-'r• : .,.. Cich ~t lbcd to .. l:reek­
d.., 1.r. ,,., •• ,,.1.&.~0 t::li, = the ott.:- band , the Ca::!.tt.ee 
~ tmt tbe Oo"x"Wc:= .l;r'><•• .. do:- !Hlll tb&t "- iJI h & 

;>ositi« to a~ - ce JL-:-e so.tis!ectol7 ill.atr.u:t!.O'"...s 
.f'roa hU Ce-re:...........:!. a ~ to these necotietiOllS o 

(a) U it is - es.!..-cl.e to t;r> ~. U.e Aate..sUlior 
:d,;!:! l:e ~~ -:.bioi. ,.. pe::-l:LI~ellt s:ett.le:ent 
al.oa6 U:.e !c ·.., .....-: - r. ll=.n. .-oW.d seea reuoaa bl.e: 

b :-e.;z..~ ~ :!.!..~ ~~ c!ebtt JJ> initil<l 
~ ~ :-e!oe; ~tioc iA pri.ncipla 
or to. a:-::-.rs as ..- ao~od iA tbe "t.e;rlln 
pz~•; a!$ ~~ a-"te:- tbe .......era a.-e 
d.ia~ ::.: L:d a m n1-n &DDUal acorti.sa:t.inn 
or $s:». :x:o, 

u :-ewt--d.t ~ ~ debtt A J-t.o-J~ 
rate; ~ d . J$ or tbe face .-.at 
o! U. ~ o:;zt.s!-a-ndtq bocda e nnpall 7 • 

n . 

JC-. ~ be l..l::!"=--!a e ~ n~ticn ~; ~t tae Coi.ao­
~-LDa &re eMwlfng 1.:1. t.J:» 1illc1a .z:&~..&l"i th!:t the Cocd.ttee hopes. rA'I'C'­

tbelea& U.t De&Of;il;tio<:a aq eo:t•.,. u ste:;.e t.&bD 'tv the Co=!"- 1.-! 
to t.be Coloabi.&A .bbesse<'w • ..,..'II: ,_ illstr:oct1oaa t'rCII ha Goft-~. a:JO! 
cccord1.nilT tbl<t u.. ta. be& ~ 1--:-~b-.d ~= c.-mdcating to tlla .&.• t.•*or 
the Councll' a •irredl>cibl.e s1c1 • . Cdcho ~ •pe•lc1n&• tbe Cccllitt. 
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. 
conddere reasonable tv ~ ot a pe:rsaneat set.t.let~ent; that the ec-ittee, 
if it tnlla in its ettcapt to get tbe Co~Cillbian .Ambeeudor to seek more 
$1l.tbtactory ~10118, reaenes decision as to ~bather it wUl ask the 
councU to seek a teaporar: settlrent on a basis be~ow the •irreducible 
;;.1nU!u:o• . 
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Socreta.T of State, 

Yaeh1D.cto11. 

146, Deoeaber 18th. 

Datod Deceoaber 18, 1939 

:teo14 1125 a. a., 19th 

!hie atttl'llOOil Zl<challcl Control lloar4 1oov.l4 reooluUon with otatl4 intention 

to &'I'Oid •harp ooclllatlolll in intornat1on&l exchance end to reculate illlporto. 

reiUM follOWII 

Artlcll l, all appllcatlou for exchenge COftrlJlC hoporto llppi'Oftd heretctore 

in tumre can olllJ' be uol( in en aao11Jlt equhalent to foreip exchallcl 

acquhi tlolll b;r Bank of the llepubllc in i """"iatel;r prece4inc week. all 

11J>Pl1Catlono ioouod and t hcoe to be crantod in future will be hen4ll4 ehronolocl~ 

eall;r civinc pratarence to 1D.41opeuabll raw Mterialo, aachiner)', 4J'uco, 1114 HeM 

eonoi4erod worth;r of preference tlro( crantinc of u:c~ will be in oecoD4 weelr: 

of J.........,. baeod on exc~ reeeipto dur1nc prece41nc w-. 

Article 2 , llppi'Oftd u:ch&nce peralta will be Tal14 olllJ' for 30 4&Ja, 

.l.rUele 3 , e.zchanp 4epoe1t certificateo hou14 b;r llank of the llepubllo heno .. 

forth mat be utllh14 b7 4epoa1tore within 30 4&Ja, otherwhe bank will acquire 

them at u:ch&nce rata on 4a;r at acqu1a1 Uon. 

Article ~. 1oov.ance will be cont1~14 of eppl1oat1ou for p&TMnt of ioporto, 

the Yalue of which 1o to be 4epoo1 tl4 1n lluk of the llepublic bllt which 4o aot 

in'I'Olft tranafar foreip u:c~. 1'111.1 tu:t .- co_,.t tollowe 41rect air aail. 

:IIIWID 
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11101*811 11, 1939 

T p ... 

.l epeoial cable \o \hi ._ Torll: !111., 4&\14 Bopta, JlioiMir 16, 

1.11111oa*'• \ba\ \hi CoJICN" llifon a4Jolll'D1ac coaterre4 extJ'UJ'UMI'J' 

powre oa tll8 l'NeU.eat wUil np.rll \o •n~ ot "nloe oa 0.1.,..111'• 

pNu J'ipOJ't 1• aceara te, 

IIDLL 
(Ul) 

• 
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r..ow 

SubJect: 

TREASURY DEPARTMENT 

INTI" OI"FlCI COMMUNICATION 

Seorotary Xorgentbau 

Mr. HaN· 
!he Buainaaa Situation~ 
Weak ending December lo, 1939. 

Buaaarz 

DATa Doooabor 18, 1939 

( 1 ) New induetrial ordere last week continued to decline, 
partly becauee ot .. aeonal i ntluenoee, although buying ot cot­
t on textiles increased w!th the rise in cotton prices. A de­
cline in eteel ordtra to slightly abaTe 60 per cent ot oapaoity 
baa oauaed a further reduction in eteel output, though heayY 
untilled orders continue to sus t ain the operating rate aboTt 
90 oar oent. 

( 2) !he oont1nued riee in prices ot many co111.111odi ties, 
oh1etl:r agricultural and food products, conet itutea a strength­
ening busineaa taotor in the longer-term outlook. It appears 
to be baaed on a acre aubetantial foundation than vas the var­
i nepired priot upturn ct last Sept ember, and eTidently r epre­
eents a eecond pbaae in a general upward price aoTement. 

(3) Prioea ot i nduetrial a&ter 1al e haTe so tar shown ltaa 
r esponse than agrioultural prices to strengthening price intlu­
enota, partly btoauat ot t he ltet opt1aiatio near- term buainees 
outlook. Our 1 1ndex ot oontidenoe• baa again declined, and the 
price upturn baa had 11ttle etteot as yet on the trend ot new 
induetrial ordere. 

The general eituat1on 

Vh1le the near-tara buaineea outlook continue• to point 
to aoaa aetbaok in industrial production, largely in the he&TT 
goode industritl , t ht longer-term outlook hat been etrengthened 
b:r indication• that the recent upturn in prioea or T&rioua ooa­
a oditiae repreeanta a eeoond pbaee in a general rite in ooaaod-
1ty prioea. 

Regraded Uclassified



Secretary Morgenthau - 2 

The ~rice rise has not, as yet, brought an improvement 

in our composite index or new orders , which declined l ast week 

t o a new low tor t he current movement. ( See Chart 1 ) While 

new ordere t or textilee and tor produc t& other thAn eteel and 

textiles wer e elightly higher, t his vas more than ottset by a 

further decline in st eel orders, partly due t o seasonal i ntlu­

encee . 

Neither has the pri ce upt urn been reflected i n our "index 

ot confidence•, which last week declined t o a new low, attar 

improving slightly during t he previous week . One r eason new 

industri al orders have been only sli ghtly atteoted ie that the 

price riee so tar has been contined largely to avioultural 

and tood products. While t he Dow-Jones futures index, heavi ly 

weight ed With avicultural products , has risen S. J per cent in 

two weeks (baaed on weekly average prices), our index or prices 

ot 9 sensitive induetrinl materials has declined 0.9 per cent 

in the same period. 

Nevert heless, an i mproving underlying trend tor certain 

i nduetrial materials quoted on t he futures markets has been 

retleoted in a strengt hening or near-month futures prices as 

compared With the quotations tor more dist ant deliveries , i ndi ­

cating an impr ovement in actual demand. This 18 particularly 

noticeable t or copper, r ubber, hides, and wool . In the case ot 

silk, on t he ot her hand, t he recent sharp price increase has 

been accompanied by a weakening ot near-tera tuturee quotations 

in comparison -.1.th more distant monthe, which caets some doubt 

on t he permanence ot t he recent upturn in silk prices. 

Dow-Jones index at new high 

The concentration ot the price rise among agricultural 

products has especially attected the Dow-Jones f utures i ndex, 

which ie moat heavily weighted with cott on, wheat, sugar, silk, 

and corn. (See Chart 2) Thie i ndex last week vee carried above 

its September high, t o a new peak since September 1937. 

Individual price trends in t he tuturee aarkete t or domestic 

and import produete are ehovn in Charts 3 and~. respectively. 

The etrong i mprovement in cotton pricee, Vblch has carried Ma7 

tutures nearly to the 11-cent level, has been intluenced by huge 

export ealee i n recent weeke. A heavy export movement hae been 

etimulated 1n part by eharply i ncreaeed price• t or Indian 

a nd Egyptian cotton and in part by a gradual reduction in t he 

United St ates export eube1dy, which hae encouraged exporters to 

hasten export ealee 1n rear of a complete reaov&l ot t he eube1dy. 

Regraded Uclassified
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Domestic conau.ption of cotton in NoYeaber eatabliehed a 
new record tor the 110nth, and ourrent est1aatea ind1oate 
that about 1,750,000 bales may need to be drawn from the 
Go•ernment loan etooka thie season to meet ooneumption re­
quirements. 

The steep rise in wheat prioaa wbioh baa oarried Ma7 
futures to a leYel of 11.05, baa been ati~lated in part bJ 
reoent ~· to th.e .Argentine orop, whiob waa oonti~d 
last week bJ an ottioial est1aat e indicating a crop th1a 
season of 147,000,000 bushels, 56 per cent less than laet 
Jaar. 

16 

Bilk pricea ha•• rieen steeply on a ~aYe of apaculatiYB 
buJ1ng in both this country and Japan, encouraced on th1a 
aide bJ fear of reduced imports attar termination of the 
Japaneae treatJ, and in Japan by an unuauallJ heaYy consuiiJ)­
tion of a1lk. 

Price riee 11kalJ to oontinue 

The recant upturn 1n prices of aan1 co.aoditiea, coming 
as it doea after a three months• period of adJustment fol­
lowing the war-inapired buJing mo•ement of laet September, 
and accompanied bJ iaproYed statistical situations for Yar­
i oua commoditiea, appears to reet on a aubstantial baeia 
and to initiate a second stage in a general upward price 
mo•ement. 

The aubatantlal nature of the price riaa ie indicated 
bJ the faot that it baa ooourred in spite of' declining oon­
fidenoe 1n the bua1nesa outlook, without the background of 
w1deapraad opti.aisa that accoll])an1ed the upturn last 
Septeabar. Pr1cee haYs been forced upward by a coabination 
of concrete factora, the following being a110ng the 110re ia­
portant: 

(1) .t. proepact1n decline in production of Yarioua 
f&rlll producte due to the aid-weetern drought, wb.ioh 
in aany eeotione hae been inteneifiad during the paat 
few weeke. 

Regraded Uclassified
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(2) A reduction in world auppliea or various oommoditiee 
due to active consumption in induetrial and armament 
activity , and to losses in ocean transportation. 

(3) Increased commodity demand, particularly in this 
country, resulting from t he marked i mprovement in 
industrial activity. 

(4) The allied campaign t o buy up stooke ot essential 
materials in neutral countries to prevent their falling 
into Germany ' s hands, and to oontraot tor the entire 
production ot various Empire orope. 

Steel ordere and output declining 

Some further falling ott in steel ordere vas reported 
last week, in part a normal aeasonnl development , accompanied 
by a further slackening in the r ate or eteel output. Orders 
reported by the United States Steel Corporation tor the week 
ended December 7 dropped to the equivalent ot about 61 per 
oent ot oapaoity, the lowest einoe the tirat week ot September . 
(Bee Chart ~) The Iron Age reports that the oresent volume or 
new orderee estimated by some steel companies aa equal to 
65 or 70 per cent or capacity, but t hat a further recession 
may be seen in t he next tew weeks owing to year-end inventory 
considerations. 

Current busineee newe 

The New York T1mee i ndex t or the week ended December 9, 
by virtue or a pr onounced inoreaee in automobile pr oduction 
at the Chryeler plants, shoved an inoreaee or 0.3 point over 
the fi gure tor the previous week, rieing to 106.3. An upturn 
ot 1!.5 pointe i n the index ot automobile production, and mod­
erate inoreaaea in the i ndices ot eleotrio power, lumber, and 
cotton mill producti on, were partly ottaet by declines in the 
eteel and oarloadings indices. 

For the week ended December 16, the New York Times index 
will be f avored by a moderate further rise in automobile pro­
duction at the plants ot all three major producers, contrary 
to the usual eeasonal trend. The index or steel production, 
on the other hand, will be lower. 

Regraded Uclassified



-­...... 

•• .. 
... 

• 

• 
,. 
.. 
JO 

. 20 

A • 
'" 

II\ 
1 
M 

..,... 
~ 

-"1 
~ ~"""-10 

aaoa o•• or • •• o••••• 0 , , __ _ _ ...,.. __ , _ .. 

I I J a ltJt It 4 0 • • • • • • • • , • • • • • • • • • _L , • "' '" '' 
~ " 

'nn'No. <-·-- .... ,, tt» • IOD ~ & 
I" . 

"' l 

1/ V' "' I-N 
..., 
~ ..... AI' i ll\ ~~ ~ 

J}_ 11 1f9\ I 
lA/~ 1"'-N l . 

T'OfN.. ........ Srua. .... "':.'ILU t A. V' 
I '\.. ~ IV -

"""" 
II I/\ ....... ~ 

~ 1-'' l/ ro 
\ - v. Sn&-

/ \ I' 

1\ I (I rv t1 I" 
~· fAv ~ t'-' ~ "' V\ L&. jJ_ 

1'1_ ~ ~ I r-; 
~ L l1 \ L' V'-vv lL vv ~ 

~ 

0 
1_ll ll ,.. .• i~T-:f.'. ... Lll ll u.J. .. .~..~ ... . ... , . . . , .... .. , • .. ,. ..,. . ... 

...... ....., .... ,_, ............... 
• 

-­.. .... .. 
•• .. 
.. 
110 .. 
• 
• 

• 
,. 
• 
• 
a 

.. 
• 

I • a • a 

Regraded Uclassified



... 
u u 

• ,,, • • , ll 

·~ ., ...... 
•• 
... 
... 
'" ... 
"' 
•• 
... 
... 
... 
... 
"' ... 

h 
I\- i\ 

"' 

• • -· .. .. .. 

I 

I 
II ... 

~ ~ 7 '>;; 

'" 

•• 
... 
... 
"' 

v 

~.,.., 

f\: 
1\ j 

l916.U . -· 

!\... L-.. 

1'-v 1\ 

M h....l 

• u » n - · 

• 

i 

i 

I r 
' 

co••o•t TY •••c• ••••a•• •• •· •· ••• a. a . .... , 
. 'J . .. .. .. • • •• .. .. ' " .. ... • •• •• .. .. ' ;I 

I I 

• 
A I 

7\ ~ I" 

r ... ~;..~.<~> I 
~, ~ I 

r u ' IL -:_; !j\. 

i/ (~ '\.\_ 1/ ~ · / ,., 
rv 

~ 
j~"" .) 

1-
[.J l""r 

IV P" - · .. ·~ ·· -;....J .... , 1!1• *011 

7'7 I I I 
. ........__c: ... ··-- .. .. ,... 
~ . ........ . eGD I I I 

I 
I 

I I I I 
I I I 

I 

I 

-.. • • 

Jt017 11t '" l1 .. • " .. .. J •• .. .. " ' " lO 

~ --· - - -,,,, 

I 

• • 

• • 

' ... ·-.. • • 

" 

" 

.. " -It 4 0 

--•• , ."., n 
.. .. 

J •• " - .. 

.. 
~· --· .. 

I .. 
.. 
.. .. 
.. 

" .. 
" 

I .. 
.. 
.. 
,, 
.. 
.. 
.. 

" 

, • " ' .. t 

'i9 

Regraded Uclassified



---·-- ... -

' 

- s 

-= ~ ...... - ----- ---- - -......; ... -

_, .. .._...., .. ._., ---
... ,. ...... (Mcft ........ Ill& ..... 

~ - ... 

Regraded Uclassified



, . IC II Or ... _,,..._ .......... 
..... -~ l t l t • •• • _ .. 

'tl' rf!l'tt..-,rmT...,""""''""m'"...,M''" " ""',-'"''"""',If!, -:::· 
T t-H ..,',. 1--l---l-+-++- 1 - T 

v • 
• • 
• 

... ._.. .. , 
h 

- - -.... . - f:-; " 
\. 

--- 1~- - i" 

v 
• 

. -- -- ·-

-II - - . -- " 

.. -- .• 
I 

I 

~~-~·=, ~~ ........ 
- •• 1"; .... --· ...... .... 1 

..:::·~ --'• · ...... - ~.-..: ..:::-:::.., ~ 

• 

•.. , ......... 
I t I t -· I "tTl iff 11 f -~· 

Itt ' flt'ft 
-:I' --nttt "" ,..F -

II 

,. 

• 
• '::: -,. 

" 
• -• --... 
... 
••• 

••• 
II 

" 
" 
" 
OJ 

ol 

II 

... 
'·' ... 

... 
••• 
••• 
'"'' 
II .. 

... 

....... 

[/ 

-· -- ~ 

.... 
I" 

~ 

1'- --IV 

1-

-
..... - -

;:::::: ~ -::: 

.... ._.. ... 
...; 

-· , -
- f-

-· -1-• I=:. 

" - r 
t--- ...... ...... .... 

-
~ 

II 

v .. 
• 

r J " • 

• 

/ r' ... 
... 
... 

1- - - r- ... 
- - 1-- ••• 

" 
" 

A. lr .. 
.. 
" 

II 

... 
, .. 

~ , .. 
... 

- - - - ... 
- - - -

- - ... I 

.... 
- 0 ... 

... r- 0 

... - I .... 
, . .., ...• 
Ollar\ ) Regraded Uclassified



. -. 

" JI I C W8 0 ,. • l t. I CTIO IIU' O JIT C:O .... ODitll l 

..... , ... _, .... ,,..,.,_, 
n ·tn···~·~~-:r,,,.,"j ... ... -.. ' -
" ~ 

~ 

" .. 
.. 

I- _,_ 

I"\ r-.. • ..... 

••• f-- -
••• I-

'"";...-lv' 1--
. I 

••• 
••• 

i 
~ -~ . I -... f- .... 

.... 

.... 1-!-

1- -

["; 
.r 

r--. 
1-

I-

1·-

.... 
lv" 

17 II 
.... 
••• 

.... u •• -.. 
" .. 

f-' 

v -
L.l 

-

'. , 't " ,m ""'· -· 
mlfP~', 

1-

If' f.-_ h.. 

~ 

1\ 
1"-' "-' 1'-. \ 

) 

7 
( 
v 

. 

r.. 1-

l! 
~ 

"" 

I~ 

II ~ 
1- 1-

It o • 

" rr;-; .... ,,,,':":;1 

f-

. - -

·- I-

. 

--1-

-

. - 1-

:-- I -
1-

. 
- I · ,__ 

-1-
- 1-

r-
,... 
~ 

c 

t u n ... -
.. 
" 
.. 
.. 
• 

• 

• ... 

••• 
• •• 
• •• 
• •• --· ... -• •• . ... . ... 
. ... 
.... 
•• ..... •• -.. 
.. 
.. 
.. 

1 .. ~v ~ .. ~~.' iU ~~ - - ... wn. -· .. 
·-· I t J t •••• 

--- ...,, ,.,..,.. ( ... ...... ,.:,:;)1-- - ....... -·-

.... , f'\lllllli,.. •• 
I t j t --· ~· ~ 

" t- -rrrn t ' ff ·~ ... -" 
' 

. - ~--· 
I-v ~ 

•• 1-.. 
.. 
••• 
... 
'·' -
• •• 
••• r-
•.. o 

t-

I J 

••• 
••• ['\ 
• •• I-

'·' 

'" ........ f~· •• -.. 
J.·IO 

... 

.... 

• ""' .. -.. 
.. 

1-

1-

I' 

-

"' 
.., .. 

1-.. 

r-- . r-

-- -
1--

!..I 
v ~ 
1--

~- ~-
eu• 

I· 

... . I~ 
I-... 

,_ !,/ ~ .. 

• 

-v 

1--

··-.-..L 
1--I {" 

I==-- ,~ 

t-~ 

" , . 

1-

--
1·-

:-

-

-· .. -" 
" 

•• .. .. 
, .. 
... 
... 
• •• 
• •• 
••• 

••• . .. 
• •• 

• •• 

' .. 
J . ·' . ..... .. -.. 
• ... 
... • 
' • _ .. 
•• -
• 
.. 
.. 
.. 

_u UJU dJ ....... ...... ....... ...... ~ 
" .. " I -~-· 

-· ·~-· r,_., 4' .. _ , 
• 

' ' 

-··-· 
I t J f 

J 
~ · ··· · · · · Oha 
Regraded Uclassified



Ill 

110 .. I. 
"' 
100 

.. 

.. 
" 
• 
10 

.. 

.. 

ltll ~ t• H ~ t r~ u N U~ tt ~ ~ ~ -~ Wol o ltltL ~~~' WIItt W~ ~~ Hi ll 

..... """' IH foot ... t t l ~Itt 

l UI l tJf 

11'11 '" 'l'l't, ... ,.w., ... ,I1H.r oto (fll'"' "~""' ' "' f!'l "' ""' "' m, "' 1'1'1' .... 1'1 ''" '" ,, 
u .. . ..... -· .. ,. ........ 1)11"'1 -
- - 1- - - - - - - !- 1- - - - I} 

-

,.. 
" 

1- b 1-
._ .. ,u .•. ttt&__.,.~, ./m .. '"" Mtwt 

1/ 
... ,._., ................... " 

~v -v ll ~ 1 r\ A ' 
A / 

VA rv • 
jY I ~ rv 

1\ j\ 
~ \-.1 

b "' ·- -· - ..... l U I 
..... ... -· - - ..... .... -· -· 

IN 

10 

.. 
" 
• 

.. 
• .. 
It 

• 

....... 
.... 

~~ ~ 

..... 

-· OltJIII 

f-.. .... 
"" 

-· 

........ -.... 
J' ~ ,..... 1/ , ,. 

.... ~v 
,.. 

-1-

1-

•. -· . ... •• .. 

~ 
;I' 

,., 
~ v 

J ~ v ~ 1\. I 
II' 

I""' 1- r-.~~ 
r... l'oVot o llffi &iiMIIIIt 

. ~.., 1= I= I= 

1- I= I= t ~ 1- 1- I= I'-" 1-' l -= 1= 1= 

... - -· - ,.. -· -· .. .. 

"" "" 
I. 

I. .. 
I. 

"' 
IN 

•• 
• 
• 
" 
• .. 
.. 
Jlj 

• 
IN 

... 
.. 
• .. 
• 
• .. 
• 
II 

It 

• 

0 Regraded Uclassified



TREASURY DEPAR'niENT 
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TO -..ta>T .......... 

CONFIDENTIAL 
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~J/llll &d1JI --·t 

!loo ~ .._ ..,. pu , - ,o,ooo linea r- tv \M _, ot 
U.. Jlulk ot IAwta. 

!lien ..... - pl.t ~ --- - 117 .. -.-. 

Regraded Uclassified



-z-
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Of u.. _, w 11o ool4 to ~ Ml1t at 1u ~u.. SII5.906.000 lo .. u. *1ppe4 

troa Jopa. 

.. v. s • ..,oi.alah of \loa l.olodoa prt .... f« 90\ ... f~ au .... _.. 
111..5(¥ .-4 ~}:¥. ro.pecU'Nl.T, ....,. .-4 ..._ •• ,nee ..a- !It r'• I'd• 
hr f•~ ailnr _.. ' •pd. at Y....J/'1¥ .-4 J'jl r o s 1 c Ureq, 

• pwc1Poe4. llz5,ooo -·• of .u ...... ..,.._ \loa au ..... rw ' • Act. m 
ot Wo ail.ftlr' ... •- prod:ucUoa hoa t ... ei.:a ~- e.l U oaa for f~ 
d.oU .,...,, 

~ -•• .... \do fr• ~ ' 1 o\ote4 U.U lt oaa ~tat ~ lo=oo 
Jloalt fit 1a111a w latt.ate4 lh prepw , ... , •• w -ort&la •a"-*t.ao f• u-­
tor ~lac .u ..... u4fJr certa1A aodlu ... wlda ..U ~- _.. p+U•. 
!1M Ut!;ata twtMr ototod. tllat 1\ oaa 'DII.orotood. tat w!·•- .... •d )lr10ee 

t ... \be oalo of ,.,._.te4 fillo ailftlr' c-e4 b7 llc- ..U llo 62 ...,.... .... G\ 
~ por 100 wlaa, ,.._uniT. ,.._,. tr, s. -.u.a1at f/6 -- pr1ceo. 

t.oo tllo ~t tax. 1o 11).21/ aa4 114.791. 

!Mro oaa eoc-touoa f« opot .u ..... la ~ ~- .. ..q price oaa 
t or 6oli'f'ft7 J~ 7, \loa firot oo\\,_t .tq, '1M v. S. -.a!.alat of~ 

h w 1 7 ,nee-.. 11).52#, off U.U 7/11 hoa ---·• ~ pr1ce, IV tM 
paot f- -a. t~ oUYO:r llaa ... at a ~ - -t -. la "- fit 

\loa fact -t """tarwr4 raw h lowr, u ....u lall.1ca\o - \Ida ........ t.a 
ot prlce 1o a&trl"'-te4 to tbo roparte4 oll'IOJ' ,........,,_ law 1a111a -
u--... 

llr, a.--w of tM :row.l l!- .,_of 11aw 'l'ck Sat- • tat._ W 
r.ce1'104 U.V.tt.ao tr. ,..., .... Jloak \o .P~"- ..... 1 of tM J1.a1a 

l..ptia $2.611o,ooo. a. ~uoa -t• w.o - paU to u.. -.u-.1 C1\T 
IJo.M ""'-r .-4 le orier to Mft tM looo ot - ..,. lJr ~liac - ~ioae 

\o ._ Tffrk. I an pd U..t tbo lotte _....._.. -,. U. .n...lolo tiai- • -
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TREASURY DEPARTMENT 

INTER OF'F'ICE • I 7 ...-.:a 1lON 

Ea: Use of Sta.b1J..ia tiers !'lz:l! ili:> 1='MM t.he 
wo..;!i;i ,.,.,... o.! the~-

!l:ae StaH1'utiaa ~ bDl.da $!...!! "' " '- !J> &Ql.d cat&ide of U.. 
~, ... , portiCEl ~ U>e ~. - t!:e c:a!' i V £M!Dted to tbe s.cr.­
~-y ~ u.. ~ t7 - 10 or tz:. ~ -., .. J..c:t of l.934, .. 
,......, , ~ to wtdch t.be ,_ -s ~ ~. ~ &Ql4 or uq ~ 
t.be....ot ~ 'be cac•ez t..s 11rt.o dallar c:r.t!u l;s ••ll<n&" u.e &Ql4 to u.e 
~. !l:ae Fl.d. ..-1-...l. 1:;r tbe !lw) ~ tbe ,_ coal.d, of~. 

tv aec! u the basi.8 far tbe iss • ~ tbe ~ liM 1 we 'tc&b ot pa1.d. 
ce:Ufi.c&w ar &Ql4 c.rl.ific&i.e aw!:l.a. ~ StaHl1vtica Plmd -ad­
'-" dallar c:r'l!d1 i.e "" the boob of - ~ ap1Dat which 1 t coal.d clrww 
t.o ~ i t.a ..C.. a.-...... , to tbe _ .._ stat 'l.ba Plmd d1.d DOi. clrww ca 

r:>eh cSoll.or c:recU i.e t.be 'l':rMsm7 c:cald - .- 3 1 Anceo ...,. a'f&ilahle 1'7 
tbe llr-noe or cal4 cctifi.cai.eo !fir ca: . c:t ...,.... .. , _ or to reUr. out.-

sta--d'r' pahUe clabt o~ticao . 

~. al.~ lDier a:1ri:Lq ._ tile StaMHuti.., Plmd coat1m>n 
=t:U J'zla )0, 1941, tbe Plmd ~ 'be terw1J:a ~ at cq U.. prior to tba i. elate 

~ u. w ~ tbe c:drl1:lc . iWJ IOiclad. Sboald - ,_ ta. 
be te:w:im.t.d, 1i.e a.saet.a coW4 be cooe:-.1 kto 1M~ aDd th8 -n:::tq 
be l 1 !.aoc::.....s to tbei. ~ I - ~ at ~ tbe d.-J d1n& - U>.r U.. 
S"ab'" • t!.ac ,_ coal.d leplJ~ 'be ~te ~ Ji!!id. 

:toe.. ...... of -..-, ~ ...,.u.,. ......,.,Mnticao UrYal-...l. 1n u u..r 
o! t.be w a! 8C"t1.oD «rU..1Aec! a~. ,_. : 1 •• em a m.ber ot o : : 11 one 
70!0 .X tbe ~ ba?e &o.1d tbei; H ._. ~ to II:Np $2,000, 000, 000 
~ 1.D t.be StaMHu t1ca !'lll:d as a-.:- or a.:-~ to t.be la"7• 
Oc ott..r ..,...,,., ,._-..... a1.d tat t.be ~ al.U..~ .nl be 1IHd t or u. 
NS :sa of~~ ot tM wta , , SC ~. 
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DA!'E: December 18, 19~ 

Bererence ie aade to your no. l!i!i dated Deoeaber 6, 

~ p.a. 

At'ter g1T1ng oarerul. consideration t o the inq\llriee 

aade laet September by the Iranian ~ d 1Atta1ree ae to 

vhethar it voul.d be pouible to obtain a loan ot 115 ,000,000, 

the co.petent agencies ot the Un1 ted State• Oo..-ernaent did 

not t iDd that it vaa in t heir cor:petence to sake t he 

reque eted loan, nor do t hese agenCies haTe the t'unde 

aTa11able. Th1a iDrormatlon vu contained 1n t h e Depart-

k ent 1 e i netn&ctions no. ~7, ~ and •'10. M course 

unoffiCial e ouroes ot oredlt in the United States are 
aoceee by the 

open to/the lranlan OoTernment , but t h eee eourcee ot 

credit v111 make tbe1r own Judgment ot t1nanoial oond1-

t1one aDd th1e lf1ll deteraJ.ne their attitude. For their 

~r cona1derat1on, the appropriate ~nciee ot th1e 

Oonrn.ent are being iDrormed by the Department ot the 

content• ot your no. 156. 

HULL 
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WMIQWIC»i 

!he a.oret.J7 ot ltah pruenh lda 1 z u u 

t o the B.ono~e tM a.oretarT ot the ~ ulll 

enoloaea a oopy ot a paraphra .. ot tel.ecr- •· tn, 

dated Deo.-ber 1.8, 19311, to the .aa.nc.a t.epu- at 

'fehl'&D wUh reter.noe t o a lou requeat.cl b7 U. 

Iran1&1l OoYel'Da&nt. 

Enolonre: 
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I eall.e4 Pi11Mn1: an4 1:o14 h1A 1:ha1: 
4.l4 DOt waa1: 1:o - Lord 

becaxae ha .aatect 1:o o~lae 
-"-'-'UIII!>• theM -u-. with llr • 

• 
\ 

I 

I 

.... 
•• 
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Deeesber 14, 1939 

X..Oraad• tor Jlre. nota 

At noon toc!.q .., • P1Juent pboDed - M7U« tbat ba v ou.ld Uke to tal.Jt to - o•er the pbone aiJice Cochzwa vaa -q. He etated t bat Lord R1•erdal.e vou.ld be 1Jl Vaah1Agtoa on Vedoeedq afternoon aD4 wbU.e he hid DO aatboi"1q troa the BI"1Ueh Oo•ernaeot t o d eal. nth queeUooe concera.lllg tbt all.o7 -tale, he vaa an ~~ert 1Jl all.o7e. Xr. Pineent t'!::ogght tbat perb8pe ~e Secret&J"f v olll.d l1ke t o l:la't'e ao.eone ~n the h"eaav.J7 t.u nth Lord BJ.•erdal.e. !ll-. P1Jleen t &leo aaked Vbo there vu 1Jl the Treaav.J7 that .... Cbal.llq, ot t be BI"1 Ueh ~eQ'. coa.ld taU: to Oil t he geaeral .-ubJect of the control of the strat egic •et&le. 

All that I agreed to do vu t o call. t heee queet10De t o the attention of ~ Secretar,r. 

Fo r rq own ;>art , I eee no reUOD • ll7 aATOn e 1Jl the TreU\Il'7 ebould t.u nth Lord BJ.•erdal.e,no -tter bow' 10\ICh Of eD e~ert he U7 be, ~~ he hu DO alrtboi"1q frc. t he BI"1Ueh Oo't'enment t o deal. nth t he - tter. I do DOt mow the ac .. er t o the queeUon or bow' n.e BI"1Ueh Jahuq u:t ben ~oN 1teelt concernlnt; tbe recent aoYeaente ll8de b7 tMe Gon~nt !.!! connection nth etrat~c aetale , and t heref ore ha•e no recoaaendat1on. 

-
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3ecr t t&ry of State. 

••sb!.~on. 

PLliJI 

London 

Dated December 18. 1939 

'lec ' d 1:20 P• m. 

I arrivrd 1n Lorxlon Saturday December 16 . 6 p . • · 

I !)&Sstd on to t ilt Embassy 1n Paris the availablE 

lntol'Y.& t1on on "'olybdenum arxl lc ft with thEm ror t;!,t 1r 

strictly conr1dcnt1al 1:lfor.:at ion a copy of t~E Climax 

C<Dpai:I:J ' S r eport or DEct:nbtr 5 and a copy or lr1ca 's 

l etter to Purrls or DEcccllcr 9 which ttl( latter sent u 

to t~ cl1ppcr.J, ~ also passed on your message r egarding 
I 

the ncm-acpeare.ncc or t!:u: French representatives 1n thE 

cattcr or al~ ourchaacs. 

JOIDl3C.!I 
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JR GRAY 92 
Parh 

Dated Deccnber 18, 1939 

Reo ' d 9 :50a. m., 19th. 

Secretary ~ State , 

Oiash1ngtcn. 

29~4, :ltcE:!O!>Er 18, 9 p . m. 

:><:R :-::: :1! ~ 1lRY • 

P..ilt selling ordErs 'IIEig)ltd on the securltHs market 

today they w~t o~f~ct to some extent by buying orders 

and the ~cr:~n£ rcnaincd steady. At the end of the day 

=ost ~tnch vari able revenue securi t i es finished around 

Friday' s clos1QS pric es . Internati onal securities wert 

act i ve acd r~ i n ~ost i ns tances . Young bonds moved 

up Croc 94 to 120. Sue~ advanced 270 francs . Rcntcs 

wert steady. !be n:cbangt guarantees i ssues of 1925 and 

1937 gained 2~~5 francs ane 5 . 80 franc s respectively. 

Oeposi ts.1n national (postal) saving banks during 

the p~iod Sovc:Dcr 16 to 30 totalled 347 milli on franca 

and ~thdrawals 147 clllions . 

Under the authority embodied i n th£ deer££ of 

October 13, 1939 (sec the Embassy ' s despatch llo . 5304 

of Nov~cr 17, 1939) an arrete published in the Journal 

Official or today provides for t h£ creation of ahother 

fund UDder thE ;;inistry of Armament for the purpo5£ of 

~qualizing 
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- 2- l/2994 , December 18, 9 p . m. , from Paris , 

equalizi ng the import and domestic pri ces of pure or 

refined nickel or ni ckel in i ngots or unproc essed . 

The Swiss Nat i onal Bank statement for December 15 

shows gold holdi ngs down 4 , 6 mill i ons to 2302 , 8 mill i ons . 

Foreign exchange holdings were do~n 12 , 8 mill i ons to 

321 , 7 millions . Note circulation nas down 11 . 5 millions 

to 1979 millions . Gold cover of note circulati on and 

sight liabi liti es i s 81 . 87 per cent as against 8 1 , 70 

per cent , 

BULUTT 

PEG 
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CK 

Secretary of State 

Waohington 

GRAY 

· Berlin 

Dated DEo£mber 181 1939 

Reo ' d 8:23 p , m. 

23961 DECEmbEr 181 6 p, m, 

lly 23701 December 161 10 a ,;n, 

94 

The December 16 isaue or the SJDOST ECHO of ViEnna, 

a periodical chiEfly devoted to German economic relations 

•1ith eastern an:!. southeastern Europe, t>Ublishcs the 

tollovtine rtith rEgarCI to the Ocr111an-Run:mian conflict over 

the mark-- lei exchange rate: 

"Because of the overprice for exports madE in ,·, es tern 

currenciEs there has occurred a g eneral price increase in 

Ru~nia and also a deterioration of the lei , In thE f irst 

week of Dcconber, there vas. the extraordinary circumstance 

that the dollar -- reckoned ~coording to the parity of the 
(nas?) 

lei -- we north about 6 Reichsmarks whereas the dollar 

parity in Berlin was only 2 , 49 marks • . Sino c that time the 

deprEciation of Rumani an currency has further developed, 

On the basis of recent quotations on the free exchange 

market the price of thE dollar is around 8 marks . 

"Despite this circumstancE the Oerman- Rumanian 

clearing 
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-2 -#2398, Dtctmbtr 18, 6 p .m. rrom a crlln. 

clearing ra t e c ontinuEs to bt 41 ltl ror 1 mark. This ls 

an absol ut ely untenablE situation. " 

NX 
EMB 

INFOR!l TREASURY 

KIRK 

Regraded Uclassified



B.M. Jr: 

Ope N tor: 

!!.Y.Jr: 

0 : 
Ada1.rnl 
Stark: 

P. . X.Jr: 

S: 

R.li.Jr : 

8: 

1!: 

II: 

R.M.Jr: 

S: 

R.M.Jr: 

II: 

II: 

B.X.tfr: 

II: 

~ l.S, 1939. 
2:39 p. :~~t. 

lfello. 

.ldll1 ftl lltarlt. 

!bank 7011· 

OoUiea4. 

Ooo4 afternoon , alr. 

Good a fternoon a4aira1. ! h U la Xorgenthau. 

Yee, 111r • 

SG 

.l&l1ral, vould 1 t; ~ eoc" anle nt tor 7011 on P'r1da)-, 
to see one or tvo repreeen~Une ot the 80l7b!ema 
indue try? 

When , P'r1 da;tt 

lfedllead.ay. 

Yee, an:r t111e. 

Would you eet a tt.e. 

Well I can aalte 1t 80nl1JIS or afternoon. 
Yedneeday a1'tel"DDOOl, -.,. ~t:hlrty. It the:r 
want 1 t 1n the 80rlllllg, ~ ot elenn or 
eo long 111 ~ere 80i t aay t18e. 

Yell I 1 U tell th .. quarter ot alann. 

AU r1e:bt air. 

And I 1 U t1Dd out wbo' • -'"g down and·- 7011 
o"r a little .. .,. 

AU r1f!tlt air. 

Quarter ot e left!l - Yeei:Deec!a)". 

Yee, e1r. 

!hank 70U ~ mach. 

Entirely wel-. 
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Operator: 

'1 .X.Jr: 
.ldoU 
Berle: 

S: 

~.~.Jr: 

B: 

:9: 

'1 . ~.Jr: 

B: 

B: 

B: 

B.li.Jr: 

B: 

Oo ahead. 

Hello. 

Oh, !{r. Seoretar:rt 

Talking, 

Deoe.t>er lS, 1939. 
2 :4<> p .m. 

97 

I aerely called up t o thank you •ery much t or that 
letter regarding thie Pan- American Bank Inetltution 
buelneee. 

You liked it. 

I wae in!ini•ely obliged and I think it put it 
exactly in the proper way whiob ie the eubjoot t or 
exploration and vork going on on t hllt baeie. I 
don 1 t think any of us can tell whether ve 1 d be 
able to turn up sooetb1ng. 

Well -

! o co3C1t to but that gi••• us exactly what ve need 
'llblch 18 Uberty t o dl&ouu it wi thout being 
eabarraseed l ater. 

Yell I'm glad you're pleased and I wrote the letter 
whole beartedly, I oean there vas no -

Yell I-

!t vasn • t eometb1ng I put my name t o reluctantly. 

Yell I lr::nov t~a t and ! vae • ery glad. I ltnov 
there' e a good deal or dirteion or opi'Dion about 1t 

and rig!ltly eo beoauee 1 t•s nry euy to go ott the 
deep end and I merely aeant to sa;Y :t appreciated 
TOry llllob you're bei:tg able to oonYince yourself 
beoauee I know that wae done attar careful con­
e14erat1on vitb t h e people 'llbo had etudled it. 
I .. anwhlle haYO attacked the Federal Reeer•e vitb 
eo .. 'llbat more oon!idence but I entertain the hope 
that ve aay be able to vorlt out a e1111lar attitude 
V1 Ul thea llltevise. 

You' re !lOre lucky than I u. D1d you eee ell that 
etutt in the p apers toda:Yf 

Ob, the Crowder etutn 

Sal-e. 
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H.M.Jr: 

B: 

B: 

H.M.Jr : 

B: 

F. .M.Jr: 

B: 

B.M.Jr: 

B: 

H. K.Jr: 

B: 

R.l• . Jr: 

B: 

- 2 -
ea 

You know how that came about . 

Well I know that they asked - instructed me and 

after talking with Steve Early I tried to make up 
rather an JDoouo• story of the picture and later 
we exohanged notes with J ohnny Hanes eo t hat he 
would know what I wae doing. 

Yee. 

What happened to thatt 

Well you see t he men saw Aleop working here and 
they said, well if he'• getting aooeee to t he 
Treasury files we're entitled t o it, eo I aeked 
Steve Early and the only suggestion you've got to 
give it t o the working preee. 

Well I ehould take exactly t he same position 
if anybody asked me for mine. 

So he called up Alsop and told him t hat he had told 
the Treasury to give exactly t he same stuff to the 
working press that he'd received. 

Well t here ' s no reason that I know of why not. 
I think you have it exactly right. 

And there i t U on the front page of the Ti•e• . 

Well it doesn ' t do any damage does itt 

I don ' t think eo. 

It' 1 merely a story that everybody had a good 
wrk1ng guess what was coming and was wrking hard 

to prepare for it. I don t t aee anything wrong 
about it. It may spoil Alsop'• etyle but t hat ' e too 
bad, we can • t run the preee 11erely for the benefit 

of one pair. 

But I thought - I knew that you'd handled it t or the 
Preaident with .Uecp and I thought you l!light be 
ourioul to know how mine got out. That'• the way 
it got out. 

Well ae a matter of fact I had eo•e gueee that that 
wae going to happen because Frank 
came in here to ask me questi on• and he eaid that 
their man waa going to aak for it. Well I made 
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B: 

H.li.Jr: 

B: 

H. M.J:-: 

B: 

B: 

H .~ .Jr: 

B: 

t' Q 

- 3- ~-

out some work out !:e:-e eo e.-erybod7 could lr.nov it 

eo thAt there' • no eecret about it and tbe7 111~t 
beTe a sked the ea.::.. th1.ag t'l-N> me, and we tried to 
t1x it eo that anyttlag t'he7 got we 414n' t care. 

Yea. 

You d14n ' t I talr.e 1 t, I lllellll the a t or7 -

No it'e out and I bo:pe U!a t l:!::e Vb1 te Bouse von• t aelr. 

ae to giTe &nJ' =ore til ea out. 

Well I hope s o too. I ~n•t lllr.e tbe idea. 
Oh, b7 the way, ~.r . Secretary, since I haTe 70U on 
th e vtre, I'd merely U.ke to clear up one thing. 

I've heard 1117Bel.t BUr?r!.a1ngl.7 enough quoted. I 
think in connection Y1 th 1hla French trawler bce1ness -

Yea. 

Raving been 1n faTOr of 1ihe war. 

Yes . 

Well or cov r ee I va-~•t and I ' aa not and I would 

11lce to malr.e t hat ~rtecU.J clear. I ' ve been in 

one war and I lalow >o!lat it• • about. I don ' t want 

&nJ' core of t be tra¥l..re 1n tbet bua1neee. I 

think it -~~ one or the ~e• where the alr.lpper ba4 

gone out a bit on the end of a 11mb 

Sometio e, oot too diata.Dt 1n the f uture , let•e tall 

about it, beceuee I ... terr1t1call7 upset. 

Well I' a sorry abot:t t:bat, I d14n ' t lr..now. I lr..now 

on the trawlere, I tboagbt the7 were entitled to 

their trawlers pa.rt!c:t:l.arl7 in rtew of the oodai t­

mente that bed been -a. and aai!U.II1ng t .hat t he7 

would tell ue , that the7 are not to be ueed 1n 

connection Y1 th the aa..U f oJ"Cea. '!'be7 41d tell 

us that, that ' a ali.. Cur people here talr.e a 
different rtev of U:tat old .Uaballa Statute that 

70ur people lnTOir.O' bat t:bat 1an• t aer1oua becauea 

enrJbod7 talr.ea a cUttareat rt.- of nery Statute. 

But on the theory that u a aeaber of the war ~ -

I laughed a ll ttle b1 t becauea - if it -• &nJbodJ' 

but 70u - I ought to M.7 I ' • not phlloeophical 
about hov it co.ea oat. I thUIIt w be.-e a dlaUnct 

intereet 1n that, bet that ' • one thing, I cu• t 
cla1a to be t.pazot1al ~t · thla, I don ' t 111r.e the 

idea of an 1~rial1at JIOW8r 1D the Atlantic, 
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!l.1(.h': 

!l.l'.:fr: 

!l.l'l. Jr: 

H.W. Zr: 

B.lf.h: 

-·- ! 00 

'llllt tbat• • - WJI«. Oil a. otber al4e tba 14ea 
u.at .. 0'118tlt to pt u. I aboa14 ~ ..-.uoan7 
w OQI!bt aot. 

Wall tbat•a nh'ellblms 'llllt tbat•a tlbat ......,,.... •• 

Well ~ Ulat - or oow .. I - ·~ u a 
p-eat ~ ror t-ll•z:s ,._t -W7 e1M tb'•k• 
about -tb.lac • .Mt - tbat .Mt or 1t u -.. n. 
tbat tbe tra'lcre, I -'-4 tba PNDDh to pt 
Utelr t:rawlere 1Ja n• or tba o~t.eata tbat wen 
...tit. Y011 ... -

Well I -• to14 that Ulla -• golJag to oo• liP 111 
Ca!l111et that 1!1'. !111!2-.. go1z:s to ~ 1t ap, 
8114 1d!en he 41c!D't, ban. ben pM.-.4 With 1t u4 
reall7 ban. beea .,_,...,, I 'bzoo1:18bt 1t 'QP ,_ .... 

I .... 

Beoan-e I nsar-4 u u.n 1a th1a aehoo1 or tbo•t 
1lh)' u• • tbe k1D4 or th1llg tbat OQ&bt to be 41eeuaaect 
111 Cablllet. 

Oil I oel"talll17 tb1Ak eo :taJo aa I "-• oonr14ent1.U7 
1!1'. !JeontuT, there•• ~7 ODe - 1diO nall7 -7 
reel that~ u4 U!.at•a Mll l!lal.lltt. I'• not 
._. how be ree1a 'llllt I tb1Ak u• • poAlble tbat 
be'• sot prett7 n.ep 1Ja tba PNDOh aDA of u . 

I .... 

~· • oDe otbu· - o'NJ' ben Vbo Jaat •7 ban 
that 14ea f or qdte other na.aona. 

I .... 

'Wboee nua I -•t -t1oa beoaaae I alsbt c1o h1Ja 
aa 111Jaat1oe. 

I aee. 

BeJ'I)D4 that I ._, t 1:h1llk ,..,_ ooal4 I'HI'U1 t a 
-JWdS].'• SQU"'I ~ an 111 rawr or pttlJag 111to a.-. 
Well-

At l.eatlt u Ulen la I a-•t ,._ 'lllben J'1111'4 f1D4 
u-. 
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H.l<.Jr: 

B: 

R.M.Jr: 

B: 

B: 

H.M.Jl': 

B: 

B: 

H.M.Jr: 

B: 

R. U.Jr: 

B: 

H.J.!.Jr: 

- 5 -

\fell that's cheerful. 

Certainly not i n t his ort1oe. 

A• I eay I not only wae •booked but depreeeed. 

or the depreee1o~. 

Yee it helped me a lot . 

The shook may be cuShi oned -

Well the shook is over but -

'tQl 

Because it simply would be plain damned rooliehneee 
now 1! - I may say !rankly, that 1! it vere a oaee 
or haVing a German- RusP1an oomb1nat 1on vith a rleet 
loose in the Atlantic and no oheoka on it ve then 
probably I think would be presented vith t he 
alternative Whether ve wanted to etand on t he 
Atlant1o line wi th a very much enlarged Nav:r and 
eo f ort h or whether we' d have t o take a hand 
! ! r et, I don' t know. 

Well that -

That isn't imminent now. 

No but it should be carefully thought out and ve 
ough1JI~ slip into 1 t . 

Abeolutely and as a matter or raot one or the reaaone 
Why I've had all the neutrality work go over my ovn 
deek eo that every document here tuA gone through 
hae been with a view to taking out ae much aa I can 
these various t h1nge that elide you chunk by chunk 

forward. 

Nov I held with What I understood vaa your poa1tion 
by euooeeeion or legal op1n1one, we ehouldn1 t sake 
up a neutrality policy. 

I think that's perfectly proper. That'• u:aotl:r 
true. Vhe.t I wae atl'aid vaa that a lot or tbeae 
thinge were doing, that they go both va.ya you eee. 

You can' t have a.ny argw~ent vith me on that. I think 
that there lhould be a pol1o;r but !rankly I don't 
knov Wlbat it 11 and eo vhen theae lhipe get on tbe 
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Bl 

B: 

H. !-! Jr: 
• 

B: 

H. M.Jr: 

B: 

H.H.Jr: 

B: 

H.X.Jr: 

B: 

H.M.Jr: 

- 6-
. .... 2 .. --

hip .... and w uoe becb4 -qp by u op1al- or 
tha eo.ptl'oller - ot tba .t.Uo~y O.Deral., I tla1ak 
ve •,... got to et!ok to the law. 

Well I 881'" vUb that. I 414 th1llk th1& that I 
th1.Dk that n.rat or a11 ... ,... P• eowwtat -t or 
our~ 1n tte aituat!CIIl. In the -0114 p1aoe I 
thlnk they ba4 atatea the oaaa both to the Preal4ellt 
and the l'.artt.t.e eo-t .. ioll. I thillk tba ~ 

OoYemMII\ tbougbt 1t ba4 a oOIIIU t.a11t and u JOQ 

!mow 1n the Wor14 War ve eo1d these ah1pa ~t 
a1ong. 

Yea. 

8o that I th1nk the •=e41ate repareunion voa14 
han been a charge of breaoh of faith. Yell the 

ob'lioua thing to do _. to aalt thea t o tell ua ttey 

v ou14D•t. 

Yea • 

And they did &1M! that ... tt>.at. And that ... &11, 

but that' a a1l 1t had to do With 1t and I 414 M.7 
in oonneet1or. Yith tm.t , that ve vere ha~ 1~ 
op1D1ona a1l oTer t he 1ot on a1l lt1ndll or ~. 
goo4,ba4 and 1n41tferent and 1t aeftle4 to = tl:at 
1 t algbt ba ..U to bol4 oft, ta1te aoooant of the 

Wbo1e ~. we••• been DOW D1Dety 4&7& 1D thla 
thing and aee 'ld:!ere they were a1l taltl.ng u.a to eo 
t hat we 414D' t han the W11aoD1an expel'ie- of 
aU41ng fro. poait!on to po&1t1o11 and ......, .. ,,. 

n1141ng 0111'11e1na 1n a hell o f a •••· 

I ~ with 70U enUre1y. 

But a:r own p1ullk 1t you aalt ae tor polloy 1111'11.14 be 
011 the other &14e. 

Well -

On the v1thdr&Va1 aide . I •an on 1:be -

hue &14e. 

On the - 011 tl!e IIOD-WU' &14e, ob abeo1u\e1y. 

Well 1n the not too 41ataat I'• going to oall ,_ 
-qp and l et•a ba.a 111Deh together and ta1lt aboa.t U 

aore. 
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II: 

B: 

E.X. J r : 

B: 

E. l( . J'r :-

B: 

• 

- 7-

I ~ be -tira1J' d ;roar ~--

M -- rrca ~ ~u- I aa.·~ fh1.K 
aten• • -., c!J..Nere!l~• be~ -. 

I aon•~ Ul1.nk .,. I'.,.. al.~ , ••• ~· C!>a~ • .e.~ 
I'.,.. beard or :rour op1D1oa. •~tl..Y 42 d n13:1 "q 

own. 

Yell 1~ 8er.ttl w. 
ADd I baYe a 'll!lol.e lo~ ot rea.eoo::a o~ ~ rtra!.&b~ 
t orelgD pollq t or u aoeeeuoen~ - ~ 

o.s:. 
Yell ple•• ao an4 l.e~ • knoW. 

I' I.: c!o ~t. 
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Dill I IT u. 19)9. 
2:50 p.a. 

::.li....Tr. 11111o. #_~. 

"'"·~ 
1.,; 

3:>c-e•'" I Hello ~-

~, ,:tr: 1lello Baro14. !llu'ol4! 

'!:!: 

I !aft -a.e an appo1ntaen t ror tile ~ 

~ to Me A4IUral. St~. C!Ue1' o1' a. t3D!te4 

Sutea BaY)'. f'ol"'Ier Chief' or Or41DaDee at '-­

f'~f'ln on Vec!DeeG&y. Hello -

Yea. 

I 1 'ft M I D h1a aD4 h e 11 preperecl. M ~ 11!:at 

the Prea14ent aD4 I want h1a to do . 

Yea. 

~el.y to get tbe uM or 1101;rtlde- ~-'•••• Ill 
U!Uted Statee. 

Tel • 

.lDd he 1 1 heartUy 1n IJ'IIP&tbT With Ulat 111111. - 4lo 

1 t aD4 JmcJwa !lov to 4o 1t aD4 11 re.47 to -'-t 
tbe 1Ddua try. 

Efta tb.at -u.. u4 1f' :roa 4Da1 t m.ll4 I .... , t'!:1.1.D1t 

tt CJDSbt to be Sobbtt. tM Prea14eDt or c:u._ 

0.1:. BellrJ'. Do ,_ tb1llk I ....U-' 

I tb1llk 1f' JOU ooa14 - 1 t -.14 be ftr7 ~ 

All rtpt !!enry. 

I •& tr7 to -Df'llle 1t to three paoJl•. 
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!! : 

:!.!! J r: 

3: 

!!: 

~ . ~~ .. Jr: 

!!: 

~.v.J'!": 

!!: 

~: 

?.. Y..Jr: 

3: 

!". )( • ..Jr: 

B; • 

- 2-

Yell I WOIIl4 ha'YI! to bring eoJMbody elee troa 
C1 ,_.,. 'bee&!lee aa you know t 1 at not a teohDioian. 

Yell hri.:l3 :!ar 1 Loeb Jr. 

Carl I.oeb. .llJ. right and you sean I could coDe 
be8ldad 

!'ea. 

Tee, 1 '4 l1ke Yery much if you'd oose. Kow he 
k:l:lov'& al.l al>out - I've had hill there and I've had 
all. - I :!o:l': know how 8&li.Y Adllirale v1 tb h.la. 
tt:ey' :"tl a1l rea.dJt to go and ae he put 1 t Xol:fb4en1111 
ie be•-,;; ?At:riot1c and i t • s uf1 to thea to help thea. 

Yin. 

.ln~ ~:or·.,. got a1l the connections v1 th the 1n.duet:ry. 

~··· 
ADd ta:ey•re read:!' to go right down the llne on the 
o!'d~ ~ tlhe Preeldent • 

.All. rt~t !!e:uoy t!la t • a fl:le. Henry, uy I aak you 
80::110~ 

neaae. 

F.a.,.. J'l)U aee!l - J'OU've aeen I take lt, the letter 
t!'Oia the State Depe.rtsenU 

Yell I - I 1h1.nk I hne -

Yell JOU knoll" the ba81a of it ia thet - I aean we'•• 
gou.JS 1t J'OU aee. 

Yea. 

A.ll4 t:::e:r a1arply - it ref ere to the Preaidant• • preea -
at.a~t at the preea conference about country' • 
~ bolllbarc1llent and uohlne gwmlng, eto. 
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R.M.Jr: 

H: 

- ' -
Wo , no. 

!low ot couree you can ~ne v. ban soorea ot 
1nqul.r1ea troD our atockhol.den ~bout thia and we 
teal. that ve ba•e to i ssue eo- tind ot a stateMnt. 
You see they vant to blow how IIUOh buaineu ve• • e 
been doing wi th Ruae1a and Japan Which ve' •e ne•er 
tcl.d them and 'llhlch we thlnk ve ought t o tell them 
now. 

R.~.Jr: Yea. 

R: 

H. l.f. Jr: 

l! : 

R: 

B.~.Jr : 

!! : 

H .~.Jr: 

H: 

H. M. Jr: 

H: 

H.M.Jr: 

H: 

B.M J r : . 

Can ve eay t."lat ve ba ve !M!en unoffi cial.l.J, been g1nn 
t o understand v1thout 3111nt1on1ng &Ill' naae that 
Rues1a, Germany a!td Ja:;>an are i n alnd. 

You' d better l.et ~• c~eo~ tha t . I tel.l. :rou vhat :rou 
do l!arol.d , vben you coae dovn Wednesday, bring dovn 
~ dratt ot a l.etter t o your atookhol.dere. 

lll. right Henry. 

And I vtl.l. - bring that 1n to •e and I' U tr:r to get 
a cl.earance on 1t troa the State Departaent. 

All. right Re:~ry, t hat vtll be evell.. 

And I th1nk you peopl.e ought to •eet anyva7, t h e 
people over at t."le State Deparbent that are handllllg 
this. 

Yea, I ' d l.lke to. 

See' 

Yea. 

Sot I think ,.ou ' r e goi ng t o be pleued v i t h t he 
reception ,.ou ge t onr ~t the If~.,.. 

Yell that ' s tine Henry. 

'!o:11 re vel.ooae • 

ll!lal.l. I oo,.e t o He you tlrart 
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K.Wha • 

!l: 

a.w.h: 
!l: 

!l.W.h': 

, -- ..... - .. 

~-~~-leek•' ...... ·--·­... ,... SJI tat • la ._ tw tyft-. %'& ......... ,...n ... 
&11~-

... e tllra I'll ~ -

!'ft -t m to ..U J'l8 wp a... &ne. I ... 
"' 0 .... 

Y••· ..n.,. WN. no,. mA -.•u t1111,..- fta 
,... .. 1111il - 8p110la'-t. 

1.11 l'l&bt • ...,.. 

........ "ffWr'' - *. 
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!!. )! .J'r: 
<; . !f~rle 
Coc.'lra%1: 

?. . v •. Jr: 

C: 

B .X .J~ : 

C: 

E. '! . Jr: 

C: 

R. )(.J:-: 

C: 

B. ' . Jr: 

C: 

"f . l{ . J r : 

C: 

"!. 't • .Jr : 

C: 

H .~ . .rr : 

C: 

!! . ~ .Jr: 

C: 

!!: M • .Jr: 

C: 

S:!'! . J r : 

!!e ll.o. 

Yes . a:l.r. 

Dec t: r 1.8, 1339· 
5:36 p .s. 

'"8 --

l ':o ~ to hold rou up but I •·n haL a ~en1on 
ot -u~. Where are rou' 

! ' a a t ~ ·~cAlp1:l Hote l , but I ' l!l ~ oTer 
a h6e:o -.1. llne. 

Xer le, ~·t second telegr'UI t!l~T aett abo':n 'o""!:1ghaa, 
JO':l k>oY. lO!!n he vas t here - h ello. 

Yo:: :tDDw J0" ae:1t 11e a aeM , th~re woere two cabl e• -

'!e s . 

~ea. 

&Ad ba~ a re~eentat1Te coae ~ 

How .Ud 2 happen t o de that! 

Yell~ !lad~ ~t 1h h1a !:I1.Dd all e e n-. 

O!tl 

.bd I A.id, .Yell - d1dD' t br'_ng Uzat <Z?L• 

'!ea. 

~ 2 -..nted to alte 1t a trcnger aD4 I aai.d , 
.,. rer eat the SeoretarT 8&14, :J")Q ~t not 
•~ ..e..,. one•. 

Yea. 

Yea. 
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C: 

C: 

!!.X • .Jr: 

C: 

H. K • .Jr: 

C: 

B. H • .J'r: 

3 .'f.Jr: 

C: 

R.l' • .Jr: 

C: 

C: 

B.1(.Jr: 

C: 

C: 

- 2-

• ("9 --
All4 ~ 8&14, .,.n I tee1 t!lat ve had ~ eo Uai• 

bet • ot 0111"- a1t.at1oa•. Be N14 hla 
• ts-"or aD4 he both te1t ftrT e~n~ on Ulat. 

Yea. 

AM tbezoe ~ ... aa4 U.y abo1ll4 ND4 • oae beak. 

A!ld I a&ld, •Ve1 1 don't pat l' Ia .. .._ -~. 

Yea. 

•!hJ.a U oae ia be.aed 4et1a1te1y 1IJIOil your 1Dterw1" 

w1 th the !ecretur'. 

'!ee. 

I N14, •!be o~r yoa'zoe patt1Ds up r- ,..,_ oona 
e t&Ddpout• • 

Yea. -u it - I th1Dk it'• 111lto~te they_, 
tba -day in't iU 

I :ra1eed that point aa a~~~gl,y aa I ooa14, I 11&14 

'"1lhy aoa• t you wa1 t a 11h11e•. Be a&14 •11o, I WilDt 

~ pt 1t the re before 11h1pa arri ... e•, be N14, 

WRe'll be there 1D a day or two•. 

Yee, -u. o.r:. !low Uala tell.ow - -u that' a 

-Ul1Jig e1.. ep' "• I 11114ent&D4 thla 

Loft ll1 'ftrdalll w1ll be 4Ginl bare Vedoeaday. 

Yea. 

Yea. 

AU rtpt. 1IDv' a your Y1tet 

W.•'" w -thillg aoae to4a7 e apt ~N7S· We 
'b.a u.. tabn Uala ~ aD4 •'re Jltat 1IP Pttlllc 

U.. r ''a« at n.w o•oloek. 

So tcwa•ow -!'lliDg •-a~'"-~ iiDo'­

hl" -ea1taUon. 
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lt.K.Jr: 

C: 

R.lt.Jr: 

C: 

B.X.Jr: 

C: 

B. l'f • .Jr: 

C: 

!!.~ • .Jr: 

c: 

!!.X..Jr: 

C: 

B.x.z~: 

H.X • .Jr: 

C: 

C: 

- J- !!O 

Cia-

t ~~epe .. llball set t:~sroa• • •=· 
W.ll nel'71hlag• • be8ll fti'J' - ,.._. _.. 11ae ..._ 
qdet ~ • 

.... ~ 18 qUet. 

1 1ft hs4 a bell of a 4&7 'bat DOUdJic = tbe forelp 

-~. 
Yell I-

Iaot4eDW117- l.Dol.tell~. UIU ~ trae 
Oene"" Will DOt be here Yed:le~. 

Cia he v1.ll DOt be. 

Yea. ~-Y· 

Well. tr :rou 'IL:eep that 1.DYUaUoa apea I'll OU'ta1.Dl.y 

be u• ,_a... 

Pllle. 

.1114 be ~ U.t tbere - -'llbiS ellolat \!!at 
MIO&t aDI be ..u. •I 41aa't-' 18 _._ t:lle -
ale1:Ua a. ot:ller ren-e a.&. -•t ,_ l.et • ~ 
Jut .. , ,.,. -tp. -
ree. 

W eo I pw h1a a. - e z 1 1• - o\tlare IleA .... 
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C: 

3 . ~ • .72": 

C: 

i!. !l!.Jr: 

~. -· 
~. -· 
C: 

!:. X • .T:r: 

C: 

C: 

!!.X .• h : 

C: 

- ~-

And be aald he ' d ;ret 1t ~trene4 out to beg1a 

with. 

ltaw anotbe:l" tb.l.ag, the;r ...,.t -. 1beN1 a UIOtbl!l' 

ab.ipeent ooaing hoa Ut-• :;oeople, t!:le - a he. 

Ie that 80, 
Yea. 8o m:r oable a t ~· ~ ia ~ ~:l"tut. 

Yea. 

Yea. 

Yell I explained Ute whole ti11Ds t o bia. I ga,.. b1a 

all. the baokgroand aD4 b e aid be WOI)uld w12"e ua. 

He aa1d 1no1dental.l:r that !J:e'4 Just 1'ece1Ted a wiN 

from b1a people :rea te:l"day. 

Yes . 

Yant1ng an eatl.aate rrc. b1s u to bow 11&117 doll&:l"e 

tbe:r vould need oftr :!!.el'e CEl 1!le cont:l"acta that be 

bad 1n m.1nd . 

Yell that•a 1Dte:l"ea~no. 

So 1t t1te 1n and be •a go11:g to t'17 baolt t o hlB heme 

tovn, the aeoond ot 3&DUar7· 

Yell I vant to eee h1D berOJ"e be go ... 

Yea, he aa.1d he vuted to - a-Jl aD4 b&Ye a good 

rtal t, take baolt u:r 14 ... ._ ha4. 

Right. 

And be bopea to baTe at laaat a prel1UAa:l")' ... -.,. tor u 

baton ua batoN be goee. 

Good o !bank )'OU • 
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Opere. t or : 

R.K • .T!': 

O: 

B. l( • .Tr: 
.Tobn 
9ul.ll ftJ\: 

H.M. Jr: 

S: 

H. M • .Jr: 

S: 

!I.~.Jr: 

1: 

B. X.Jr : 

S: 

R.K.Jr : 

S: 

1: 

S: 

H.X.Jr: 

Bello 

t· 5 .. u. 19)9 • 

• 22 ·~·· 

!b'. hlll-. ~et or !b'. Jle1..n..s•a oftloe. 

0.![. 

Oo e!:!ea4. 

Hello 

Hello. 

Yea au, I -.. 

Well I epoke &o ~. tbell he' a to14 J'OU. 

All r1Sht. Yell be took 1 t ertre.e17 ..U &D4 eo 
tbet'a tbet. ,a.•re lt. 

I He. 

All4 be c~ ~-.. JOU a goo4 MD4 ott. 

Oh thank )'DI:l. 

1o 1dlat r ~ h!.a-.. -·4 au. lt tbe 15t:11 or 
.T&maar7o 

Yea, alr. 

!bat .SO.tlll' ~ kiN3J,.. Doa. .. " 'IS o~ to tbe 

Prea14eDt t:be rn • 'aUoD &D4 let lt so ~ 1D 

t.he tlnt bato!l ,a. -· 

Ye•. 

All rtcbn 

All rt&bt. abo. .._ I ' ll - I'll ba liMit bere 

!'laee4Q '•· 

Yea. 
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- z- .... 1 '1. - -
!!1#1~-

A:IIl I 1211!* :so-•• -~ ~~ ~::zoe ]11:12 e.. ~ 
-.l.all' t ]111101'1 

Ob-

Yell -

I'll be ~ ~ '!!!:iLJ • J· 

I-· 
!o gl-- ·~~01:' ~~aS--­
I wUl. s1-.r. ~ II!» ~. ~ ,..,.. .-1p ~ 
Oo:unH date! .ag:a ~ 

I~' • ...,..•..g !.:!. 1:0 - at :roa::-~-

I -, be e "!!nY ._1a15 - t:) eall- I U 

JOU' d aak- ~ r=c=-~1.8 t:) -u.----
70111 ft ~ z:-4 l.t.. 

S'are.1.7-

SecanM ::Ia~ b ...,..,.,.. 10o ~t ~ we<:"'IL 

!!are, ! '~ STR '• ·~ ~ 

!hck J'OIIl 'ft'rT ~ I ~ ~ a JIE£Z J ~ 
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'E.1'.lr: llello. 

O;leofttor. I -- b-. ._,eet.tld 

E.:P. ll': &U rtpt. 

0 : Go ., .a. 

:!:.J!. h": !!ell.c. ~ 
Earol.d 
!L.r.cl: ac~tld: ~··• J!em7. 

:s.Y . l r : Ye ~ ~or JIDa ..a JOI'U' --!&tea to -
11!'. !!!lall at ~ o •eloelt t a w. 

!!: I -· 

E.:P.h: Jfaw ~D at that u- ,_- llr1Jiig -.p all71hbc 
a1logt; ~ 1e~. - tbral ..a- 011. 

~14 --

!be 11bDl.e 11•1 ptUa. tato. -•re MJ!~!tng h1.a owr .. -·· 
.£: 

R: 

Ll'.h: 

'!!:: 

Jl.W.h: 

I-· 
!bill S1.,.• JOG • eba:lce. 

I - Jl&BrTo U.. tiD J1Da -t; to - _, 

Well 11beD J'D1l pt; tb i' wHil 11!'. Hlll.l. I -.14 lUa 

to- J'OU· 

Uter u.n 

l'ec. 

Yea. 
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B: 

H.x • .rr: 
R: 

B.K • .Jr: 

R: 

!i . l ' • .Jr: 

R: 

- 2-

Yoa ~J' are. I'll haD4 1t to J'U1I tor Uaat. 

All rlgtlt. 

'fhaDita a lot BenrJ'. 

Al.l right. 

'l'hanlt J'OU. 

Goodbye. 

Goodbye . 
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l/ 

2/ 

Sllhjectt ~ mmaport Co!'f!!11'Y011t 

Article$ ~ ln!XU]>Orotian; Official. 

~~~ <ll &E.!:!!! ,'b•ectt•e:o 

~I.!'' 'W'AL 

Si:: 

nth r-...!erence ... the ::l::l>u$7' • tel.e..,-.: to tbe 

lle:;>:..~~. J:o. 623 ~ ilec::c::bcr 2 , ~9)9, l.OzOO ,.,_, 

... .,._-a..:.; ;;>lz:ns to <:OO~te I>C!cr ~ ~ 

cn:t. i2:1J>a ..,.,.;er the otn:ltn>l <ll tile ~ of Co=u­

d..cati<!l\1, I hue tbe tenor to ~ • • :!"or the i::to~ 

=~ a! tbe llepart;::cent, a co,;- <ll a tra:l.slation of 

the article$ a! incor;>e=ticm a! ~ a.1na !ra>sport 

Cor,:araticm; oz:d a co-;T ~ t.!:e Ce::tnl. ~:.,.., rele.ue ot 
I:ec::e:=J:Jer 16 o::nnot::n~ !or:ation ~ the c:orpor..t!.oa. 

Slq:.m-: ?nnc!E"M!~ O:Utic:ul.ths st-,•sn, in 

Ule ~ ot ~-::i.nj; ""'tor ~rt in Qan.a, 

incln'"n<: the prcbl.e ot ~ the z::otor t.nnsport 

M:-cice ot the l"oo iil:1ni; ::ra.d1r.i; .::Cr;>on t:1ar. ~ a 

cer:trU ~at1ce, ban> beta> OYct=. :be :zrti­

cl.es ot incor;xn-• tian c! t.:le Q:ir..a ~,.art eor;:cr .... 
tian, &pp;J'OTCd by the Ji:IO!CUti'I'O Iu= on i:O'I'<Cber 28, 

l.SJ9, azr6.bc:ri.%.e tl::e Cor;>oz4t10D to ope:-a!.e rail., -~. 

md air ~t1cm ser.ice:o ~ a.1na; 

ctl:nri.aec! ea;>1~ is w 'be $SO, OOO,OOO ~new 

kticmal. =~~, :;,au or 1lltl.cb is to be Sllhacxi'bed 

tiT tbe ~t:y a! Qnnn<catl.c:ns; nrn o'bjectin 

1a to ooor0ill&1A motor tz=s;>ort, & FOU• CD libicb 

three "'"'-rl.e= ~ haft been -...rlc1n6 l or t.bree 

...,ths. ~ ~..ioa :!.s .,.thorl.sed. to con\.raet. 

!o~ loa:Js; adl::eu bope ror ~ in traz:a-. 

port s,stc :rofi'1c:ie~ w c:~.., ~ crec!iu 

boo the lla1 ted St&t.e.a . 

!be fom.atica o! the C:1Da :::-m>..?Ort Co.'"PO=ti""' 

ill l..erl;el;t chle w tbe etforU ot three ;.,.cncan !:11;)>-

...,- ~ti.Gn expe:rts be:4ec!. b7 l.r. lo:=ioe E. 

. ~ G .. --
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S!:>N"an, wb:J uriTed U. Q V""& b ~ 1:1. 1939. 
~adrl.ae the~~c ·~ b~ 
cct :;Uan.s to coo.-d!.r.;:.tc ::J:)~ c c::z;:c..-:. ·~ 
=oca;ded a±l.a. .U~ ""'r.'IIC'e =ed before 
l.uT1.c£ tbe t:m ted St.a~ (b,- c ~ cz:: in t.::e C:!r>ese 
.....n.tu;e enr..acs • .,a in t2::a ..-cuu:. cl ;; ~t 
~ .... 'IO!:o represe::ta ~ .,... - • :;~t 
qend.•s in .;e: Yerlc C:.ty) .;!:&~ ~ ~ ~ ~ 
~ be ""'re di!'tieal.t Ute::. tbr7 ~ i"'Ssl.t:J.3" en~ci­
;=te. they hl<Ye been rrtn•'''J" ~ ~t ~ lack ot 
a!!'!d.enc:y. tal ~=:. ""' ~ Q?--at~ ~ 
~.:. o~j"c!.ions :.o !'"e:a=r: -~, lt:i::l ~ ....a"f'e, 
:nc. ..!,::.e m "d:..e, er .. .c.:t:t::t.~-~. ~ ...:::.-e, ::z;"cr"'~·•1e~s, 

=.ec:~ i:l ;o:a:d."" ... i cr-= :"'--' !:: ;.. ::o~t.ee ey-st..e= 
=- tr:..s;.ut ~cb, it !t. :-::.coeec::, ::::..:;:- ::;e!l the ci:i!'­
.c:~oe be~en c.e=e.z.~ ~ z:::T!.r..l. ~a: .be ::Ltico..L 
t.cr;-c--......_e::!.. 

~ -;;-t a= c:=.=t:!.r-1.-:.:.. ~ .. __ .;;c:t.ar ~ 

::;:- ~ .... ~o::..s !..m'cl-T'ee! c.e;o~ - - ::.;~ ~ ri th 
C!"~d.cn.s ~ ~~ ~£ ~....m:=:e:. cut 
&.:...4 ..;it.C t.Ge ;"'oo S-in,£ :ra...!q ~. -=..ose 
::ro':.or a-..nspc_-t ~is t!a la..~-. z::d ?-"C~ the 
;est o.:,;anue<i o~ u.:.s~ :o l:e ~~«: ~ the Qn.nn 

~rt Co.'1'0=---~=· ~ ·- S!:i!.:;j; ::>e':.or =s;x>rt 
L-e..-rl.ce 'G.& orgcizeci, ;..=; ~ :e;.c.;.-t::.e::t. i.s amre, 
u:::cer ~ Cirection ~ Q:o _ _,,.......cr=m ..... •srrr~. Lr.:.:rence I.. 
3:ro!.! and ~ 5. Eead, 'W!:c, l!l::a :.:r. ~· rbrn, sr.d. 
t:1s assUtmrt..s, ap,?f'-U -:o t:n ~..::. ~ -:c CC=..a. 'titb 
~ ~:.ciel. a;p .. e;-.! G! t!a .=.~ ~~~ ~~ 
::e, a.-t::ent. W:e:l tLe ~:1= c.1 ~":be Foo ~ 
c:.-~ti.cn t:ncier t!::e .. i- , - . ~ ·-<==' «::1.cr.t:s a?C:se., 
~ :"oo Sh::l:'_,; Go~c.ra.~c:1 n:!.Z*! r--!_a::.:; e:~jec~C"nS 
(;;!.::=~ b ~cm•a c:&;_-,a_~ ..: • .:-~, ~...obex ~ 
l$)9). ~ clUE' c -.::!::.<:!: ~ ~: =-~ it£ -=u::l:s 
~ ca:l~l ~ tz:e '"]jM :::: C.: ~ ~ 
1.aterl'ere 'Iii U: CU!J' ..J;; m:! :.:..o c ::J.u..., a=;s =Cer its 
<>CCtr-..ct. wiU: ;;,., U:l!.-.-=1. ~ .::C:..,:~ti= ( to 
--'¢4""' - -..nee~~ :::lO:. :.Z::s • ......_ : • .ceo !:-c..cks ~or~ 
·==~ axi cx:clt::dn.:._...- !.= -;!a "::"'';::IS;!O.-....S.ti.cn 

~ "::eli cU ::or e;:ort =Ur ~ .:.>;x:rl.-lz;>art l!al>k 
=eeit.). l.:r. ~ ~~ a ...a;;.X:- ~ t.!>e ~7 
S"'...a!:i" cc:-.!'1.c.e::rt:ial.ls co Gc-..c:=c: 1! ~ :» 61 t;li icrd 
.bo i.:ca o~ turtri!:;; c:e c~ !:Jot 20 'baUt. ...., 
an:r to the --1.t:ris~ o! Cc:r-n:::! ~; ~t sa::c e! ::1.5 
~e::e ~:lia tcr.:; ;:...., :&ili r:br7 ~ re:1£;D rather 
~~~:or t.he :...i.!:d.=-..; ~ ~':. n-.Jxr ~ ~ 
1t. ~ to tile ~ :.;c: wt. a~ Dp?C:Ii~.,.. 
j)'CQ tbt :oo ~Ca..~ u.s rcs.cms1ble tor 
!a1.hae of U:e ~-:i.ac ~, .:.. ......U.C = !::1B 
a.~= our ntb:t:t; .r:r~ c~ L. l:.r. GroU 
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a b& a:. ~ -.., lK:t. "!!' ~ '}=::' L ~ 
~c ·---~a~f:tolata.~ 
..-,ee~r ....... 2 ~:.c. J:IO! ~ ~ !:1a &..-pd...,,. 
zh-U = 0.. 5 t.od -. ~ ~ ~...,_ !!:r .........,.u-. ~ :~ .. 'xn sa. u tzat. i t !.a a ~­
=:1H t:z:::r ~.....,.. .. ~ \!a ~ Q:1a :..~~ 
~ :!s. ;;o .1~ rrr"'rafTL,:- "-~ d't:D. 
en S rL 

~ !"r ' · •" ~....., m-!ie:s ~. ' ac • :::.:K 

~ C:i - · .:::.! ~ 7::;c ~ JiiiCI!,;cz ~ - rt. ~ 
is t; :.:r-- ;.=1- ;s! ~ -;-r- ~ ~ 

=~ 1iC:i ::. a=-...-! 't.2!. ~ .:11!'8 ~ !s a 
·~z-r C!.oz::'-...a- #Cw C • .::+..::.c::1s.ec! 't7 C. '~:.. 
~ ~ 2;r_.,.d3:::r:t=ae ~-:.::. ~ ~ o - .,... 
~a=:~~ .& o azl ~ "1lbe Sat:1.caal :.Ce ,...t-; 
its erc-af:A' •acm- .o;cr~ or ~ ;e - ... - . 
ao! EL;O:toJO:: ~ yl!_& '='~ • .n:1.l.. w::.:. =- .c::. 
~~ = =n-=""':7 ~ eq=;.:z:- ::::.i ..-;cT•cs; 
~~;;> c: .,.., "~· a;>e::-..!:i= ~ a.-..u; ~ 
:;a::~~ ~ ;::;;&.7...e::r; ~ ~ -..... d 
c:~ ~'-r-"""C • •as; :-Ai --. ~--!.:. ~ 
~~ -~ ~Y!.t:::..c: ~~-.: to ~ a,.,....t 
o;! -z:::o;;c: :oG!.:ID ~,.,.. 

~ ~ ~-%~ ~ Ca:"?c--G!= :as 
a>~='""=='= I:! ~-= ~ c.:~. ~ e.d 
:::.. e .. ..c.-: .DC s:::4 r• ~ £ airli:alls 1.: ~ 
.:.bin a:!r ...,... :!.:as~ be ezt.z~~, .......... !: ~!1:\Je.. 

~e:c;: V ..._ =l:z,Wj e=£11C! ~ -:rli=n &!-~!:e.~ 
-- ~ ~ ::..0 s~ ~ x-:b:::::= · n~:T! 
-:o c=:::::::-~ ~ • =a:"'n- r !=I ~ ea.---..ar ~ !ilo 
~.~ ... ~..,...... ~ o;.:::--::::!.::m a!' <---'-' se:-r~ !f ICC e:-

.a-=:r:.; ; , C"e ~ u_~ ~ ~..u -~ 

~ -.::::::. !a !'le--A:" ~ ..:a_t t2:e ci!&..-&.r is liO nc 
!ar ., .... , ...: ~ ~ 21: o.t ~~tal d .S::0:JXl.tlOO 
C!-4' - r=;;:r;aJ ;xu_...., is ~be aCI-=iW ~ ~ 
~""t:::" ~ ;......,.......,.,.., ~ ~ otbc" !:::aU~~ 
G:; e b ~-.,.. '1::1 wc:1&1. ~~ e.d; 
~ ~ .!1~ ......-: s ~ & ~ c:! ::!....-.c:".:rs r:::! ... 
':c ~ ~ z:w ';:, '!>a ~.....: 'toT ~ ~ ar 0 r ,....,.... ~ the l"';;l"!"z:!-1-. ~ ... 't':"W'!" ~ 
e. a a J3=; .... ~ = ~ 'ld.Ul ::a 
.s ~ C:: d:a ~ .... ~eli~ xaH=reJ GeGo•eaa­

...:4. »w =-= !lln:5..;;a ~ 

~ ~ ~ a. ::: ""* .. s!.;d..-
!'1~ :1::. ~-~ '21..,..... ;:;.,;e to ~c!ala• ~ 
t,;,lid 1r ~ :::a =ar::w!:.ce f.» ~-~ I.~ :.....r-z• r to2t. 
~--,...,:c~cc:- !:a~ & b: p~ 
~ ~ ..a;aa:~ 3D: 2;f '!>a ~ ':D ~ 
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~ .rndal :nJ I e: • "'"C fom&tiOD of the 

- rmpca.UC. (WI'!.~ a\ the nqueat of 811 oftid.al 

of tbe ~ of C 'aat1"""' by the local. JSSOCLU'ED 

PASSS rm- S ,.._.'t, .... :f'um1.abed tbe !!!oM•ey with the 

• 1 • tn=-Jatim of the .Art!.cl.N of I:ooo11>0ration) 

••<'- ' U. ~of an efficient trsnsportation 

SJ•taL 1lll ~ China1a c:red1ta abroad; montiona 

t.be ~ :;oar.. ~ 111 the .&::..rican advisera 1D 

~,.,-c tbe ~en; 4i.ac:tlSSe8 proposed cethoda 

o! c~ e:ad senic:iDg trucks deei.gned to 1Dcreaae 

e!nd J, C>O! ....rca tn the possible purcbaae of road 

=ac>-;=_,-~ ~~ ~. Should it appear 

U:;G e.r. :i.a .,ey "'te prospect of purcb.aae of road 

=ac'1-«'7 ~ tbe ~of Ca=m1cationa1 the &!baaey 

.uJ. =Ca..~ to i.::otor.:o the Depart;ent. 

~)'OUl'IJ. 

For the .l.al:up.adcr l 

i1ILI:!S R. PECK 

:&:el w: 

1/ ~em of Mtic:l.ea of 
~CixiDe~ 

part~ 

21 Cit'~ o! Central. u- releaae, 
Jlece::ber lS, l9)9 • 

Crl i)- &l to ~ 111 ai.r m.aU 
!'0:= cco.;'li• tn ~ b7 pouch 

O:N to a • c. M,p1nc 
Cloil7 ... ()rns>ol ... o..eral., Shangba1 

~ to Qrrsrln., Y"amllllltll 
~toerri''lh, ~ 

Caw to~ 5ma1 

800 
~:<:a. 

Ooli.::4; to pnsa of routine, ~OD of thU 

i .... bu ... ~~ 

... «:) 6, ]940. 
2 
2 
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mclo.."'Cil"e Ko. 1 
'<> llu;latc:ll !:o. IP1 
Dt.tld .:lecc=ber 18, 1'))9 

awu. 'i'l!.lliSPOIIr OQiii'OliUIQII 
ARTICD!S OF I!iiXl!iPOil.l.liOI 

(Amonded and paBsod by tbt I,Ust u et1:Jc 
ot tho Executive YWID, ~e::abor 28, 19)9) 

1. '!he Cll1na Transport Corporation shall be a apec:i&l. 
c:llancr CCQpaQT to be ol1:""ised by ~d..al aet.ion of 
the Executin Yuan upon a;r,>l.icatioo or tbe l:iDistr)' of 
c-.w.icationa end 111. th the appr<mal or tbt !:ational. 
Govoncent. 

2. The functions of tbt Co:t110ration Wll be: 

a . To operate .!re:icbt, pe.s::encer 8Dd -s 
service Yia higiDI;Q', ra1lrood, w:at.er or air. 

b. To tlllUJUfaeture or a.sacable all nee.Slllll7 
equipnent pert.a.ining to tran.oportat.ion sernea. 

c . To J:>.am.lfaeture or BS8<nbl.e, store and <Wiburse 
neeessnry materials ancl su;>;>ll~. 

d. To own, lea..e or hint l&Dd &Dti/or 'hn1 ld1 "<ll' and 
appurtenances thereto l)elonpnl• 

•· To trans;x>rt po$t.:ll. :oatt.ra. 

t. To construct 3nd. operate ccatort ID!. reat 
stations !or the oo~Nea1ene. of tbt trneJ.J.in& 
pebllc and operating per.oome' , · 

&• To invest and hold 1.n it.: na:>e aeeuri tiea of 
other e<c_nanl.es ~ 1.n trm.s;oortatioo. 

h. To undertake other enterprlaea Cld aet.intiea 
perts< ni ng to the ooDC>let of tranaporte tioo 
seniee. 

) , '!be eha.rter of" the Corjleration shall be ror a period 
o.r ;30 years subject to ren.....U. b)" oppronl of tbe ~ 
U Te Yuan and the ilat.io=l Oo-..m:aent 110)00 tha appll.,_ 
Uon o.r t.r.e 1!1ni.stcy of C<crnvrt eationa. 

1?0 --

Regraded Uclassified



-2 -

4- tbt tota1 ..u.or1.Mcl Cllillt.al fl6 .... Qwpw­
el>all be sso.ooo.ooo ·0r1- .. Xaw.-.1 a. . ., ...,...., 
lAW S, OOO - ~ $10,000 ...... bUt .t *ida t.. to 
be -c::ribed ~the~~~ .-1-
bc.laloe wq be liOlbacribed b7 ou.r CM r o.o• 1o 
or _...,_al. :lMtitlltloaa. n.. ..S.<! CIO'Lta1 ...._ 
el>all be nbec:r1llecl aDil pei.d ror 1A c::a1a or ~:oalct 
~-
S· tbo ahara ~ tlle ODrporaticm -c:ribec! b7 .,. ...... _ 
r;oo onamrt. 1nati tuti.cma el>all oot be a-teno!>l.e u.laa 
'ld.t.h t.hoo special pemi.saion ~ t.hoo Xati.ao:al. Goa L 

6. tbt CGrpor:>ti.ca 'ld.tb the appzooal. ~ U. ............,..,. 
IUD aDil the liat.i.cmul. Oave....,..,.t Cll;f CS>:ltract !"orcioa 
looD.I. 

1. n.. Corporat.i.OD sl>all ban a liOard ~ ~.._ 
CI"''OP"eod ~ trca ........... to el.enD <lirecto..-a; ~ ~= 
three to :fi.... .nr.et.ors shall be .act.d ~ u. ::1:d.st>:7 
or l)rnm1catiana; the rrnm"' ~ _,.- ... ~ 
~. !he U.-na&:Snt lll.rec".cr o! U. ~ 
s!Jall. be t.he ax-ofii.cio £tn"!>er ~ U. !!D&r.:.. 

s. tbo Board or ll!.rectora el>all haTe tb'M ..m.tars, 
~ 'llb1c:h cmo shall be c:lrctecl b7 the ~ o! Qa.. 
""""-cations, anc! Ute :r*'aimn, ll'<D -a t.hoo o~ 
oharebol4ors. 

9 . '!he Board or ll!.rectora aball ~ _,.. ~ 
a a..1r.oan and, ...,.., nec:eaa17 an &:aood1'ft O:ooood~.­
~ed or trca two> to three -··· .. 

10. tbt Corporatioa aball haTe a ......, ec ~ &:3d 
,.,., De<:easu.J' an J.sa:l,$tmt .,.,,.,"' lll.rec".= tn be 
ll;lPCilAted 1>7 the l!DM<i or lll.rec:tora. 

U. !be Corporation $ball be ~ at ~ ~ 
~ "'""=""' catiw..s .,.s tbe lalx1.stz"7 or r • c ~ 

1.2.. '!he l:IJ'-U. and. rej;!.l].ati. .... or u. a:u.,....._ti.ca st.&U 
be paaaed b7 the Soard or llirectoro ~ 'CO ~ &?­
prooral. or the 1:iJI1Jftr7 or r..r..~ ca~. 

]3. tbt preaelt arti.c:l.a o! boo~ ll!:iall. ~ 
&t.Cect.l.YB traa tbe da;r or tbair pra::zlpt1.oc.. 

(true OOPTJ HBL) 

(~• mr) 

::21 
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(COP I) Q>cloaure .... 2 1 22 
to I'es;>&t.da );o. IP1 -
.. ted Deoeber 1.8, ~939 

OluncJdng, Dec. 16 (Cen:tral.) : Ollt ol wart.1me C!x1n& 

h4a ""'erged a CCll:lprehenai:re plan 11boreb7 e:dat.in& »ana 

ot ~cation in J.si&' a l.arl;eat n&tiaD >16;1 be co­

ord!.Jlated aod C....OlDped. n.. Odnese ~t Cor;>ora­

tion, whose articles ol 1noo!7Qr&tion were &PJilo t ed by 

the 44lat meeting ot the !::xecuti"" lum, hu coce into 

being. 

Chinn o.t 1flll" f'acea the need ol :u1J,t.a1 n1 ns and ..... 

cehrating the pace of' her e:r;;>orta, t.boreby strengthening 

har cred1 ta abroad which in tDnl 1lill _,.... a 80illl<1 

f'inanc!.al. atruc:t=e a-t b.z>e. &t tbe .toc.ation ol t.he 

new corporation ia net to be re~ u ~ a 'lllll'­

ti::le, temporary clnel.opcent. It 1.s a bu:ic ;>I'Oject that 

in time 11'17 be e:q>ected to place Ql1na • s tno.aport.etion 

and COlll!l11lllication S)'St.ec3 011 a par witb t:-• ot tho 

IIOSt advallaod countries ol the 100rld. 

Frca the CM.nese 'f'1n;>oint, tote ll::ited St.&tes 

oti'ords the best ~· ot ~ aerrice. Acco!'d­

~~ much of the setap of tba Ql1na ~t Cor-­

poration o-..es ita inceptiao to the ..trice c1TC by the 

three American trans:;>ort.atinn ~_.. now in Qz1na at 

the invitation of the llaticn.al. Gonra::ent. l!r. U. E. 

Shuhan, vic<>-;>rea1.dent ol the tee•HnJhdPt 14nes, 

Inc. of Qd.ca;;o, u bead ol the Ti.sit.1..n& 61'01Q1 hu 

bi'Ou&ht to t.ho l.Dcal. a1.b>atioc broad 1.ns191t and ~enst!o" 

oxperienco. 

Plm\8 for tl:e mnr corporaticn inc::...oe !'oll utUisa­

tion of tbe hi~ ot nee Qd:.a. Operaticna herot<>­

f'ore b&ro been l.1ll1. ted to dlli)'li.;ht hours or the nl<e!ul 

bours ot clriTen operat;iq ~ = l.aQg triPe 

co!UIICin( u tmch a.s ten ~ !be dri:ro-relq plan 

will be inaugurated, 'llberebiJ • clrirer'a ccope or opo;ra­

tion w1ll be confi.oed. to relAti~ abort operating 

d1Tia1.0illl. 'lbe cara;o aod tnd< will "' thi'Oqb. to 
cleotiDation with succoectlnc clriTU"S. 

~tion ot th1a plan >.i.ll hab e the tiM now 

required for the - tr1,pa. 
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1!er&U of the major exiat.ina c1'r1l. OoTom:ont 1.23 
trenaport agencies 1l1ll eean 0011o:enccent ot extenaive 
.ctUipoent rehab1lltation. 'l'nlcka now la1d ~ naiting 
repairs and spare parts 1l1ll be place4 in active aer-
rtce. Centralized control of .pe.re parts 1l1ll penoit 
1001"0 econotd.cal US"£8• 

'1\le n.,. corporation will f ollov the tunctionsl 
divieion or authority plan in contrut to the present 
plan ot centering all tunctions in t. (ll.von territory. 
This ''lill pci'IIIit ot detini.te allocation of nuthority and 
reoporu~ibllity to the person 1.10st ctualitied. 

'lbe China Tr-ansport Cor;orntion will take its 
place soonc the largest enterprtaca in QU.na, having 
Ul initial capitali.zation o£,, 000, 000 r.:>tional 
dollaro . 

An offlc:ial. of tl:e !:i.ni.otry ot Occ::!mications hils 
iJ.vcn the additional. 1ni'o:n:z4tion that road uchinery 
tor hl.£111ra¥ 1:181ntenance, particulnrl.y in apareel.y 
aetUed <ihtricts 'l:hare l.abor ia scarce, and in rej;l.ons 
co!l.llt&ltl.y exposed to aerial attack by the ena:x:y is 
o.lao proposed. Fl1ll. utilization or a echall1cal road 
aida, it i e hoped, 1l1ll afford ape* caapletion of 
out-ort roads, 11111teriall.y lessening distc.ncea between 
illlportant cities. lbose lllore caretull.y cniJ.ncered 
out-ott hiGh""¥• nill lesson pt•esent road danuii• to 
e(lUi)X\ent and speed up operationu. 

The official has pointed out that wit h the in­
creased movement of expo>·t &<>ods resulting 1'l"Qll these 
~ pboaeo- of hi(;lniey transport ioprov01:.ent, the COI'­
poration 1l1ll be !;in to t.uj;lilmt its hic)nra,y .,rogr,.. 
by making use ot rai.lro<lds, watenrll,}'ll and ~. 

In .....-tJ..-.a, partiC11lulJ", llexibllity or operations 
is of parc:oount inportance. 'lbia, tbe QU.na ?rasaport 
parpor ation 1l1ll bring to the nation's transportation 
eywt.<a. In addition., Gin,.Dllt1cnt1on and ooo.rci!.Jlation 
ot routes and operations, efticieney in lo&NliCent and 
i.lllproved persounel m.u be provided. 

The present tillle is consic!e1·ed an excellent one tor 
tho formation of a unitied transportation corporation. 
Normal operations will be maintained; nO'II' once 11~ be 
besun, ao that wdlen the final peace i a Gained, the haaia 
!or quick, yet sound, expanaion ot all modom systems of 
-.nunicationa in QU.na 'ld.ll haY& bean eatahl1Shed. ' 

('l'nle oopys H. E. limlg) 

(~· 1'SII' ) 
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B.K..Jr: 

Bell: 

B.M.Jr: 

llell: 

n o,al 

B. K..Jr: 

e 

124 
a: riJWICI or DUIOI! Dn P•r 18. '-'"• ,.oo .... 

Jlr. ft...n · 
Jlr ...... 
Jlr. Illite . 
Jlr. Ylael'· 
Jlr. Beln.er· 
Jlr. Bell· 
lire. no'• 

h1'1urh1.D dropped 1.D late lae' 1114111' Ul4 
_,..,_ ~ ~ wilT I _,, Ulere. .. 

dropped 1.D and len a oopJ' • a roap ann 
or 11ba' '~ 144. IIDil I _,, eaUane4 wUil 

U eo I wrote a rMran. 'llllloll u belDC 'JPed 
DOw. I 4oa'' ~ U le 'hell' falt. 

1 .U OUI' lWiolleoD OODreNDoe OD Deoeaber l2tll 

1011 requee'e4 a -'-'-' ~ .... , II1Cb' 
be 4oae •o -.ke tuD4tl aTallalale ~ r"-e 

a 4enou oYer 'be aeart al.Cb'- -~ of ae 

-• ae .-.6oo.ooo.ooo vl~ 1.Doreae1DC ~ 
publlo 4eb,. 1 

Be l14D'' a&J' four b1ll1oa a1L 

Jlo. 70" ..a. •• ._,_, ~ ~ grvap 'ba' 4aJ' 

IIDil X1n OllawsoeJ' wrote u. 

D14 I ..,. four b11.11oa elzt 

ree 

!14' h ~ nsure ~' ,._ ba4 _..,_. 

1 Yoa 1D41ode4 'ba' J'OU aiCb' - ... , 'o e!law 

1.D 'be fol'tllooii1QS ~' a ..U.er JNbllo 4-"' 

a• 'll• ea4 of 'Ill• p .rto4 .-.. - ezlah. 1.D 

'tlbioh oaee U ~4. of - .. ,L be D-aaai'J' w 
ob'-l.D fall4e 1n ezoH8 of~ .-..6oo.ooo.ooo • 
-· 0~1' .-.. 4U'eo' 'IloilO d. 01' bllaUOL 

ao.e obrtoae oo'lll'ee of aouoa opea w u le tile 

poeelbUUJ' Of 4eoi'IU'• U4 -7 '• "e1 e 

1.D 'be '-ral Pul4. 1 DOW ePba'e Ulat tile 

wft..lllls be1 enoa • J_, 1, 1,..., td.ll e S 

~ aboat t1. 750.ooo.ooo. It ld&M '110 poeel~ 

~ l'edaoe Ut.1a ,., .... • t.5oo.ooo.ooo 1a 'tlbiGb 

.... abod 11.150.000.000 -u lie ....... , ... ,. 
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H.M.Jr: 

Bell : 

B. K.Jr: 

Bell : 
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for current a:peDdlture. It llhoul.d be recoga.1~. 

bowenr. that nch a recluoU on woul.d oonaUtute 

a ~ ot \he poUc7 'llhloh th1e M•' nt etret:10A 
ha.e h1 therto aa1Dta1Jie4. 

1 !he ~eu.l'T baa carried, ae a matter of pollo7. 

a eubel:anUal wo:t.lng balance and U baa alao 

refra1Ded troD utlllung to the 1'l1ll the ahort­

ters borrov1.ng poaelbll1Uee aYallable l:hrougb 

~reaeu.1'7 b llla. ~. ha.e aaeured the 1- edi.al:e 

aYa1labU1 t7 of 11Uff1c1ant tuDda to aeel: wbateYer 

e•rgen07 algbt arlee. 'fha 'freasur,. baa thwl baeD 

1D a poe11:1on l:o relleYe the mone7 aarket of aajor 

flnanc l!lg operatlona durl!lg cr1t1cal eltuaU one, 

11\lch ••• fer lnatance, the one 'llhlch occurred lae10 

Sept-ber. I beUne l:bat there are denn110e 

adYanl:agea 1D 10hla pollc7, net onl7 11110h reepect 

to t he OoYerDDent s ecur11:7 llllrket , but alao because 

of the record Yoluae of deaa.nd obl1gat1ona nov 

outatandl.DC - 1 

!here 1e an adYanl:age 1n carr)"lng th1e large 

balance, because 70U ~ be called upon t o 
aeet t hese de:lalld obllgatlone. 

• such ae United Stat ee SaY1nge Bonde, Postal 

Sartngs deposita, Una.pl07!=l&nt 'l'ruat Fund, and 

oo.sttaente o f the saJlT c redit agenclee of \he 

~ erruumt. 

1 !he proceed• or the eale of obllgatl ona of oredlt 

agenclee of the 0oYerruuiD10 cone tltute another 

poeelble ecurce of tunde. During t he calendar 
)"ear 1.939 ,. baYe eold guaranteed aecur1t1ea 1n 

the a110unt of abcu10 $800,000,000, the proceecla 

of which baYe bean uaed l.argel7 to repa7 adYancee 

prn1ouel7 a ade b7 the 'freaeur,.. !'hue the .-at 

to be obtalned troa rep&T~~ent of a dYanc .. baa 

nov been reduced to ~pronaatel7 tJ,oo,ooo,OOO. 1 

You •an t he7 etlll 

S10lll on ue aroQDd a bwldred a1l.l.1on cloll.ara. 

Ie tbat aoetl.)" 'f.T • .A..t 
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H.W.Jr: 

Bell: 

H. M.Jr: 

Bell: 

H. J'..Jr: 

B.X..Tr: 
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"'lhe credit ~o1ee or tbe OoYera.ent. which 

alrea4)' baY& Oil 4epoeU 111 tba ~ -fti.ag 

'-lanoee to tba &rt-t or appro%1aat~ llloo.ooo.ooo 
aigM oonoe1Yilbl.7 uee tbe1r bo1'1'01f1.Dg powere to 

obtain edd1t1onal. t'aDde ~ tba -.Met. 111 exceee 

ot their own aotua1 neecle. • 

Vbat 1e that agenoJ1 

! boee that are oheck1.ng aoOOUAte. 

01'beee tuDde coul.d tbeD be depoe1ted in the ! re&eur'J' 

where the7 woul4 be aYU1abl.e t o ••t OUI'rent 

OoYernaent elq)&IUU.turee. • 

.Tuet bow 4oee that .,rk1 

It the a.r.o. eol.4 ts.Ye bw14red a1ll1one ot ita 

obl.1gat10DII. tba7 coul4 depoeit that t1Ye lmDdred 

a1l.l.1on 1D !reaftl'7 and 1t would beoo• pert ot 
our worlt11lc bUance bat U ~d be 1D exoue 

ot Ue neect.. eo we would be ue1Dg a.r.o. t'cul4a 

tor tina.noe purpoeee. 

0 RoweTer. ac!.o9t1on ot noh a ootll'ee mpt eubJeot 

the A4a1D1etrat1on t o ehal'p oi'1Uo1e• on the ground 

tbat 1t conet1tnted an eYaa1on ot the congreee1onal. 

intent with reepeot both to tbe a oUrtUee or tbaee 

ageno1ee and to tbe lla1tat1on on the publlo 4ebt. 

"!he aaount UDder the t1ret two 1t-• 100ul.d prortde 

l.e .. than t1..11oo.ooo.ooo. which 1e tar ehort ot 

the t4,6oo.ooo.ooo. 'fo obta1n th1e - 1t woul.d. 

therefore. be neoeee&r'J' to &JIPl.oy ad41t1onal. 

• aeuree which oonn1ct with preY1oue ooallit-te 

to Congreee and iDYOl.Ye b&e1o queeUone ot OUI'I'&D07 

aDd 1110netal')' pol.1cy. Keaeuru Wloh are l.epll.y 

po .. tbl.e 1Dol'll4e - • I Juet -.nt t o ee:r th1e. 

oerta1nl.y. 11o tar ae there 1e DO poUD"'ng -

I th1Dlt tba way u 1e pat here. t he Pree1dent 

woul.d ea7 • •wen. I w1l.l take both ot tho a e. • 

I haYBn't 41e-ued th1e with &111b047· It he 

-.nte to 4o u. 1t 1e "bare. I •&T that u 1e 

pattA« 1t 111 a Ttr7 ta1r W7• Oel'ta1Dl.7 be 

can't obJect to that eo tar. do 7011 think eo1 

I th1Dlt eo. 

I aa 111>1DS to ban to go through th1e wbole 

bae1Jie •• agalJI. 7011 ~mow. 
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White: 

Bell : 

Vhlte: 

a.x..Jr: 

a.x • .Jr: 

• 

: 27 
- ~-

I don1 ti eee how th1e wolll.d be IUl7 other aUemau-. 
I pr .. eahd ~ Ylen - there were a soo4 11&117 
OOGoe .. lone. I doa 1t thlDk U I bad beea tiwre 
I would ban won tihea aroaad to ~ poelUon. 
I oaa oD17 preeeat lllAe aa4 tiwlre all4 let; ,_ 
obooee. I thlDk tbati the eooaoaloe 1o 'hie u 
weak. I thlDk that the polltloe 1e bed all4 tibe 
taotloe are bad. 

1Je baYe lpored the pollUoe. 

I •eaa the polltloe of thh etateiMDt. It le 
lapolltlo, and therefore I oolll.d onl7 Wl'lte 
aaother one whloh 7011 wolll.d be 1o a poeltlon to 
deolde ••1'7 qulok17 whloh 7011 prefer. 

Yel.l, I wil l so on. 

It 18 being t7Ped nov. I Jllet need another half 
hoar • • 

•uee ot 8tabUhatlon l'wld Gold. Ye han the 
anthor1t7 to tl'IUlefer to the !rea8111'7 the 
tl,IIOO,ooo,ooo ot gold nov held tor the aooount 
ot tbe 8tab111&at1on l'wld. If exel'Oleed thle 
wolll.d p roYlde tl,&>o,OOO,OOO tor the !rea8111'7 
wol"klJJg balaaoe to .. et proapeotlYe exp•dUUNe. 
It wolll.d, o.n the othel' hand, leaYe U. l'wld with 
on17 a book oNdlt eplnat 'lilloh U coul.4 dl'av 
at anr u... It the Olll'l'ent opal'atlone ot the 
l'laD4 ahollld raq1111'e -e than the praaent 
t200,000,000 wrklna .balaaoe, 1t would be neoeaaa1'7 
tor 1t to draw ega1net thla book oNdlt, aad tbe 
~rea8111'7 1o that aYent wlll.d baYe to t1D4 new 
-e7 to -t auoh vlth41'aval. 

"It vaa olearl7 not oonte8plated at tbe tiM wben 
tiw povera ln the Gold R .. ene .t.ot with respect to 
tiw 8tablll&atlon l'wl4 ware extended that lta 
pld ....... wolll.d be uaed to •eet oarr'ellt expen41-
~.. Ae lleoret&1'7 of the ~reUU'f, I baYe re­
pee.tedl7 adYleed the Oongre .. that fl,IIOO,OOO,OOO 
ot thla l'wld 1a etlll held 1n the to~ ot gold aa4 
that there h no 1ntenUon of 11elng that gold tor 
IUl7 purpoee other thaD to •eet 8tab111sat1on l'laD4 

Nqllll'••te. Onl7 .... the .. requ.11'e-h 110 

1011•1111' exhted, would 1t be appl"'pl'late to ellooate 
the aeeete tor tbe retll'-nt of the publlo debt, 
all4 nan then the proper tlalna ot th1e uae of 
tbe l'wld would inYOlTe tundauntal queetlone of 
-•t&1'7 and OU1'1'8ll07 pollo7. 1 
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H. X.Jr: 

Bell: 

R.ll.Jr: 

Bell: 

R.X.Jr: 

Bell: 

B.X.Jr: 
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Benane1A al'llled there •• a queeUoa o~ lepl.U:r 
1lll Ulat _. ParacraPh. Be d14a't olearl.7 e'-'­
~ lea:al queeU011 ~ oar eaUetaoUoD. Be 
-.1Jitailul ~t :rou lleTer atated before aa:r 
~""e that :rou would ~ b.rD 'Ilia MJUoa 

~ &Old 1A~ dollar ore41h u4 I doD 1 t Walt 
~t - ba•e Deoeaea1'1l:r ea1d ~t. We ba•e 11&14 
'hat ,._ would k"P ~t &Old ~. Chat h ..... t 
- ba?e ea1d, thd J'OU had DO 11lhDUOil Of 1lelAc 
1t tor other purpoeea tball ~· etab1llaaUoa tlm4. 

lltat I ban ea1d repeahdl.;r • oena1D17 U 1e ~ 
110e' 1Jl l&J' ll1ll4 OD '~lie ebbU1u.Uoll tulld, 1e 
'hat 'llllell ~ 1e DO or1ele that ., .. ,. ..W.ld be 
'llM4 ~ reUre the publ.lo debt an4 U llholll4 DO' 

be ueed tor ~41lll8· 

I~ :rou b.rD ~t gol.d 11lto a dollar ore41t a.D4 
~ Ula' gold, :rou aee ~ cre41t 'IIOIIl..d ~ -• 
~ eo tar ae :rour debt vae DODoerned. Y.ou 
oaal.d DOt uae :rour cred1t. 

!bere 1a 110 queeUOil 1ll l&J' ll1ll4 bow I fMl. aboat 
U, Ulat tbe uee ot the .ooe:r tor part of ~ 
det1oU-

ftlere 1e aoo~r area-at, llr. lleoretarJ", a.D4 
tat 1e Ulat U :rou ueed the h1111oa etpt to 
-t CUTeDt exp .. duuree :rou ha•e rec!aoe4 the 
pabl.lo debt. I 'll.lllk that 1e all r1pt a.D4 :roa 
ba'<re sot pleDt:r of l.lldtaUoll oa tbe debt, bat 
-.a :rou reaoh tort:r-t1•e h1ll10D dol.lare, 'llbioh 
1e tbe lildt Ooogre .. baa put oa U • a.D4 U.. 
reeon ~ th1a .. tbod I doa 1t thillk :rou oao ea:r 
:roa are reao1Dg debt b:r ua1Dg 1J10l4 dol.lare tor 
oaJ r•t ol"e4.1 t. 

I th1llk :rou ooul.d area• oa that. I eboul.d ~ 
llr. JlooaeTalt wuld waat ~ be able to ea:r no 
btU •ou elpt vaa aot uaed tor tbe purpoee ot 
-elnl.IIC tbe t1D&Dc1DC ot 'Ilia 4et1oU a.D4 
'hat tbere 1e - tbet u ~ the IIPPI'Oaoh to a 
bala110ed 'bu4pt, - oao ue U to J1&7 the peop)A 
~ the 1101l8J' va borrowed. 

All4 at the proper U••· 

Or 1Jl tbe ~· ot a sreat aaUoD&l -rse-:r. 
I - - :rou kllOv, there ldpt be a creat ad'-l 
~OJ' *lob Jllaht OD .. 'GP• Well, I o~ 
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Oaa~ODI 

Bell: 

H. X.Jr: 

Oaaton: 

nur: 

Bell : 

H.X.Jr: 

Bell: 

LX.Jr: 

::29 _,_ 
~-·'.,- tbe B1ll u tbe)' 1.aUodlloe4 
tecJelet'-- u tbe Preau.at _... e atec-t 
be - .U. to -• t:bla ., •• ,. eD4 the)' 1.at.­
a.o.4 tecJelet1oa to teb Ulat ~ De7 rr­
h!a, I __, .. ,t p oa t:he B1ll to atop U u4 

DObo47 r- tbe ~ 1.a a, poe1Uon -1114 
., 1Qt ~ to atop tbet laghleUon. I 
epprealate tile C.-peNd tone ot ell 1b.U. 
I feel ..,_.,. ..- deeper on Chla, .aoh deeper. 

evee e1l.Yar wtptorap tor hraeAOa of aUYar 
oertlnoatea.• 

D141l't ,._ eq &11)'1111ere 1.a here ~hlJlg about 
CZDeae re.-eat Are )'OU 1.D thia, Bert>ertt 

c::ll )'ea. 

llartlert - 1.a. 

D14 7011 -a 10 to 10, toot 

llo, I 41dll1 t -a u lollS u thq 414. 

..... tllere. 

It ... l'etll"ltt• after )'OU ).eft u4 w 414A°C 
ao .aoh oa u. 
•• lleft aaatbal'lt)' to 1eeue e1l.Yar oert1f1oetea 
1Qt to the -t&l'7 ftlua (tJ..29 u ouoe) of tile 
tree e1l.ftr - 1.D Cbe 'l'l'PU11l'7• It euro1ee4, 
Chle ~ lllo.reue tile e110aAC of fllll4e aY•tleb'• 
to_, .,, ·, "tal'ea b7 abo1at tJ.,soo,ooo.ooo • 
._ tile 8UYar Pllrcbeee Mt ... epproYe4, -
4eo14.e4 to 1e•e e1l.Yar oal't1t1oatea olll.7 1q1 to 
tile ooeC of tile e1l. Yel' • u4 to eet aa14e aD)' 

eet pt o~ 1.a a epeot el hilA, u4 DOt to treat 
1t u • ~ .,.~t reoe1pt. I beft 
etete4 pGUeJ.7 Ulat t:ble tllll4 -.14 eY&DtJaall)' 

'be ...a to reUI'e tile pabl1o debt. • 

lilnr, tbet I aon1 t ~'bel'. 

I baYe a q190taUoa n- a ... eaa ooat-e. 

L.c - I'WII u. 
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Bell: 

Ybite: 

R.X • .Trl 

White: 

't'laar: 

White: 

B.X.Jr: 

't'1ner: 
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"A8 J..a U. - fd etmJer 'lll.tJ.•te - ot tbe 
8'-bUluUoa Pu4 pld, tJM appropriate u.. 
tor the - at thle H~race to retU. tbe 
publ1o debt ~4 t"CIJ'D OD qaeet1.o.oa ot --tarT 
pol107·" 

It 700 414 UH e1.1Yer tor ue, U woul.d retlre 
tlM pabllo debt eo tbe tact that he 414 llaJI:e 
that etat-' •rel7 111pt •-· aa1de tl"'a 
tha l.aat e•taooa, he aieht DOt th1AJt thle _. 
tha approprlate u ... bat ha coal4 M7 that thle 
tuDd 1IOUl4 aYentuall.7 ba uaad to reUra the 
pabll.o debt, and I th1AJt 1t h a &004 u. to 
do eo. 

Vall, 1t 1.e a lltt1e olaaroer, baea.ua bare -
thara 1e a lltt1a _.,.. dol&bt alloat tbe otber. 
You ooul.d retl.N ao• ot tba pubU.o debt. 

Vall nov, 1at'• Jut ~P - I • not so1DS to 
ba part or paroel o.t aJI7t.h1.llg .tlj. ah ea7e tlM 
ret1r111g of tha pabU.o debt b7 11J18Dd1Dg -
ot th!.e non-11!tereet baari.Dg 80De7 aD4 1n thU 
¥a7 aYa4e tha hiiii.1Dc of 11441 Uo.aal 1ntereet 
baer1Dg .,De7 v!h1oh oo•e v1th111 tba -

Jlr. 8ecretar7, that 1e the onl7 ¥a7 1n *1oh 
JOU can retl.N the pabU.o debt. 

I thlAJt, Jlr. 8eore'-r7, 1t ,_ clet~ 7011 _.. 
ret1r1DS the pabl1.o debt 111b1le tha debt -.. da7 
to 4&7 et1ll grov1DS, tha publlo ~ th1Dk ,_ 
wre a tnokater aD4 a lltql.ook aDd tha7 woul.d be 

r1P'· 
!bat 1.e a ...-rate -tter. Pv.bU.o roeaot1oo ld.Pt 
ba 41ttarwat, blat the tllll facta -

Jo, I ~ •Urel7 wUh 't'lnar. I • not &D1DC 
to ba azq part or paroel. of u. I •-· I doll't 
M7 that 1t the Ma•otatraUoo ¥aDte to go llbM4-
that th1a 1e eo•th1DS that I • so1DS to ..,., 
"Vall, 1t fH' F abea4 -• I •u- •t • S01DC 
to radp. 

!bat 1e not the 1- at all. 
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B. )(.Jr: 

Stev~: 

B.l!.Jr: 

G-aaton: 

R.LJr: 

Oaaton: 

B. l!.Jr: 

Bell: 

B.l!.Jr : 

Vl.Der: 

Gaaton: 

B.K.Jr: 

-a-
Bu~ per110Dall7 I -DO~ a;p to tbe u- the 
Pree:ldetrt'e .Ud 1J1 opeL I • go~ to 
prenat tbe ttp.rea. -r- doa1 t ~ of 1011 
feel. that Ul1JI h a:ff1c1«Dt tl:at U be goea 
abead tMa Wa7 ~ I a!loald reap oa U..t, 
do rout 

I thil2k Ulat J011r poa:1Uozl h OD perteeU7 
IIOWld grouDd.. 

I feel. tbat \he tMng - I ee.n't ~ of a 
good e%&1111'1•, ~ I feel. .fu.e t Ute toaJ' 'f1Der 
feela about it. I ~ - tallr1Qg about 
po.Ut1ca, I don't l:DDw -7 u ... that wv.l.4 
be wrae to do 1~ -aDd 1t 1a ~•8&%'7• 

I - oot tuJ..l7 -ua:n.ed rtth thla ~ 
on allTer eertll1eat.ea. I -..1.4 prefer to 
l.eaTe Sl:.e ~Uoa of ~~t or th.e publl.c 
debt ant1re17 oat ot 'O!le •ttfl' of a11Te:r 
eert1f1eatea, be ., .. I ~ 1t 1JI JI'IU"e17 a 
.,neta:r7 queat1on aDd I wuldn't be eat1at1e4 
that 10\l wv.l.d ,_t to ,_ ~ eYer to retire 
the publlc deb~. 

ben U I aa14 t!:at, I c!oa1 t feel that toal'• 
On tbe Stabtl haUoo Pall! - I baTe got to 
p react thla. I reel tbt Te%'7 atroJ:IISl.7. 
On the quHUOJl ~ 'U1.IIg tha a11Ter eert1-
t1eatea 

I 100ulA let U:at rest oa .me~~· 

I 100ulA 1.U:e to do t!at. 

That 1a all rlg!rC. 

I wou.l.d l1b to do Ulat. 

Juat al~ta all anc:- 'debt • . 

~ ~ &&7• "!b1• t= - ot a11Ter eert1-
t1catee 1AT01Tee -~.,. :;>01107 161eh I 1l1.l.l 
d1aeuea latfl'. • 

' "<l --

~ I doa 1t - DOt on U. 4Rt tld..IIS• I woal4 
l.Ue to l•Te t:hat -'· We are bert.Dg a rebatW. 
th1e a.t't~ 
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Gaasuaz 

l!hl'e: 

n.r: 

'lbUe: 

LL.lr: 

_,_ 
·- u.""' .r u. T t. 'UIIC 
~ ,. e n ,, .. 1a u. ..,_,.. .r u. 8ol4 

~-~2 --
.,,, .. _ ftla h1 •· 1a-. _,or 
'' ,.~ ll.v.ooo.ooo. -u. ..,. '~•l"N4 
'-' t.lle -S1ac l!el l!da 1wn ' bel ·-
- Wupfta'-4 _. ..u.rt.u4 '-'lie 11Pe4 tor 
..,.-•ne ppce-, '7• ~- So 1adue'l7 
au u &f' u. r • nt1 e • e Peab aD4 pape!l' w 
She ftdUpp1 11 Ia a-u- wUh 'he rea.oUoil 
ta She_,.,... oc U. .-JA •oner. Ae ta She -
lit She-- .r u. .. M)t""- r-4 11014 aD4 She 
.u.~ edplorap, u. tnallter .r o.t. tao~' 
'= She -SUc ._, 1 ~ n1• a qaee,loa of 
-'ar7 ~q. !!1ft- s--1~ • ..,_.,.,r, 111 
_, l.arp .-1 Ue b Pw- alA MTP lUUe 
~ea1 1 s hnce OUiar lspll7 Poee1ble 
" • 1 ftwas 8Z'P otJinr • u,. po-J'P IGloh, 
U' Lie ,... .-14 _,. tlln4a ,,., ehle ta a44Uloa 
'-' t!D- sW 811oxe; • '7• ~r 4.-
xa:t-a"- of U. p]A 4;ller, 'Ublell w.lA prox14e 
eJJoa& IJ,100,000,000. U' lt wrs n' ell ta wi&tl' 
SoU. ftlll ~ ll.ed'; eqae1 Qq].-UOD Of 
She al1TV' 4;llpr, wJd.all. -u, prox14e &boa' 
SJ.JOO,OOO,OOO; ...... -- fd n ft CftlrreJl07, 
tareble, lKzuuer, oa1z 'IIIIFLa' oerSal.a 1apor'•' 
resh't~. *1-ell .-14 prox14e S3.ooo.ooo,ooo.• 

..aut 

Yo. - u Ia -- .... ~ 9$. 
Uta,.-11&.. 

!!Ia' -u'.ad M abed a ~ -

-x.-sat 
tor U. r1 1 

- 1a IF1aiL 

-tllnre 8Z'P '- ' s e a .....,_ of 'hill wbole 
)D'Dlt1..- .- *~.a I ' ,. Ub So -.ke far'her ...... , 

1.. !!1ft t '* ' ... ~ upeoS, aD4 

Regraded Uclassified



- 10 -

•we are taced with a .ubetantial deticit tor 
the t1ecal :rear ending June 30, 1941, ae well 
ae tor the currant thcal ;rear. Por the pad 
ten rear• the ~ernment hae t1nanced ita det1cih 
b7 eelling public debt obligatione baaed on the 
publio 6Pe41t. 'fhe tact Ulat tbl 'l'reaeurr hae 
been able to eell theee obligations 1n the 

· aggregate a110unt ot approx1utelr 125,000,000,000 
during this period, and at the same t~ to reduce 
the aYerage rate on the int ere at-bearing debt troa 
3.57~ to 2.59~ indicatee to ae that recouree to 
borrowlng 1n the aarltet in the norul V87 1e at111 
open to ue without undue atra1n on the aoner aarket 
or unreaeonable 1ntereet coats to the 'l'reaeurr. I 
belieYe that 1t we depart troa th1e eatabl1ehe4 
practice tor aeeting budget deticite we run the 
riek ot 111pa1r1ng contidence 1n the tinancial 
operations ot the OoYern.ent. • 

Incidentallr, Currr eent ae OYer a Yerr intereeting 
memorandum. 'fhe increase ot public debt 1e 
eighteen billion. 'l'hat 1e the exact aaount that 
we haYe contributed to State and Local OoYernaente 
through reliet , and V. P. A. I think that 1e a 
pertect17 legitimate thing tor the President to 
•&T• 'l'he State and lfunicip&l. debt liaJ.t ha• 
et&Ted still and oure baa increaeed the exact 
amount ot the contribut1one we haYe made to tbl 
State and Local OoYernaente. It 1e a truthtul 
etatuent. 

•rroa the beginning ot thh OoYeruaent Ooqreee 
ha• kept a eubetantial seaeure ot control m-er 
public debt ieeuee. During t he WOrld War it wae 
neoeeearr tor the 'l'reaeurr to go to Oongreee each 
tiae it wae required to iuue additional Libertr 
Bonde. It hae aleo bean neceeearr tor ue to F 
to Oongreu on aeTeral occaeione e1nce 1933 to 
get additional author1t7 in connection with tbt 
management ot our public debt. In Yiew ot the 
past record I bel1eYe that we should tolleY the 
procedure ot aek1ng tor an inoreaee 1n the debt 
limit. .· 

' low ae to the .onetarr and t1nancial aepecte. 
'l'he uee ot the Stab1li&at1on Fund gold, ~ 
eilYer eeignioraga, the gold lncreaant balance, 
and the reduction ot that part ot the 'l'reaaurr 
worlt.1ng balance not kept 1n co-ro1al banlt8 , 
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~L.l:r: 

- liZ -

al..a.c ~- !Be_.,) =· u. 
ezoe41C .,_,. l:ha • I •• ~ 

baa •"-- - .,!!: la _.... To 'be 
~. U!&a - 'e 1pe e dBg 1.t 
thzuuctt - tiiC .n__. ~oaHa ... ~ 
eo n·-- u. !Ia a..~ ,. ~. "hll, 
u ,_ ar. ax!.!IC - - 1:l:d.e. ~ = .. ,.,.. 
haY& pT To pm~p ::lie l' ' al. :&eM!r're um t:uL. • 

I C:1.a.k - "''iP='" - ~ a de:nm. te pl.- 1A 
ll1a4. 

n.c '""'_.. dlln :=-~ obJeet u de1'1111~ 
1A b:U ~. d:a: !Ia ~- - To n!!eart ~ 
poNZW ,.., £:re:::: =:. l"l •• n~-

Ve a... up alL CIIIC'; • To eNeet U. ~ 
ll1b!at1- m m.: ~ amn~l. u ~ 1A 
b1a he ..... 

I U11.11k U u -'* ,....,_ tma ~T, & ~ 
llke U.T, !loa ;;m :m!lil:iL- 1-a ~ c1~Ja:r, Sa 
:!:Ia.& p:r1.Gr :0 ~ iiPIM - %"8«1J"d U be1JiC 0 X : I I • 

To ~ ~ a/! ~ ~c~a - t!:a OPCMllida 
ThaT tt.e *I •••· , ewza=- al.rae47 -:re U.. 
Tbey ~ • =, ~ tbe poweJ a U»7 ba'IF"e -.! 
C!llat T2 s::tJsar ~ •• U e44ed, -a 
1At-•1f'T ~~-a lla :!:Ia.& ~d UI&C 
~ ;ro:::: ce gr="rzg-~ a1l'IF"er ~-• 
.... ~ ~- ,_ ...-. • "bl!: lJa alao bell~·· 
U.t be .t:<Wt':f ~ -- po ... To .up 1:1? ~ 
«Tr4U _ e o- •:II' • , - 'tbe m:re &Q14 
,..., 'Iii 1A ~ ~ ~ 't' pwr ao I tl:Wik T!I&C 
Jll:aC C. S W:;a:!]' _....,. 1l1ll be qa.1Te 1a ore.e:-
bftoa.. 

)IF ~ <%C =e ~e 1A ltlaT T!aT w:1ll 'be 

• .... ga:1a 01=' -

~ ba • ~..-~ ~ ll1.a aeea raw•••· 
.. ~ To - S'b'l --
Jiall.l w.1t a ,..=ec. n ~ ,., llaal" ..._,. Jlall. 6Q'6. 
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5d].: 

lt.lLZr: 

Bell: 

lt.lLZr: 

ll!aUe: 

- l.)­

I tldalt • t ' ....._ b rip&. 

.. , ba-d 

~ JJd .u or Ud.e ,- tbat; u. ~ 11u 
111111' l.a&o tile *' ... -~· aDCl Ulell tbat .... 
u- ., -.. u.' c s ... bu pt to ao --
~ e!laod lt 811111. Uat; .... t.bat Ua Olll7 
~-&lid UleiF - l.aYeet 1.a ~ la 1.a 
Ule h4era1 Ita-. BDarl1 aDCl I» bu ~let. 
ooah'Dl. ·-- U.. 'tllbDl.e &ltu.Uoa. e.& tile 
~ ..& o~ u.. p1etuoe, 1.a oUMr -roaa. 
•Iat-st nr'-e _.. et u. l.owen leYel.e 1.a u.. 
blato17 o~ Ua1a -1'7· ~ YOl.- ot 1.DUY141aal. 
44ipod.ta, 0~ WI I "q 1.a aUocnal.aU.Oll, aDCl ot 
- .. "' 1 •• ot bulka ere all. at or 
ol.oee to r1 4 l.aYel.a. It la o1ear, 1lul~ore. 
~' - or the -'-1'7 oolld1 UOlle tbat ~ 
1"a'a1eel - ~te -.1.oa to l.DoreaH ~ 
~- Uw &t' mree nob u pr.Yt.oue17 4l.II-
CIQ&ae4 1.a pz t at Ule -=t. o.&r pre-t 
-t.r)' poc1Uoa ~ ..Ue the etteot1.Ye 
-ua fll or'84U ~ ..n1.CI1.nU:r 4.ltt1.aul.t. 
AdiUU.- to ._..., .. reeel'Yee b)' each ~reaear:r 
opa~t~ 1dll. .u to tl:le 41.tt1.aul.t;r • 

.... , "'a •pe 1.a ...Ut1.0ll8 II&)' OOft%' w1th1.a 11» 

..XC -'l;tr! I •• -u.. - Oll8 -.ow.. It 1.a 1.Jiportailt, 
u.rehre, to retei.a tr 1 ·o• ot acU011 1.a U. 
-tal'7 t1.alL a-t.taeat - to •-'• Ule 
~- rated alloYe ~ ree~ot 
-.Jl h I ' fll -Uoa aDCl a1&tat l"'tnlt: 1.D -­
~te-eq nee.• 

I doll't :ua •mp& re.al.t 1.D .atol'hDate ooa-
Ul"'E • • claa1t ~ 1ibat the)' ere, 

I ~ :ua 1D - ,_ '1'7 to be aol"'t epeo1.t1.o 
.... ada. 

I -111A e1.U..r _, 1D be aore apeo~o or l. .. .,. 
U.t; -'· 

ftlat; 1.a - .,. .... , ,_ 111.11 t1.JI4 u "•1'7 
aun..l.t-

I th1.K ,_ an rtpS, .. oaatat 1D be aore 
••Mn.a. 
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Stewart: 

Bell: 

B.X..1r: 

Gaston: 

B.:M. J r: 

Bell: 

B. L.1r: 

tither that or lea·u tboaa t1Ya .ol'da ovt. 

!'bat 1e a11 naht nth •· 

I th111k .. had 1t 1Jl ODe llran. 

It voul4 fall 1Jl llDe td.th ~ Pree14ent' a 

oonetant pol.lo:r that be .SO.en't ant h1e 

hancla tied. 

0 Co.altaant - to axacru~e the .,natar:r 

•aeurea eDWieratell abo<ra .ould reetr1ot 

euch treedoa of aoUon an4 a18bt reeult 1n 

unfortunate ooneequ.enoae. 0 

It :rou want to go 1Jlto tha unfortunate th1Jlae, 
:rou 11111 have to write a couple papa. 

Yea, that 1e .. ak. 

0 1D the l1ght of theee conelderaUona I 

recommend :rou propose ln :rour budget aeeeap 

that the deflcU be t1Dance4 b;r the eale of 

publ1c debt cbl1gat1cme, and that for th1a 

purpose :rcu aak Coagreaa to ra1aa tha l1a1-

tat1on on outatan41Ba publlo debt obl1gat1one 

tro11 145,ooo,ooo,ooo to 150,ooo,ooo,ooo. • 

You don't want to aa:r. 0 1D the Ugbt of theea 

oona1derat1one, 1Jla-oh ae under tbe law - • 

Ve ha4 tbat 1n there an4 bad to taka U out. 

I want to aa:r th1el I th1Jlk 1t h an extreMl;r 

teiiPered docuaent. I td.ll g1Ye Vhlta a chance 

th1a afternoon to prepare h1a, but I aa aolDC 

to aak :rou genU- to get topther v1tb Vblte 

dur1na the da;r an4 - .t~ether :rou can ret1ne 

b1a down or ha rou. I ba<re fltteen or t v ent:r 

a1Jlutee and I cSon't - wilT Vhlte oan't tell 

ue nov vh.st be hae 1Jl a1ad and I can tell b1a 

bow •oh a;rapath:r I ban tor vbat be haa 1Jl 

a1Jld. I J'llat want to aa:r ODe thlnC• Yov don't 

vaDt to polS out to the Preeldant t .bat, •It 

h a:r bonaat bel1af that lf :roa uaa the procac!D:N, 

tell Ooacraee that :roa are golna to t1nanoe :roar 
def1o1t b:r ua1na four b1ll1on dollara of th1a 

k1a4 of .,na:r, 0 that I th1llk be I"'IDa a poava r1ak 

of Oongre .. 1-adlatal:r taklJIS tbat •t~~o•U:r -:r 
troa b1a. 
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Tiller: 

B.X.Jr: 

!\ell: 

Viller: 

B.K.Jr: 

Bell: 

c 
lihUe: 

B.IL.Tr: 
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You algbt w.nt to 
daD't thlak 1t 1e 
thel!l about that. 
1etter. 

~. 1etter. I 
e:q,erte to lldY1ee 
U.., 1t 1e :rour 

t1p to thle pol.at, tob1e 1etter coa14 so to the 
Preudent aad I wu1d be p~ec~ wlll.l.ng to haYe 
rq uae oa 1t. U I pat that other tob1ag 1.a -

•• had that 1.a the fi.ret 4rat't. 

You alght tell hl.a tbat pereoll&ll7, u :rou 
be11eYe u. 
I haYe dec1ded the thl.ag to do 1& to band the 
1etter to h1a pereoa•117. 

You algbt want t o cUa=-• t !:.a pollUcal. e1de 
ot 1t, but not put 1t 1.a a 1atte.r. 

I thlak the th1a.g to do 1e to vaU: 1t oYer. 
~ 0J117 troub1e v1.th wl)ttag 1t OYer 1s tbat 
'llben I vaU: 1t oYer be al.-a7e heDde tbe 1ettera 
haolt to ... It doe1111 1t beoo• a pe.rt ot hla 
tue. It I aead 1t oYer, be lteepe u. 

Jlov • Jlarr7t 

Veil, I te1t atoh aa 1.a tbe •tter ot preaentatloa 
on that other pol.at ot rtew aad I tob1Dit that the 
econoalca ot t he poa1t1one taken here are woetn117 
-.It, 1Q'ee11'. I don't teel. that a etroag cue can 
be •de or 1• •de here or can be ...a, aa tar 
aa I ltaov, tor the .Utenance ot th1a dr.e 
bal.aace through thla per1o4. I don't tee1 that there 
1e &D7 e~:~ergenc7 aad I woalA l.1ke to hear oae 
uaaed 1n vhloh thla Gourn..ent cannot borrow all 
that 1t 1.a l.lke17 to need dnr1.ng the aext 7ear 
on abort hl'll •net. !'he onl7 cUttarence 1e 
that 70u a1gbt han u .-ra-o7 1.a Cioh 7ou algbt 
haTe to '*" .are, bat v1th uceae reaerYee what 
tbe7 are-

I wUJ. anner ;rou. You are t-Hng tbe queeUon ot 
bal•acee. I baTe to14 the Pnna.t that 1t 1s 117 
tee11DC that U the tob1ag DeJCt -r etqe 110 

wrae thaD 1t 1a DOw, I 1IOlll.4 be ~t to 1et tile 
ba1aaoea ran down to below a b1111oa dollare. 
I .. pertect17 w111_1ag- I &>a1t th1.alt the7 oagbt 
to so be1ov e&Yen 1'11't7· 
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!lall: 

JL.XJr: 

JL.L.:r: 

JL.LJr: 

-.sse: 

~= 

-16-

I• ..S.C a M7 a wftUc ba1mn e~­
fU't7e ~t ~4 pYe !1111 a bUU- 4eJ1-

Qat lie -.14 an. -. I • 111111BC to .J-t 
~-

&.t1a _. 1t HYD t1ft7. .. wu. 1 rtac • 
.. ..roe e·a'llan-s t~~e tw npre.. 

I PJN'fti-&1U1i.J7 -'A fQ tile HY- f'UU· 

- 1aot u. t:IWic ..- aow • -- ftft7· 
I tJd.alt ~ tile U. a. aa.a ' __. 
~ ... -- bu4n4 t1ft7 ,., 1 1 ·- ....,, __ 

1a 1:be ~ ~-

~ :roar 4eob1oa 1a tbat •"- -.!A 
be t1.aal.. I rtUl. -u l.1ke tiD bear tile II:S8l 
or & flJ' 1a wblab 70'1 ooa1ibl1 t ~ _.. 
~ 1.t 70'1 anbd u. I ball.._ u.t I ~ 
be '801' I ~ Ndnoe that tiD t11rwe 7 I .. 
wt )u-. bid; apiA I 8af• 1'fhat 1a -., pl!l' 1 
n-. •bid; I 1:h1llk a -Ilk cue 1a ..a. llere.. 
It~ u 81:11Nl4 be recopJ.&ed, -.... ... 
tllet ..- a l"edDotloa -a ooartltsto a 
..., pel pollCJ' wblab thJ.• M-'a'e~ 
llu Jll13:1er'to ..s.ate'".... I tD111.4 be 'ec' ' « 
• ..,u.t-
l • 1111Hac ~ .., 4et1aUe17 that a.. .._lllal1~•••• 

1IUl. ,._ *'- tiD ·"- fi.ft7o 

'fbd ""' , • - ~ I -.r>el-7 .-1.4 ~ -

... I • 11111 ••s ~ :Let U.. beJ u ~ ..,_ 
a -- t1n7 - of J- JD, •ln. X. ~ 
,.,., ~ _.. ta1Hac aboatt 

11-. .. 1dJHac ~ .-a a 4et1.Dlte rr••--.. ••na..-• 
...... ..t ..-l.J' M7 -

~ lad dz -o. .,-.)4 -- be :roar -
nta ...... • ot. , __ ,_ 
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!!.L.Jr: 

T!Jar : 

:>.LZr: 

Tl.cl!r: 

!!.U: 

• 
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Ia ~the badpt, I • SDl.ag to 11&7 that 
- .z- JD. •u. there • ...,.,., be ....-- lDmdre4 
t::1.ft7 w1lltoa 1.D bel- oa !!mMS, bat that 
doea 1 t - that 1.D be~ u- I can't 
ea%'27 a b1ll1oa aD4 t!lr.e qaartU"a or a b11 11 oa 
-..! • ba1t 01" • qaal"tar, bat ~ tha bal!pt 
u or .z- JD. 1 ~1. be oactrt to 11&7 ,...ee t'lt'ty 
1.D ~ ca.h dnorer aDd I 11&7 that 1a tha w1 at­
ti!:at 1iba tlD.lted States ~ OQ&bt to baYe 
1ll 1:!» ~. I doD 't Ch.1U UQt1o47 can 
~ 1dth • on that, 4o ,._, genU-t 

I doD1 t reel on ;AU 1Utle balance - I 'WODl.d 
11b to baTe eo- son o~ a eare1'lll. ca1Cill.aUon 
0~ .... t u • sare w1n1- balanee 1.D terllll or 
e.r ¢ck obl.18atto.Da, bat be7ond ~t I 40D1t 
~ I .,1114 GO• 

Yac ~·t JaeDtloned the ~at ~. 'mlat 
I :!aYe &me r or the Pre.J.d-t, I :!aYe kept 
1t eo t:!at I collld a1~ dip a qa&r;U17 
11nreee. ~. 1t -

~t tak.ee a good deal or -n•7· You liOG 0 t 
be alJle t o oontl.:me to 4o that. 

~u, I queat1.on eq - I -aD I • GD1.1lS to 
:!"rr'.....,~ queaU.on 11!17, ~I th1.nk-­
llo47 a1M .uJ. t'!l!lderert~ queat'1.011 ~ aDd I 
~the __,.r u di.rfiealt. 

::Ilea' t let ' a arsu.e. ~.. th1.e 1.11 - I • 111lll.J:Ig 
to 11&7 to the Pre,udmt, •t • -' '"ng to aake 
~ Oll8 OOJl.ce S111.DI1, 1;ha 1; 0D .1 'lllli8 ~ • 1 ~1. t be 
!lw am or the Budget can f16ure the bal.allce at 
_.._ blm41"ed r1.tt7 a:1l.l..1.on c!Dll&re. • 

I th1U -
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Whlte: 

B.LJ:r: 

White: 

B.LJ:r: 

lihUe: 

White: 

B.LJ:r: 

WhiM: 

B.LJ:rl 

a.tl:e: 

B.LJ:r: 

-l.lt-

-~ - ........ to be Mtec-:r4e4 
•p'ed & IN, t!le...rare, I - Jllltbc 
u t:ld.• ~-

Daa1t ,_ Ul.1.llk tbd -u. be .., ... 1Q»prop.l'1aH 
d Cb.e .-4 aD4 _. d Ulla pol.a" 

I -- ld.• '11114&'et •n•IIP• 

r... llllt ..,....,•c or Cld.e l.ene:r. At Ul1a 
po1d. u 1a ~ a ca-"Uoa or 'llhHlle:r Cb.e 
s-era1 nm4a caa be :rectaoel!l. 

I- wtlli'IC to US NY• nft7, 

.,. o~ PIUd.Dc •-' 1a Cbac I '1101114 like 
Cbe tJI:ree llmld.:re4 aD4 l.eC 1e 110 C 81> lleJoDa4 tbaC. 
!be 11 c"" po1d le wlt:ll :rep:rd to U. -

llanT. J'OII aoa•' -c to - .. eo4a7 a:r at% 
-u.. no-- haYe tJI:ree t.md:rel!l all.lloa 
dollare 1.a Cbe:ret 

I aal4 'bJ' Cbe •4 or 1~. 

What 414 ,. OI!Yooate to be ral:r 'bJ' Jlcweabe:r, 
l91Kl. or Oc~be:r, l911ot 

:u 

I ball.e,. - J'OII .-- .. Cb.e qu"Uoa of 
fal:rBI oe. I ball.e,. Urea t.m4re4 1a 0110118b. 
'-t 1.a lho ~ of tho Beo:re~'• beU.af aD4 
pnutu-. I Cld.JIJt 1.c w-.1.4 be ~ to p 

''wl7 a-, !beN -eli' to be Ye:f'7 ~ -
to ., .,_-

r.. _, • 'bJ' .r-. ,_,, to ban Cb:r" liiiii4N4 
w1111ton do]l ... f 

.,. .r-·· ].~ 
8117 .r- ,_,, DD J'OII _, to ft'I.Ce a -raadla 
...s I'd :r- - eo u • taao erreot Cbat 'bJ' .r.. 
,_, ,_ -u. l.et u ~ &»• co tJJ:ree lludre4 .. ,,, .. , 
Clll-. I ~411't _, U. I W1llA be~-to do 
1.t ror ,_. !!lie qaeotlaa u ..,, 1117 ,_ •..., .._ 
1117 ,_ IIQ.. 

I - .. ,,, ... M7 ,_ IQ ........ ttn7· .. 
-.14 ,_. al ... , ,_, 'IIM14 Ulat liDUln ,_, 

r.. -.1.4 be !are ...S I • -' •' to 'be .,_ 

Regraded Uclassified



3eU : 

llh1t e: 

H. M.Jr: 

Vh1te: 

K. X. Jr: 

Vh1te: 

H. X.Jr: 

llh1te: 

li.K.Jr : 

Vhite: 

3 . l!.Jr: 

19 -
... 2 _ .. 

It doesn't bother •· V. haTe got eighteen 80ntha 
to change lt. 

V1 th the Republican a 1Jl, the7 should get alo~ 
with tventJ-t1Ta allllon. 

Ve haTe g1Ten thea a b1ll1on. Arl7 of J OU tellove 
vorrled about thatt 

Shall I go aheadt 

Yea 

!he next po1Jlt 1e tl:.e StabUhaUon Pand. I 
ahou1d be inclined t o handle Ulat 1n the p.ruenta­
t1on a little d1fferentl.)". I feel - po1Jlt out 
that 1 t could b e u.ed and that 1t 111.ght be coD-
e trued as belng a reducUon of the d ebt and then 
the VaJ I had 1n II1.D4 vaa, vha t I would do 1n ~ 
l e tter, 1n po1nt1Jlg out tl:.e prooe and cone, I 
would show what the public reaction 111ght be and 
let llUI make hie chc1ce. In other vorde, 1n the 
f1rat part of the letter I ..ould haTe as lltUe 
as pcss1ble of argubg ae to what be should or 
should not do, but rather haTe the e conoa1c proa 
and oona dlecueeed b7 tlbat can be done, th1a 1e 
t he effect of 1t, and then a.ner I got t hrougb 
with that, I vou1d aaJ t h e econoJ:J.c advantages 
and dlaadTantagee of each aeaeure are eo and eo, 
and then I should be inc lined to add that the 
pol l tical repercuee1ona pro and oon are so IIDd 
110 , and than I should be 1.ocl1ned t o ::ake a 
reooamendat1on. 

1lh:f don •t JOU peopl e - 'lll!len JOU haTe got JOur 
!UI:Iorandum read7, aelt tbeae peoole to ::oeet JOU• 

I will be glad to. 

You von 1t haTe another chance before tour th1rt7. 

That would be plentJ of Uae. n.., are going 
to be beret 

Oh ,.. 

1lh:f don •t theJ ll&ke a aeetlng nowt 

You v1ll atll.)" untll foar thlrtJ', ..on •t JOUt 
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iLLJr: 

!LL4r: 

IIM&e: 

LLJr: 

'll!rUo: 

LLJr: 
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I wnWt l..Ua a .t.a7 Uu 
• *I• 

- a-•t - --.. lt -u..rt 

I • rr-. 
BDir elloa' '-J.YO 0 1eloekf 

!!be oal.7 pcrwm I....,_ bore d '- 1a JOG (Boll). 

I 1l1ll be rea47 k -' ~ at -. I .,u14 
Uke to t.u .. _.. of' Cll1a 1o~ 1a -

I wat to .Uteh tbo ~Joet a c..to. Laat 
D1pt I real - tll1a 1a tor ~ - tbo La71..1Jl 
_,l'alldla Oil !Iouth .a..rtoa 8Dl tbo ~ I 
tool. -. I to14 Ill". Claleto. that 1d.th tho 
Pr.a14-t ~ Col-Me ~ Olle .,,,Oil 
_.._ nft7 oat o~ 'Clah J'OOl baYO abo BOt 
to pa7 the Kllgll811.. Clae -.:1 I tool. h to toll 
tbo Bolldho14M'a Proteet:lYO ea..ttt .. to 
f'l:rgot U. I c.a1t r1 ' tbet to th-. 
'llbat tlwJ' ba-re ~ 1a - P 'Ll.dore ProtecUn 
o.-ltteo baa aUe4 '- or tJuoeo of' these 
tellow to - baek. I moa14a1 t th1Dlt tllet 
tbo pllbll.e -.14 ...C to got lato that. 
~ I _, ., Jl&l" of' u. ~ oth_. 
Ud.Jieo 1:-. .-.. are J'OOl peop1o ae to tbo 
-'-'--' ot Ill". ~ that th1a .ortgage 
~ - -t ~ lte - ,_ pa7 Ue 
obU&atlOilot 

I ~ ..,tlWic abrMt that. 

Ia thoro - -.:1 or n..,•ac --'' 
r... I ._,II~ •. 
I - - ,._ people at ~ n.n- on thl• -
~ are IIIIC a •• ~ - tor he&.- eakeJ 
"-· ... 11ial.1 .. are •• at fOal' thlrt7o 

o. that f'all 1a tbo pr1oo of' oon ... - we%'0 

tl71.ac '- • .u.. ...... t u w.l.4 - to ~ 
It JdCb* 'be a f'u&4n' 1lad -

I 'lllU .._ to - J'OOl - at tllrM o'ol.ook, 

~- P'IIIIP• 
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V1ner: 

Stewart: 

B.ll.Jr: 

suvan: 

Vhite: 

B. ll.Jr: 

Vh1U: 

H.M.Jr: 

Vh1te: 

B.M.Jr: 

Vhite : 

B.X.Jr: 

lihUe: 

B.X..lr: 

-2l-

Coal.4a1t 70a -.b llr. llal:re71J!C at ti:INe ..t 
~ pooap at a qaarter w three. be--~ 

_ st....n ooal4 -a h1a trai.D. 

I C&A1 t do U. -t U.. doH JOU' tra1.D Ft 

P'1:nzr t or\7 nn. It sJ_ne - ~ • boar. 

I 14ll be - "-• I 'lllll be ~ at tmo... 
,.,__ 
I baTe a ~etlon to ..a about the o~ 
1.Jl n.v or t!le fact t.!lat 70a ba ~ got tlda 
lllportant dc-0 eat. lie 70Q ~ 70Q mgt:_~ 
po»tpone the -Uag with llr. Wel.]_ee tor 
&DOther 4Q to g1Te 70a a llU1 e -re u..t 
It 110n1t cl"'ttll :roa th1.e ~~ eo .acb. 

tzoepl t111a c.JWtn -UA&o 

llo 

You 00111.4 pt h1.a W.,rrov -I'IW!c· 

I • all. rl&llt t~l'l'VV -nl1.11c· 

Par'Uoal.arl)" aao. J'I:Ja ban 1a ll1a4 t:arB'IIIC 
ao- Ula1J' ott-. I Ul1llk 70a ~ -~ 
w gl•e u a lltn. _.e ~t. 

.&ne7 t.M Pree14.,t. • 'Will tallt aboGt 5oath 

.a.enoa. 
Youl4 J'I:Ja (liN. notz) te.ll llr. W.Uee aa4 
Ill' • .lo•e Ul.at 1.Jl rt.v of Ule -rua- I 
ba•e reca1Ye4 rr- Ill'. Dnaaa I Dea4 _.e 
U.. aa4 u.rarore I 110ll1cl ll.ke 11» ,.... u 
t- Ul.1zot7 W.,rrov -ft11.11C· 

I pre- Ill' • .lo•• !ae reoa1Te4 a oopJ' ot 
Uaatt 

I w14 ODttoa 1aet Jd&ll' w ..0 _... n._ 

J'I:Ja paopl.e. - -u -a - - ~ tallt 
alloat liGan .a.ert.oa -M1•e• at roar tb1rtJ' 
Uda &net-. bat at tm.& o' o1oolt - I hawe 
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St-"1 

B.L.lr: 

lihUe: 

B.Lh: 

II,LJr: 

-·- ~ · .. 
_ .. _ 

r- .. .._... ------...... " • .. Ia a se 

a. ,.. ..a.- - , ... -- ... -0115-.. w.l.-' a a 

- I Ia a l at .-,. a - ..... - ,..,_ 

a.r .... U....... .. WWJZS·~---~ .. ..,. x ... ·,~x~ ~ 
11b1111 .,._ X wU.1 .._ ~ • 

.. wU.1 _. .. Ular-
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.u oar ll.lllclteoA eon.!~ OD lleeesber 12th 70:1 re~ested a 
sa~eDe:1': ~,.-i.Dg .:a~ night be done t o aake t'lmds an •hble 
~o ~~ee a de~1e1• oTer ~e n~ e1gbteen aon~ o~ as 
::::::!: •• ~.600,000,000 v1-'-out 1nereas1nt; ti::.e pablle ~ebt. 

'!:r.l l.:ldleatel!. that you ~t en::t V1Uit to abov 1n t.;,e t o:-th­
co!Ul:l£ bu6get a Dalle r pcil>lle debt at ~he ellld ot UlU period 
-::an nov e ll1ete , 1n vhl.e!l eeae 1t vould , or course, be 
:~eessar:r to obta1n ~ 1:1 excess or the $4,600, 000, 000 b y 
~Leana o~i::.er than c:U.rect ::.Orrov1.ng or taxation. 

One obtloua cours e o! act ion open to ua ia the poss1b111ty 
:>~ dec:-eaa1nt; the YOrc' n:; b.a1acce 1l1 t he General ~- I 
!lOY e ni:ate ~hat tl:.e vorl::l.:lg balanee o n J'anuar] J., ~ • 
... ~ a:ount •o abo:tt n , 750, 000, 000. It ~t be pos~e 
~o reduce eus balance •o $!;00, 000, 000 1:1 'IC1eb ee.se a!:>o:t 
<:1 , 250, 000, 000 vould be ~e a..-a11able ! or eu.-ren~ er,:.en­
!!-==e. It eb)uld be ~·ee, i::.oveYer, that !i:>c!l a 
::-e.!:::Uo: vould constitute a ehan<;e o~ •)l.e polley C.:.e!l 
~. ••-s~• ·~~t1on =as h1~er~o ca~t&lced . 

:::..e ::":re~IU.'7 !::.ae ca.-rlet!., as a :atter or polJ.ey, a =':>­
nct1a.l YO:-llng ~la:lee an<! 1t has also re:'ral.ced !"rolo 
::•U1r.l.!lg t o t!::e !'Ul.l -:l:e ~ort-term bo:-rov1..ag :!)OsslbU1t1ea 
£T1!.1ab:!.e t"!lrougb 'lreas!..!", b ills . ':'hls t:.aa asau:red ~e 
~dlate ava11ab11J.ty o~ ~~1c1ent ~da t o ceet ~teYer 
e"'e::-~ner l:ll.Plt ari s e . ':.'!::e b-easu...,. has thus been 1:1 a 
;>:>a1t1on to relieve ;he =::er ::>a.rltet or :wljor ~cl.ng 
o;.e::-at1ona during c::-1 ;;1eal s ituations, aue)l as , !or l:s=ce, 
-:~e o:~e vhleh occurred last September. I bel1en t!:.at 
~:-e a.-e de~lnJ.te a"l!.Ya:loa£115 1n th1a pollc7, not e>:!lJ lo-1-;h 

:-es;.eet ~o ~he GoTe:-...::e::~t sec=l• r J:&rltet, bat also be=use 
o~ -:i::.e record voluse o~ ~e~! obl1gat1ooe nov o;;s•aac'ng 
cc u OnH ed Sta ~ e s Sa rt.r;ge Bo!lda, Poet al Sa Tl.zl.,-s de:!)Oslt s , 
:=e:::;Uor.:en~ l'rtls; :u::=, £=d cOJDlt aents o~ .Ce ~ c..--e.!lt 
~--e!!elea or t he 0oTe::o=e!lt • 

-e ;:.-oee e4a or ;he sa:e o~ ob~atlo:a or c~t ~olea 

o~ ~te Go'l'e rn..--ent co!Ultl~e &!!other ooaalb~e so'!ree or 
::--:~•a . During the eale!ldar year 1939 ve ban sol.d gworanued 
~ee=1t1ea 1n the a.:wunt o~ about $800, 000, 000, the Jlr0eee4e 
o r 'litl~ baYe been used l.a..""gelY to repa:r af Y&ACee :;>reT1ously 
- •fe b y t !:te '!reasury . l!!m.s t h e &Dount to be ob~all:ed rrcm 
~nt or ad Y&.Dcee haa nov been reduced to a~""'Jd..sately 
nco, ooo, ooo. 

!r!>e credl.t agencies or the GoYenment , vhleb alread:1 haTe on 
~e;>oa1t 1n : t e 'lreaBUrJ' woM!.Dg balacce e to the extent or 
a;:>~telr ~.ooo, ooo lll18ht conee1Yablr use -:!:elr 
bon-ovillg ;ocnrers t o obta1n .,:!dltloual t'unda t'roa tJ:e :s.:Jtet, 
1.:> exceaa o r t h elr own aetua.l needs. 
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~ea:e 1'lm4a cou1d then 'be depoaUed 1ll u.e ~U11r7 mere 
the7 vou1d be a Ya.1J.able to aeet Curt'ellt Oon~t e:x­
peocUturea. 

HoveYer, adoption of euoh a courae algbt subJect the 
&da!ntetration to aharp criticiaa on the groUDd that lt 
constl~ted an eYasion of the coogreaa~ llltent vlth 
respect both to the actlvltles of theae agenoiea and to 
~ lla1tation on the publlc debt. 

~e accuot under the first tvo lte .. wou1d prortde len 
thaD $1,'<><>, 000, 0001 'ldllch ia far short of the $4,1500, 000,000. 
!o obtalll t .h1e BUll 1t vou1d, therefore, be nece&&&r7 to 
ezplo7 addltlooal aeaaurea 'ldllch coDfllct vlth prertoua 
co!la.U::enta to Coogreaa and lllvolYe ba.lc queat lons of 
currenc7 and aonetar7 pollo7. Mea.aurea 'ldllch are legall7 
possible include: 

Use of Stablli~ation FUnd Gol d . Ve haYe t h e a uthor1t7 to 
transfer to the Treasur7 the t 1 800, 000,000 of gold nov 
t:.eld for the account of t h e Stabilization Fund. I .t e:xerc1aed 
th1s vou1d proTide tl,800, 000,000 for t h e !'reuur)' vorltl.Dg 
halaoce to aeet proepectiYe expenditures. It vou1d, on the 
other hand, leaYe the FUnd vith onl7 a book credit against 
-.:b.l.cll 1t cou1d draw at aD7 t111le. If the current operatlona 
ot the FUnd ahould require more than t he preaent $200,000, 000 
vorklng balance

1 
it would be neceaa&r7 tor 1t to draw agalnat 

this book cred1•, and t he Treasur7 in that event would have 
to ~ new aone7 to aeet such v1thdrava1. 

It vas c1earl7 not conte .. plated at the t!Be men the poYera 
in the Gold Reserve Aot v1th reapect to the Stabil1ut1on 
F'uDd "-ere extended that 1te gold aaaete would be uaed to 
aeet current e:xpend1turee . Aa Secret&rT ot the !'reasur)', 
I heve repeated17 adYiaed the Congress thet $1,900,000, 000 
or Ohla FUnd 1s st1ll held 1ll the fora ot gold and that 
eere ie no intention ot ue1ng that gold for aD7 purpoae 
othe.r ~ to meet Stab1ll:tat1on Flmd requl.re&enta. Onl7 
'ldl~ theae requirement& no looge.r exlated, vould U 'be 
apprcprlata to allocate the aeaeta tor the ret1reaant of 
the publlc debt , and en.n then the proper t1Ja1ng ot th1a 
uae of t h e FUnd would involYe tund• wen tal queationa of 
DODet&r7 and CurNDCJ po1iC7 o 

Uae ellver aelgnlor age tor 1aeuance of sliver cert1t1cetea. 

Ve have authorltf to iaaue ellver cert1tlcet ea 'LIP to the 
aonetar7 T&lue (Jl. 29 a.n ounce ) of tha t'ree allver nov 1n 
t he !'rea&urJ. If exeroiaed, this would lncreaae the amount . 
of t1m4a aYa1l.able to weet e:xpeoditurea b7 about $1,500,000, 000. 
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llhen the au:rer Purcbaee Act vas appron~d, .,. decided to 
issue sUTer certifi cates only up to the coat ot the sUTer, 
and to aet asi de any seigniorage 1D a apec1a1 tuDd, and not 
to treat it aa an ordinary Government receipt. I have stated 
publicly that this tund would eventually be uaed to retire 
t~ public debt , 

Use t~e Balance of the Increaent Resulting rro. :he Reduction 
1n the Yeigbt of the Gold Dollar. 'DIJ.s bal.&Dce, in the 
s.::ount ot approxl.Dately $l<l2,000,000, could be transferred 
to the vorlt1Dg balance. 'l'hls incree~ent balance was appro­
priated or authorized to be used tor apec1f1c purposes, namely, 
loans to lnduatrJ through the Federal Reser-A Banks and pay­
::ent to the Ph.Ulppines in connection v1th t he reduction 1D 
the ve!,ght or the gold dollar. Aa in t he ca .. or the use or 
tl::.e S1:ab1liz.ation Fund gold and the s llTer se1gn1orage, the 
transfer o! this increment to th e working balance would 
raise a question or monetary poli cy. ~e sua inTolvedi 
ho .. -ever, is not large and its transfer v ould baTe litt e 
:)r&Cl:ical l.llportance. Other Legally Poaaible Xeasurea. 
'!'here are other executiTe povera 'tthl.oh. if 1nTolted, would 
aake tunda available in addition to those enuaerated above; 
na::.el.y, further deTaluation ot the gold dollar, 'tthl.ch vould 
prortde about $3,1.00, 000,000, if it .... re reduced 1n weight 
to t he tul.l. statutory l1m1t; equal deYaluat1on or the e11Yer 
doll.ar, 'tthl.ch vould provide about $3,300,000, 000; and the 
use or !boaas currency, 1aeuabl.e, hoveTer, onl.y under certain 
~rrant rest rict ions, vhl ch vould prortda $3,000,000, 000. 

I a:: not d1ecusa1ng t hese measures 1n detall for the reason 
tl:at I do not th1Dit you have their use ~ lllnd. 

'!'here are tvo 111portant phases or th1e vhole problem upon 
vh1cl: I should l.lke to make further coca:ent: 

1. !be budget and debt aapect , and 

2 . ~e gener al aonetary and t1nanc1al eapect , 

Ye are raced rtth a substantial detlclt ror t h e t1acal year 
ending June 30, 1941, aa vel.l ae for t he current f1acal 
year . For the past ten years the Government baa financed 
Ue def1c1ta by selli ng publ1o debt obl1.gat1ons baaed on the 
public credit, ~e fact that the 'l'reaaury baa been able to 
sel.l these obligations 1n the aggregate ..aunt or approx111ately 
$25, 000, 000,000 during th1a period, aod at the ..... t111e to 
reduce th.e average rate on the i nterest-bearing debt froa 
3, 5'1~ to 2.~ indicates to ae that recourse t o borrowing 1n 
the u.rltat 1n the normal way ie at1l.l open to ue v1thout undue 
s train on the .aney aarltet or unreasonable interest costa to 
the ?Masury. I bel1en that 11' ve depart froa this eatabl1ehed 
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practice tor meet1ng budget detio1ta we run the risk ot !a­
pairing oontidenoe 1n the financiAl. operations of t >e OoTern­
sent. 

Fros the beginning of th1a OoTerDIDent Congreee has kept a 
substantial measure of control. oTer public debt issuee. 
Our1ng t he World liar it wae neoaeeary tor t he Treasury to 
gc to Congress each time it wae required to issue addi­
t ional. Liberty Bonde. It baa also been neoeaeary tor ua to 
go t o Congress on several. oooaeione since 19~~ to get 
edd1t1on&l. authority in connection with the management of 
cur public debt . In view of the past record I balieTe that 
ve should follow the procedure or aek1ng tor an increase 
1n t he debt l1m1t. 

!low as to t he monetary and financial. aepecte. 'l'he use of 
t he 8teb1li~at1on Fund gol.d, the a11Ter ae1gn1orage, the 
gold increment bal.ance, and t he reduction of that part of 
the Traaaury vorklng bal.anoa n.ot kept in commercial. banka, 
would increaee bank reser...aa by about $4,000,000,000. I 
do not bel ieTe that it would be adTiaabla at t his tiae to 
aake recommendations to Congres s which, if adopted, voul.d 
coamit t hi s country to a poliOf of adding during the next 
eight een months approxlmataly 14,000,000,000 to the reserTas 
ot the banking eyatem. The seney markate of the country 
are mora liquid today than aTer before. 

lntereat rates are at the lowaet leTela in the history of 
th1a country. The YOluse of indiTidual. deposita, of 
currency in circulation, and of excaes reserves of member 
banks are all at or close to record laTala. lt ia clear, 
t heref ore, that none of the monetary conditions that might 
turn1ah an appropriate ocoaeion to increase bank reserTae 
through meaeurea auoh a a preT1oualy d1aouaaed ia preaent 
a t t he moaent. Our preaent monetary poait1on al.ready aakee 
the effeotiTa uaa of credit control• sufficiently difficult. 
Addit1ona t o banking reaerTes by auoh Treaaury operation• 
w1ll add to the difficulty. 

What ohangee in conditione aay occur within the next 
eighteen months no one knows. lt ie important, theretoret 
to retain freedom ot action in the monetary field. CoiDIDlt­
ment now to execute the monetary measures enumerated abeTS 
would reatrict suoh freedom of action and might result in 
unfortunate consequences. 

Coaa1tmant now to execute t he monetary measures enumerated 
above would restrict auoh treedOil of action and might result 
1n unfortunate oonsaquanoea. 
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Ia \he UCbt of~- a· l' a~ l ru •I J011 pa:;:ee 
1ll JOIU' lillllpt - .... U.t U.. dettoU 'be n•e el b7 ~ 
sal.: of pabUo dellt ""P~, ~ that for tlaJ.e pwpoee 
JOU aak Ooacre•• to ra1.ee u.. Ull1tauoe oe Olltete""'nc 
pabllo ._._. obl.!«a'~ rz- t&a.ooo.ooo,ooo to teo,ooo,ooo,ooo. 
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!IE l'IIIJJI CB OP Il!nCIT Dec..t~er 18, 1e~e. 

~zOO p.a. 
Pres ent: 

S. M. Jrz 

Stewart: 

I! .¥,Jr: 

\1h1 te: 

B.J!.JN 

Wh1te z 

B.~.Jr: 

Yibite: 

Ill'. lllmea · 
Jlr, YS.Mr 
llr. Stewart 
llr. Rietlar 
llr.Bell 
llr. Baaa 
llr. l'ole:r · 
llr. White 
Ill'. Bernstein . 

Barr;r , read :rour dra.tt ot this out loud. I a t2la t 
all r1gbtt 

Yea. 

What is the monetar;r eJq>ert Pole)' doing beret 

llh7, I could:o ' t get Q)' e"QPport t'rCJil the JDOnetar;r 
u:perte, ao I wmt to the legal departaant. !bera 
are a0111e legal pointe hera that there 1e soae qu .. -
tion about, I think. 

Wall, read :roure. 

•Th1a ia 1n repl)' to :rour request tor a stat-nt 
abo•ina how a deficit., •• • 

This is to the Preaidantt 

Yea. 

"'l:r dear llr, Pr .. identa 

•Thie ia 1n rapl.7 to :rour requeat tor a atat-nt 
mowin& ho• a datic1t ot t4,eoo,ooo,ooo aigbt be 
fiuncad duriD& tba next 18 aonttuo w1 tbout add in& 
to tbe public debt, 

•tt wUl be poaaibla to t1nanc• a daticit or thh 
aha '111 tbout •"d'ng to the public debt 1n tba 
tbl.l.owiD& -.nnara 

s-=ction ot the oaah bel.&nce now 
1n the Qaneral P'lmd, lncludin& 
$260,000,000 ot h'•• aold, to about 
1500,000 ,ooo t1,2110,000,000 
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(Bl'ought forward ) $1 , 250, 000, 000 

Iaauanee or a1l?er eert1f1eatea 
against tree a1lver 1n the Trea-
•W'7 i ncluding current a cquiai­
t iona 

Replacement of gold 1n Stabilisa­
tion Fund with dollar credit 

Release of the balance or the in­
crement from the 193• revaluation 
of gold, hitherto held for the 
Federal Reserve Banke and ~lipp1ne 
Ialanda 

Repayment of Treasur:r advances to 
goverruaent corpor a tiona 

1 , 700, 000, 000 

1 , soo, ooo, ooo 

1.2, 000, 000 

100, 000, 000 

$4, 992, 000, 000 

"(There are other eJtecutive powera which, it 
invoked would IDilke t'u.nds a va1lable in adell t1on 

to those enumerated above; namel7, fUrther de­

valuation of the gold dollar, Which would provide 

about $3,loo,ooo, ooo i t it were reduced 1n wight 

to tbs tull statutory limit; equal devaluation 

or the ailver dollar, 'llbicb '110\lld provide a bout 

$3, 300, 000, 000; and the uaa of Tb.o-s currenc:r, 

iseuable , however, onl7 UDder certain ~rtant 

reetri ct1ons , which would provide $3, 000, 000,000. 
I am not discuaaing these meaaurea in detail for 

the reaam that I do not think :rou have their use 

1n mind. ) 

"1. Reducti on or tbe General foUnd . I now eati-te 

tnat the workfiig bilance 1Ji the General Flmd on 

Januar:r 1 , 19•0 will amount to $1, 750,000, 000. It 

would be possible by June 30, 19•1 to reduce tb1a 

ba1ance to $SOO, ooo, ooo, 1n which ease about 
$1,250,000, 000 would be made available tor current 

expenditure. A large balance baa been carried 

hitherto aa in~rance aga1nat &nJ poaaible ditti­

cultJ 1n OW' quarterl:r financing or .. tur1t1ea and 

ne w mona:r. In disturbed times, aucb aa at present , 

there 1a aometbing to be aa1d for ma1n ta1nina a 

l&rse balance and I do not thlDk it mould be 

peraitted to tall bel ow $500, 000, 000. With uceaa 
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Maer ... a aa h1#l u u..y are ~ aJXl nth the 
a4d1 t1ona.l goU U.t 1s c:artai:A to c acoe 1D 
duriDg tbe Dert :per. tU:en together rlth tbe 
powers 11h1eh tbe Federal. !lese rYe Sya tel bas • 
1t neceasar)'. to ·~ the cred1t base. tbare 
c an be DO queat1CIIl • • to the ablll t)" ot tbe 
Treasury to ra1ae aD7 -.mnt or eaab that 1t 
_,. poaalbly need ~ the aale ot bUls 
or notes . t~ poaa1b!y a t b1~er ratea. 
Purtbe.-.ore. - t J.l the present $~.~>'2 .ooo.ooo 
ot UZJU&ed gold aJXl allver are tully utllhed• 
t bey pronde a reedJ aoarce or twld.a to -t 
anJ •erseney. 

· 2 . The lsaua.nee o r silve r cer t ltlcates. 'fe 
have auEbOr!t7 tO !saue sUnr certffieatsa "<I;) 

to the *Xletar)" Yalue ($1. 29 an oUDce ) or :be 
!He alher 1D tbe ~SU!'J· UDder thu autborlt)" 
we could darlllg the course or the next )"CC' lssue 
a ppron- t ely ~.7 b111J.on or aUver certltleatsa 
11h1eh would 1Del'llde the aUnr eurrently aeqldred, 

"Sllnr certlt'ieatea b&•e alwap been issued 
agalnat au .... r a t the rate o! i l , 29 per cunce 
nen though the .uket •aluo baa been bale.- that 
~t contiD>.tOUal:J a 1Dce the 1870's, Ad<il.tl ()l'l• l 

lasue or sliver eertlt'1eatea 1a about the onl)" 
11.kel7 way 'Ce can "use" the !rea aUver 1D the 
~•'111')" • '11th ~7.5 b111J.on worth or gold aJXl 
the e~ectatlon tbe t we rl11 get at l east several 
bllllon dollars -re 1D the next few years there 
can b e no queatlon • • to the 0 aound:neaa• or our 
aonetary systes troa the po1Dt or rtow or a etalllc 
r eserves. 

·~ . tlae or the S tab1llsatlon Plmd gold. 'l"e han 
the au thlirl£7 ED £ranafer £0 the frea.-aary the 
$1. 800, 000, 000 ot gold now held tor tba a eecnmt 
o t the S tabti.l.&a t1 - !"aDd and es tabllah dollar 
credits w1 th tbe Treasury for that aouat. !'D 
the extent that the l"w1d did not draw on sucb 
dollar credl tea tbe Treasury oould use tbe belaDcee 
tor eurrent expiDdlturea o r to re tire outat• .. ung 
pubUc debt obl.lgatlana. (There are abaon $5 
b 111J.cm or h1.11.a . notea and eallable bcl:lds wbl.eh 
can be retlred 1a 1940. It woo.ld be pos alble to 
select tros that iJI"'''I'P aucb - as lt _. desired 
to retire. l 

Regraded Uclassified



: 54 
- 4 -

--:c ~y the P'lmd 1D th1a -..mer lll.lght be cr1t1-
ela.d u a d o latlon or the Conjp'eaai onal i ntent 
..:1.~ :re;;&M to the Fund. It waa clearly not con­
o:.~t.ed by Congress that the gold assets would 
~ -~ to meet current e.xpenditurea. However, 
~as did provide tor the 1Dveatment 1n govern­
_,.t ~atlaDa or the a aseta of the Pllnd not 
<1C'Mntly :r:111eded tor foreign exchange opera tions . 
~·~:a:- eo =• o~ these .runds to retire outs tanding 
~U,..-a.t:1ons in the -.mer suggested above •auld be 
,...e&-~ed a s different tro"' the investment or those 
~ ~ ~vernment obligations ia a debatable 
;»bt. It mleht appear to t he public as a device 
to -:ae the Flmd for current expenditures rather 
~ a s a means of investment in government ob­
Uo-at:1 o:>ns . 'lhia interpretation wlll f 1nd support 
b tl:e f a ct that onJ.y six mon ths ago the Adminia ­
~-.:.i.c%1 =-de a l aat ditch tight t o bave the Stab11-
!.ult:1cn ?nnd ma.1nta1Ded for the purpose ot atabll­
u•-o; the exchange value or the dollar. Though use 
o~ ~ ?und 1D the manner descri bed above would 
::ao:o~ " •stro}' the usefulness of the Fund, i t ia aua ­
~t1~e to the t interpretation. 

• ( .l.s a:> alternative the Fund, which cont1Duea untll 
~ :.0 , 19U , could be t e:l'ldnated at any time pri or 
:e tlat cate by the President d.eclaring the eod or 
:.e e::er,;ency referred to 1D the Gol d Reserve Act . 
S2::o;.ld the ?nnd thu.a be t erminated i ta assets of 
$1: ~!.1.1.1on coul d be covered 1Dto t h e Treasury and =- w-oritlno; balance 1Dcrea s ed to tha t extent . l 

• a anee, e amoun o a pprox1-
;-~'£~e;lj~ ~4.2 ,000 ,000, could. be transferred. t o the 
110:it!n& balance. 'lb1a i ncrement balance ,... 
a;>; :ocpriated o r authorised to b e used. for s peci f i c 
;----poses, ll&l:!el;, , loans to industry t hrough the 
~el'&l 3eaerve Banks and .,_,..,ent to the Philippines 
1: :>ODDeetion with the reduction 1D the weight of 
~· Fld dollar. The sua inYolved, however , lo not 
la-~ and i t a transfer would. have little practical 

bl;>ort.ance • 

"S . !brrod.Dg by t;pn~nt eo~rations to repay 
<!ebt to di&fi.ii!U1'7• Govei"D88nteorporaE1ons can 
50ri0w 1ii their o- - and repaJ UIOilllta tb.eJ 
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owe the 'l'reesur7• There 1a about $100 ail llcn 

still due the Treasury which can be repaid 1n 
th1e manner. 

"It _,. be appropriate t o point out ftrioue 

consideration• involved in the uae ot the above 

sources of lunda to finance the deficit . 

0 1. At present there are ex~eaa reservea ot 
$5 b illion. Tbis tinanoing program would add 

a lllloat $" billion, and 1ntlow1ng gol d during 

the next 18 months will doubtleaa add aeverel 

billion more . Tbe existing powers to deal with 

excess reserves are inadequate to absorb the 
preaent h i gn level or exceas reservea let alone 

an additional $5 billion. It the excess reserves 

were inoreased through tho adoption or thoae 

measures it would aeem all the more necessary 

that additiona l powers should be granted to the 

Feder al Reserve Board to absorb l arger amounts 

ot the excess reserves. 

• 2. The adoption of the program suggested may 

arou:se tears among some of the business and 

financial co11111un1ty or 1lllpend1ng "in n a t i on •, 

They will alae contend that the impending "in ­
flation " will lead t o a speculative inventOrT 

boom. Finally they may contend that there w;ill 

be an undesirable degree or 1netabil1ty 1n the 

bond market because bond pricea would rise now 

and fall later o r they might claim that fixed 

income yielding investmenta, both gonl'DIIIOnt 

and no~government, will de cl ine i n price despite 

the gr ea te r abundance of inves tlllent capital. lT 

own view 1a that any hel'lll!'ul reaults tba t may 

ensue from the use of tunda as descr i bed above 

would flow f r om the widespread discusaion that 

the announcement or such a policy would create 

rather than trom any d irect economic eonsequeneee. 

"3. The c r1tici&lll of these meesuree will be 

exploited to the tull for political purpoa .. 

during the coming months . All the crlti ca or 

the Adm1n1atret1on will join 1n the OrT that we 

are beginning to reeort to • c rack-pot• IIIOD&tary 

panacea a. 'l'b&T wlll eay the t 'l'bOIDaa curreno7 
ia next, then turther gold and ailver devaluati on, 

etc. lluch political capital may 'be •de ot the 

bogie ot •1nnation•, "monetar7 ~maoundneu•, and 

-.114 experimentation•. 
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• 4 . on th.e otbor baJJd• I need not point oat 
to 700 the t'a'I'Orable pol1t1e&l c onsequences 
or DOt ba'rl.Do t o ~u <:ongoes a to m~se ~ 
perslsslbl e p tlblic deb t th1a :rear. 

•rn t be 11,9lt of the se eona1derat 1orus I would 
lil<e to !:aka a reea=eudatlon aa to t be proeed=e 

to be fo llowed 1n rlnanclng the defi ci t of $4.6 
bi llion. In :rour Badget speech :rou :a:r wlab to 
lnelude a atat""'ent 11h1ch would ln:U.cate tbat t be 

det1cJ. t rlll be t:lnanced throuah the .Ue ~ 
publle d ebt obll~tlons and the ut111&at1on ~ 
t!le eesh r e source s of the Tre~slll'7. • 

I unders tand troca ll.r. Fol e7 tbat :rou don ' t b&Ye 
to specirJ the exac t .,.ounts whlch 70u would do • 

e 1 tbe r • so tb 1s ""'-3h t be a - 7 of baD4l1llg 1 t . 

• During the ccalng months the Treas=7 rlll tliom 
proeeed to de crease 1t s eeab ~ce b)' ~.250 

l:l.llllon. ".lt 111&e the ~ee or the gold lncre­
aent of $142 ~111on &JJ4 :-abe $100 z:rl. Il t o n 
through the repa ,..ent to the Treas=7 b7 soTerD­
ment eo1"9oret1ons. 'Ihua U .S bi llion o~ the 
d e!iclt 'rlll ~ fl..nanced rl th ex1stlng eeab 

resources . leawlng onlJ $4.1 bllllon to l:le t1-
na.nced through pub lic: deb t obl1gaUona. 1!le 'boJ..lt 

o f this .-ount rlll be raised tbrougtl tbB s ala or 

UnJ.ted S tat u Sartn&s :SOnds and Social Seeurlt7 

obUgatlons . 

"A t the pre~ent ts...e th.e debt o f the Federal 
GCrer:.mt subj ect t o the lll:ldtatlon or $45 
bU11on 1n ee Second Libert,. I.oan Ac t . 1a 
$40. 5 billion. AD a dcUUon of -~.1 b1lllon 1n 
public debt obligations du.r1ng the next e!aht een 

lDOntha wlll a tlll lea ve the public debt balow 
the le 1)&1 1 W ta t1 Oil• 'Ihua • 1 t will not l:le 

necea&ar)' to a ak t b1a CoDgresa for an J.nereaae 

1n the d e 'bt U.S. tat 1oo.. • 

'!he whole t1rat part o f the a pproach l an' t the 

~ I ~t to a.;>proach h1a. It doean•t oxpreaa 

-· bees= • I - UD&lterebl7 oppos ed to the 
Pru1d «>t doins 1t tb.1a _ ,. _ ~eretore. I .ars 
auch prefer tho w r:r tapered _,. tbeae other 

gontla.an praaent ed H. leu~ an ~tertaate 
that I don ' t want 1 t. Wlth :rou I gat the 
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..rtertaate - well, I <to -=:n a.~. ~ the to 
g1~ tbat oae ~-)<!'a .:au it "erack­
pot. md .... ryth1.Da ~- ••• 

I •7 tha t 1.& what will~ ~ 

Re h '"'1"7 ahrewd. E.e ~ ~ tbat I -
tell.l.no h1a U.. t h wba~ I ~ U 1.a. I 

doo ' t want to do tbat . 'n:. n.r..t ;>Art doean•t 

aat1af'7 - becawoa I ~t tee art.a'J'taate to be 

that I don ' t want 1t. 'l!!::4.s ~ tbe taa te -

:rou •8.7 of ~~ 1 t a "'c.. ... c:IIQot"" &Dd e'l'el')'thl.Dg 

el.ae and go!Ag- tO ~ c:d • ....,,£ for 1t, you 

tb.1.Dk h e bad better do 1: l:'&~ ~ a.U ODngreu ­

I feel 'l'erJ deepl7 that » ~ 1D ask Ccmgresa 

tor 1 t on the theory Ulat. & ~ 10 .Uea ' and 

doeCl't .-Ice &ero. 'ihLs 1.s a:oe or t.be ~· - U' 

I ~ ha'l'e t.ba t • • •• 

Yea. I waa going to aa:r ~ctlft or the 
-=mer or presentat1cn r .;:,.,);0 l..1lte to lake a 

atrong auggeat1CD tbat toR ~·t th.."'w thu 
wbole subject into ~- ~ 4.1.acuss1oa, be­

cau.se I th1.nk U' he do:>e~ 23&~ ~ 1d.ll be a 

terr1!1c ._unt or CIOJee~~· ltlacuu1.on em 

both a1des. 

Tell , I appreciate JCln" n e-u1.t;, &:>4 ,..,u wU.l 

ha'l'll to take -:J S101c:erlt]; ~ ~ted. ~ COD­

n etl<D 1a ao deep c:a ~ ~ I l'U t dciD't ant 

to argue about 1t. 

'lba t la all rlgll t. 

'lh1.s h one of these t h1 -e;s ilbat I r eel "l"T deepl7 

and DObod7 can a.rs- wi.~- Qo ~ -· 'lell DOW0 

- haft sown thh ~ ~--~ Clod U we 
haft t o reap 1 t 1n tile eJl;":Ha lit S.. J•t too d8m 

bad, but thare 1t I.a. t:ca -..:r.al.d 2'1'& 1:be .U.eu.sa1CD 

UIIJW&7 except 1t ·~ ~ laatea4 or OD rablJig 

U>e debt Ual t rr-aa 4.5 co 53 ~OD 4ollara Oil tba 

tlgbt to take all lllaM ~power& a_,- !roa 

h1a. Tour r~t would ba ~~ OD eadl one or 

11M U>inga aDd I .ton•t ~ ~ - I wOIIlld tell 

h1a tbat I wod4 -t p 1IIP ~ .-lte the tlght 

eplnat the S teM th•t1- !Ills! to be 11p41nt. I 

juat won't do lt. 
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It 1a a c!lolca. 1beN 1a ~ to » a ~. 

E:ltber the ~t 'll1ll ba ae;a'r•t :.. :-z..a:.:-t 

to lteep h:1.a tl'<a -~ u.-~t.a ~ ca 

rlgbt w1.ll be - 6·t ~· - :::.ot ------1Q 
ag.1nst tbl h-ad~ - tat at:al.l. ~ rd. .. iba 

d eb t u..l t , &::14 I pe~...,..u7 Ud.:* • ~t to 

ra~ l t !>cmaatq. 'J4 haft - ~ t1al4 ~or 

aeYe:> ,.are; l t l a up to - to !ace U . 

I - aot sure that I ba-~ ~U ~. I 

dldn' !. lr:Dow a l the r ...,ul.d be tba I •-, :!:oaT 

... rc:>•t go!Jle; to use aJ.tbH-- ~to ~ 

T r:tar e&a!l ba.lance, as I took 1t ~ a,. I 1!, cod 

then ...Ue. t.be :re:w<.,:!ar ~ !•n·:"~,.~~. 

'lbere la DD r eco IC'!•tlca ~- ~t ~ csa 

the o ther • 

Yeo ~ - ,..,. ~t a xl:rcl~. 

0 . X. 1.s lea& as ,.,u ~-..-.!&:~:! :-:J ::--.. «:_OO:A~­

t l O?. 

1rell, I d.- 't 1tdJ:Jk JOU C8:l a:ntCdl.a :J..s ~· 

I baYeD ' t -the .._lett&:"', t.rt I - ~aetl7 

11'1.11.1Dg tD *"7 tba t tbo bal.a:l=-o - .,_ 30, l.!Ml 

abou.ld be '750 •" 1! on. B.e .see-•t: =-«1 ,_ -

that. !!a C8D ban lt ~ tbl t !>a ~t.a.. 

'lbat ls a pe~aeUy aa.ta >•- to ob::tot tcr, 

but ootalda o r 1;!:tat I can.•t -t llb- t!lat e:~-_. 

h1z a b1l.l.lo n dollara but -~· ~ :.at : c:a:a•t 

so .. , nu-tbe.r . 

3erore 1rr. su-n so--, eo JO"l ( 11r. st- ..t ) want 

to •a• aDTthlna! 

So. I aora• -~ rll:A JO= am-~ cbat 

JOll haft .J-t a.de all tb.l.a. I ~ 1t 1a :be 

n gbt dee1.alaD. "1!1.- J01l ~t t::t':o ~ o~ 

latt.e~. 7"'1. rlll ... thaN !::a- beem - _,__ 

t1eat1aa -...Ia. 

~~ 1a ooa 1- all mlcb I ~ l!D to t . 

ToG -uaatad a t tba -~ -~ U.t ·-~ 
ahD'al4 be aa14 aboolt tba az:,ua ............. So~ 

1a aa1d ~t lt 1n th:la. I ~ ~-... :: C" tb&ra 

la ~ pi'Oposa.l tor ~t:l<a or •xcess ~. 

a sap&>'& w 1.Dqa.1P7 s!lould. be ;>r0110 ' to - to 
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S"wart: 

'bite: 

Vl.aera 

!Hatler: 

1lh1 te I 

Rie nera 

P'elle~ 'Cat b the riS>t U:lJ.Da to do aDil I 

~ DOt be inolSnecl to throw thb 1D U:l1a 

let"'• tbet of _,... •1~ :rou clo tb1.8 ,_ 

w1.l.l h&Ye to ... conalclle~ tbe exoeee reaei'Ma. • 

I th1M :rou are J'1.&bt. 

~59 

~ 'tdQ' do ,_ ~·• tbet aa AD e.rs-nt agatnat 

lt, tmt :rou uoe goiJts to lllc .... se the uoeu 

ren~e! 

'lhLa procecllllre 1l1ll lncreeee the uceaa reeel"t'ea 

U u.re 1a a pmpo•al ~..., 111 Waahlll&ton 

to~ ~t~ ccmtro~ o~ the exce.a reaenea. It 

there ta. I .,..lcll :Like to see u. but I wouldn' t 

..,.t to ~· &117 ~~t 111 edn.nce about 

'lllbat it -... 

I tb.1I1J[ t!aat i s belA& a Uttle bit clner. It 

ae- to - - I ... q-atiCID.ID& DOW - aa~ 

t!aat ,-o= lette~ 1a solA& forth, u I telte it 

ta , aDd tilat ,_ w.nt to .aka it •• e rrectiYe • 

letter aa 1a poadbla. I take it that JOU are 

-~ tbat .... 0~ the reaaca.a , 0118 or- ob­

Ject:to .... to ~ use of these Yal'iOWI _,.,et&l"J 

dartcea -~ell be tbet it wcoalell lllcra .. e tbe 

.,._ reaerYea. •a-. it would ae• a reascmable 

·-...r to aa7 that or coarse tbeae excess NMJ'Yea -

ec141t1o•l po-re J11abt be p Ye to take care or 
it. 

I cllo:l' t tbJ.Dit ao. !be po~t ia tbe t we dOD ' t 

w.nt to gin a b orMbe<* op111101l on Just abet 

p~a U..t ww.ld g1Ye rise to and wtat ...,..lcll 

be tbe proper ~ to ~ ri.tb that. I suppose 

11' - were asked, - should be baPP7 to ·~ 
tba pmblAa ....S reaah ~ ooncluatOD. 

A lot or the adnoea are aa.g&Ntecl to beDdle tba 

pro~ or --• reaerna. 

BRt :rou cmo • t th1* or aJI;J tba t ..,..lcliD • u 

llo, bat 1t 1a ti:t: 17 ~rtent to aee tbe .... 

ttzoet. I at •l ell thil* there .,..,.t to be om Act 

bJ ecmcrea•• Y011 cmo't dispose or U:lat with a 

ala-. s-~ .-l.cll baw to be dm. aboat 

ey I N~· 
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!! . IC . J r: 

Stewart: 

Whi te : 

Sell: 

Ii . li . J.r: 

Sel l : 

Sell: 
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.. 7 I ~ a ~ about the atrength or tbe 
other app~cbt 

llbJ.ch approacbt 

n>e1r a pproach. 1tereJ.7 a quutton or -.k.1Jl8 
1t st~r. 

( To ltr. st-n) llb.en aa I going to ... :rou 
ag&lllt 

I ahou.ld bopa DOt 1n the near tuture, 'but I 

will oo• 1.r 7011 want •· 

( ltr. Stewart 1eaTe s the conterenee) 

!60 

Inei dctall7, ltr. Fole7 and ltr. !lel'DSteiD were 

reluctant to ea:ae in. I !'ol.t I needed acao - ..J. 
aupport, so I 1na1stod 0111 thea be1Jl8 here. 

I t 1s all rlg)lt. Fol.tr7 neoda - wbat 1a n ~ 
.. 7 a t tbll Gridiron! Ladies al11'87S present but 
reporters nenr. So P'oltr7 1a a111'87S preaont, 
latr7era neYer. 

I 'll'&llt Sanaa to get the bmefit o~ the other 
letter. llbo b.as got tb.att Will 7011 ( Sell ) rea.d 

that! 

You (II&Dea) -7 tota.U7 diaa~ n th •· ~ 
:rou t.&r their letter :rou '3dJ or -7 DO t ban bad 

t"- to aake an opinion. 

~ I aalt t1rst U 7011 woul.d Uie to ehaDge th1a 

rtgm-e bad< to !'ourf 

1q reoolleet~ 1s that tho Preaid .. t aa14 !'cou• 

aDd I tb.1.Dk •••• 

I dOD't tll1l* it S.. !J9ortant. 

!ben I wODl.d Nther aa7 !'OlD'. 'Dle deficit 1s 

go1Jl8 to be a1'0IIDd t010r, s..n' t 1 tt 

Well, I tboul.d tb.1Dk tbll de!'ioit tor eJ.at>t­
.mtha woal.d be a good deal _,re than !'OlD'. 
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1Jel.l., the ne.zt badget wou.l.d be !OlU'. 

I abo:tl<! ~ 1n the next badget 1t o"'ght to 
be eos~ere between two en4 ~N 
aDii three. 

I w~ rather IUilte lt !our. 

•.o~.t OUJ" llmc:heon co::tfel!'e!lce oo Oec e.l>er 12th 
J OU reqoeate6 a state.-t &bowing wbat aic;bt 
be cone to -ke tu:nc:.s aY&il.able to :'!..l:laDee a 
d et'1clt oTer t t e next eighteen -=t!ts o~ a.a 
mtc!l •• $;4 , 1500, 000, 000 wltbaot 1nc:-ee~ eo. 
;:u~~ C:ebt. Too ln:Ucat..s char; JOU ~t 
e..eu rant to sbo,.. LD t!:e torU:co.tq: ~-e~ a 
s:::aller- J"'lbllc d e b t at tlJe e:>d o: t~s ;>e=-!01! 
c::an DOT euate , 1n -.hlc:h case l t ....... u . or 
coar:<e• be oeceaa&rJ to o l:>t&ll: tuai• 1n eJtee~s 
of m e $,,600, 000, 000 bJ _..,s otber than 
dir-ect bozororln;;; or tau.t1oo. 

: £1 

•ene obrtous course o :' act1oo open to as La 
tbi> poa&Lbll.lty or dec.re&a1J1€ the YOrldng 

bala.cce 1n tbl Ge:>eral FUnd. : DO" e~~te 
ttat tbe wozt<1J1€ !:&lance on .1a.m.ry 1 . 1940. 
w:1ll .-ant to a bout $1, 7SO.ooo, oco. It -"ll.d 
'!:>e poss1ble, 1 thbllt, l t DO new 'Cil!a..-orabl e 
dewel os-nta occur, t o reduce t::1s ~ce to 
• 750. 000. 000. bJ the end 0 t the t1aoe.l :r-.r 
lS.l, 1n wueb ease a bout t 1,ooo,ooo-.ooo 
would be - de evaU&ble tor eurreot ex;=end't:l:Z'e · 
~tber 1t would be rlse, howewe r- , to ecaodt 
c.urael'"a 1n &o!ftllee to so laJ"6'1 a re:!uct1on 
La , I thl.Dk, a - tter tor •err e&rilt'lll cOI!S16er­
a.t1cm. • 

'!!:;& t, 1 thJ.nk, be a beea eban£*1. 

•1hs ~ea:t'J bs carried, •• a - tter ~ pollcJ , 
a mbat&lltlal •o~ balance aDd 1 t bas a.1ao 
ret"ra1.ned rr-- ut1l!J.1.ng tc the tull the S:ort­
te= borrori.JI6 posslb 111t1ea uallable l:!:!ro~ 
!'re&surJ b 11la. 'lhl.a baa a s sured the •-edt.a te 
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afti.J.abllJ.q ot' aul'tl.e.leDt ~ to -•t 
wbate• e:- m · ganq aJ.E;b.t adaa. !tM 1)oea.II'D'7 
baa t.b.- been 1zl a podt1.cl1 to rella,. tbe 
...,.,. .arlr:et ot' mjor t'lna.nc:.hl£ operat1cma 
dur1Jis c l'i.tl.cal al.t•t1ona, .,.eb aa, Cor lzl­
ata.nce, tbe one 'llblcb. ocearroed laa t Septeaber. 
I belle,. that there are daf'1Dlte a4ftllt&gea 
1zl thla pollc, , not ~ ntb reapect to the 

Gonn.e:nt aecur1tJ ~·~• hlt al.ao beCIIll~e 
ot' tbe record TOl- or d-.! e>bl..4at1o-
now outstanding, .,.c:ll aa tllllted Statea Sew1nga 
Banda, Foatal Se~a deposita, ~lo~t 
Tro.at Plmd, aDd -..1 -t• or tbe =111 cre41t 
a.gecc1es or the Go•e...-ent. 

•n:. pl'Oceeda or the aal.e or ob~ationa or 
cred1 t aaenctea or tile Gow~t connl tu:ta 
another posa1bl.e a ource or 1'cD4s. Oaring tha 
cal81l.dar ,--r 1~ " baYe aol.Q ~teed 
aec:ur1t1ea 1z1 tha a.oant or ~ $800, 000, 000, 
tbe proc:eecla or Cllcb. l:awa been u.ud l&rgel:r 
to repac:r adY&Ilcaa pre'l'1oua~ .ada b7 tbe T'rea­
aul'7• ~- tbe a.ou.nt to be obt.a!ned t'l"CR re­
papoent ot' ac1Yaneaa baa uow baen re4uce4 to 
appii'Oltbatel:r $1.00 , 000, 000. 

"'!he eredlt a.genc1aa or tbe !low~nt, 'ttllcb. 
• ' 1 1 :!7 han on d apoaJ.t 1n the ~....a"J "C>rki:n~ 
beJencea to the ~t or -~t•l:r 
$400, 000, 000, ~t CCDceJ. ~ u.aa their 
bonoowlng po .. rs to obtalD ad:!J.t1one.l. t'lmda 
ere. t he ~et, 1zl e:xeeaa ot' t21elr CjiWJl a etlal. 
nee4a. ~eae t'lmda colll.c! then be depoa1te4 1zl 
tba ~alli'J where th e:r would be anJ.J.able to 
-t CW'Nnt GoYe:roaaent ax;:entl!turea. R..e .. r, 
edoptlon ot' sueb a com' .. sis!>~ aubJeet the 
&.WSnhtrat1on to aii&Zp crl.t:1c1m 011 t be g r cnm:! 
that 1t ccn.at1tute4 ua •-aloe or tbe eo~ 
a~ llltent rlth reapect both to the aet1rtt1ea 
or the .. as-ctea aDd to lbe J..la1t.at 1on 011 the 
~le debt. 

•n:. -t 'CIDder the rtrost two 1t- would 
pro•14a not _ ... tball $J.,100, 000, 000, Clic:b 
h far ~~>crt or the .... ooo.ooo,ooo deal.red. 
!'o obtaJ.n this .,. 1t ~. tharero ... , be 
Mo&811&1'J to •liiPlOJ e441t~ ... .-. ~cb 
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conrlict rltb pre,.lou.a caor:itaenta t o eon.::-resa 
and inv-olve basic ~-eatloa. of eurrency and 
cooeta.ry pollcJ'. :l[u.surea .Olc:h are legally 
possible include: 

•1. Uae or S t.a.blluat l on ?lm4 Gold. 'Ire have the 
:utbority to t rans f er to the ':reaaury the 
~1 .eoo .ooo.ooo of gol~ no• bel<! for the a ccount 
of the Stel:>lllz.atlon Plmd. U exercls~ this 
woule provU e tl .eoo.ooc.ooo for the ~=.rr 
worllln£ b&l&nce to -et p-oapectl"e expem.ltures . 
It 110ul; on :!:e other ~. lea ..-e the ?tm:1 rlth 
only a bock c re<U t against 'lblc:b 1t oould :1 :-sw 
a t f.lll" t i=. If the current ol)eratlons of the 
Fund sbould rec;ui re more than the pre,.ent 
t200.ooo.ooo wo::ic~ l:>alance . l t ~oulc he neces­
S&l"J f or 1t to draw &.&alnst t!aa book cre<Ut . and 
tbe 'r-re &. suey 1n tba t e v m t would !::ave to find 
new -.:mey te ::eet such ..-1 thl!ra..-.1. 

• rt was clearl y n o t contesplat~ at the time 'lhe:t 
the powers 1n the C<>ld Feaene Ac t rl tb respect 
to the Stshlllu.tlon Fund ftr8 extended that its 
gold asset~ would he used to ..eet current expendi­
tures . As Secretary of the -rre.sury • I ba ve 
repeatedly a d vised the CollSreSS that U . 800. 0CO. COO 
of mta Ptmd 1s s till held 1D the f or,. of gold 
and that there 1s n o 1nt entlon of us lng the t 010 ld 
for any purpose other than to -et Stab1 ll:tat1on 
Fund requi.re=enta. ~ " bet: these recr.11re=ents 
no l onger e.rls t would 1t !:18 a p .,ro;>riate to al locate 
t h e a ssets fo r the retlre:an t of the p1bl l c debt . 
and e ven t:ben C:e prope:" Us.l.::i; o r ~ls use of 
the Fund waul.C lnvol"e t\lxd~ental ques t10:1s of 
:none tar:; and currency po:lc: y. 

•xx. l!se Si l ver Sel.,;n i o ... §horor Is~ce of Sll'fer 
certl fieates . ':'e titve a u i'i ty t o issue ~lher 
certlfica&s u p to t he =one ta.r,- Yalue (~1 .29 an 
ounce ) o r the !'Nie slln r no• 1n the ~asury. 
I f exercised , tbls would increase the &!00\lDt of 
f\mds anilable to :eet expenditures bJ' a bout 
~1 .soo .coo.ooo. 'lben the SUve r Purchase Act 
T&a appro,.ed . • e dec ided to h e ue sUver certi ­
r1eate" only up to the coat. of t h e sll rer • and 
to a et a sid e ~ ael(;Diorat;e 1n a special t'Und . 
aDd not to t rEat 1t • ., an ordlnal':J C-o..e rmoent 
receipt . 'fh1.a T&a a 4ee1a1on not to use a 
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811Detar," de-dee tor the pupoae or leaa-­
llls the a.o1mt or plllllle debt borrowiq. I 
atlll balle't'e tbat 4ec1a1oa -• wlae. 

i~~S~~~~~~~~~.~o~<J~of.~...ud b • t rau•-
ra:r"od to the ~ea. 1h1a LD~nt 
ba.lanee ... appropri.atad or autllorisad to be 
1111ad tor apac1t1e ~·••• -17. 1.oana to 
l.ndv.at:rT ~ the Padere.1 !leaerYe l!mka and 
~nt to the Pb1.llpp1Dea 1n caanects.- with 
the ~ets.- 1n the • •19lt or tbe gol.d dollar. 
Aa 1n the eaae or tbe uae or the Stab~tlon 
Pia! gol.d and the aU n r aeJ.fSillorage • the 
tJW>arer or thu 1ne..._t to the working 
balance 'IIIOulli rais e a qaeaU.on or .anet&r7 
pollq. !!Ia ala LD't'ol't'ad• ho .. 't'er. 1e not 
lar68 am 1ta tre.nare r woul.d heft llttl.e 
pra etl e8l. 1aportanc:e. 

• IV. 'lbllre 
an 1D"oked• 
would .alte .t"GD:l.e 1on to tboae 
-rated abo't'e; -17. fUrther d e't'aluatlCID 
or the gol.d dol.lar. e1eh • 'Ou.l4 pro-dde about 
~.loo.ooo.ooo P.loo.ooo. ooo u 1t .. re reduced 
1D .. 1Ft to the fUll atetutorT lla1t; equal 
de't'&l.-t1CID or the aUYer do~r. which would 
pro't'i.de about ~.:!OO.ooo.ooo; and the ue or 
1!1alae earrenq. 1aauable. ho .. nr. oa.l7 UDder 
certain l.llportant reatr1e t 1ona. mleh would pro­
rtde p.ooo. ooo.ooo. I aa not d1aeuaa1ng th.eee 
•aaurea 1n 4etall ror the r•aOD the t I do not 
th1l* J'Oll taw fte1r uee 1n lllnd. 

- - - - - - - - -
·~re are wo taportant pbaaea o r th1a 'llhol.e 
probl- 1lpoll wblcb I ahoold l.lke to -.Ita f'llrtber 
e nta 

1. 1he t~a48&t and debt aspect . m>d 

2 . !!Ia genaral. -•tarT and t1Dane1al aspect. 
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"Te a roe r a ced "ri th a aubaUntla.l deficit to r 
the fiscal year endlng June ;so, ~. ~ • ell 
a s !'or the current fiscal :rear. :cr tl!oo ~at 
ten 78&r& tbe Governzent 'tas :lr"-~ its 
deficits by sel1lng pubLic da~t e~tiac.a 

ba sed on the public c:-ed.lt . ~ ~aei 1h&t !he 
~SUl'J has been able to sell ~u <011gat1ona 
1n the a g(regate ~mount or a;>~:oc>xil:at.~ly 

t25,ooo,ooo,ooo during this pe~~ • .m at the 
sa:r.e time to reduc" the ave:-a..-e rat., <>0 t!le 
interest-beari ng debt rrom ~ .~7{ t.o 2. <:9~ ind i ­
cates to ~e that recourse to ~~~ 1n tbe 
a:a rtr.et 1n the no n::al - y 1s s t lll c;::c> ':D us 
without undue strain on the ,.,~.,,. -..ket or 
unreasonable interest coa ts to ~ ~. 

• &ow aa to the JCOneta.17 a!ld :'1.3L:lcl.a.l a_s;~eets. 
'!be u.se ot the Sta biluatiCD F.:::<! £0l.C , tbe 
silver seigniorage , the gold tne.-eseot balance, 
and t!la r eduction of tbat pa:-t o! !!a ::?easur)' 
• oric1ng balanc e no t kept 1.'\ CO!CII!I=l.a]. b.nka, 
• ould increase bank reserves b:7 a~t ~.c .ooo ,OOO ,OOO . 
I do not b elieve that 1t would ~ SliT1sable at thia 
tilr.e to ..alte reco=endat1ocs to ~Fess mich, it 
adopted , 1r0uld colltlli t this ecu:a c-. to a pol1CJ or 
adding :!w-ing the next ei~te~ =~ a;>pronatelJ 
;4, 000, 000, 000 to the resenes o! ~ b&!:kin!> SJS­

te::. :he :one)' -rkets or t!:.e ..:e= ~, a.-e ,.,,.. 
li..,Ud today than eve r bet'o · e. ~ta~st ra tes 
are at the lowest l evels 1n t!::a ..., . r..:>ry o! fuls 

country. '!'he vol\lllle ot tneirt-!-...s.l 2;>osi ~· , or 
currency 1n e irculat ion , ant! or ex:esa :-eserves 
of oe10be r banks are all at or elo~ to reeo!'d 
l evels. It 1s clear, th~re!'oC"e , --•t none or 
the aonatsry cond1t1on.s that :&1~~ :U.-nish an 
appropriate occasioo to incraase ~ ='"'~erves 
tbroU<;b lHaaures such as pre•1.o=l.7 lls:ussed 
1s pre.sent at tbe ~o::1ent . CUr ;z_-es.~~ ::::DDetar-'1 
pos1t1on alread y :Wee~ the e!!ee~Te -:=s or credit 
can t rola sutt1c1entlJ d L!ti<:Ult. ~~= to 
bsnldno reseMes by such :'reas=y c~rs':.10!ls 
Ytil a dd to the d.llfieulty. • 

tbis is t h e ne w one1 

Yes . 
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._t c:ti&Dpa 1n ecmdltlom _, ocea:r rithtn :a.. 
mll:t el.,..te .. lllmthe DO cne Jmowa. It 1e •PI( • , 

t:be:re~ON, to retaln tr.a.S.. o~ act"- 1n tbe­
t&r7 fia14. eo..t~t DOW to executa tbe .,....ta.T 
-aiiQ.J"ea ~t.d aboYe woal.d reatrlct -cb r...­
doa ot actloD and ellgttt ba•e other gra•e -­
qa.en.c••· 

"To •- up: I th1Dlt 1t -.,u.ld be lAcou.d.s~t wlU:: 

aoo..od t1.sc:a1 aDd -ta~ pollq tor 70u to -0101-• 
1n JOVZ' ~-et .. saa.ge -ror the t1ac:a1 78ar lSKl 
that ,.ou p~posa to uee the -thods 1Dd1eat.d a!lo'ft 

to pre•ent an tnc~•• 1n the public debt o~ lbe 
present statuto~ lJ..alt; a1ch leas tbat J'Ol< ;ropn.e 
thus to ace<Kpllah o•er the fiscal J•ar 1941. .., 
a ctual r'ec!uctlon o~ tbe no,.,,J ..ount or the ~ 

• A redacUon 1n the 8-ral t'uDd b&lance 1n -
..cUDt oot to .xceed one b1ll1011 dollara be~ 
.TenuarJ 1940 azrl J'Ule l~U w1ll probablJ t. E~tL.--.J.J 
!'eu1~le , ~t I th1Dk tbat an announc-r; tllat dLLa 
1a to be dcme sboDl.d be qualified to adalt ._- ... 
declelOD 1t denl.o~ta d-.-1 1 t . 

"I 4o not 'belleYe add1t1cna1 aU•el' cert1.!1~ta. ob"""' 
be 1a~ed (beyond the coat ot the allnr a~) !'cr 

_.,.17 ~tarT r.aaom, wt tbat 1Ul7 ~ ~ 

or thh ~om ot Cl1Z'I'ellCJ abould ba•e a atr1--tl.7 wx:ce­
t&Z'J jus t1.n.ea t 1on. 

-rhe gol d e~ed tor the Stab1l1&&Uc:D ~ 1a a 
eaab resource that can be and aboul.d be ult!.alal.7 
uaed to l'11duce ua. pablle debt , bllt both the cc-.lt.­
•nta " ba•• -d• to Ccngreaa and aonetarJ ""c• • .. e~ 
aUcma argue agatnat 1ta uae at tbls tta. !c::- d:oa 
parpoaa o~ a-ldiJ>& pabUc debt bor'N~· !!Ia -
con.alderaUOD.S appl7 to tbe re-lnder oi tile soU 
!ncr rt lA the General l"''md. 

~ rae •atl«l tbaretore 1a tbat 1n that part. 
ot JOGr badpt -•a• mlch deale w1 th tbe -.s ot 
t1nanc1ng Ule ccot-plat.d de~1c1t tor' tbe n.ca1 
J8SI' ~ JOG JDd1cate that the greater' part or &:!» 
d.et1.e1t lbou14 be ~ineDcad bJ an ~ 1n U. 
pabl1e debt 8Dil that 7ou au ror - t t ot u.a 
SacoDd Ubert-, 8oGd Act so as to lAcre&ae t:be ~ 
•tbonaat1- rr- t-~S,ooo,ooo ,ooo to $50,oco,ooo,ooo. 
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•u -Y be =-~'l'abl.• ~~ =!d.!Ucm.a ~t 
a.rl.ae 1.n the IMXt ,.. a.r DO<! a ~~!' ..:.1 ::b wolll.d 
~tit) tbe use or UQ" = dl. ~ ~ :'eSCim"eea 
llsted al:>ove , but to aen==e ~a~ t!Jat 
they a re to be uaed te~,. oo:.- =t ':o!>e jmot1f71n& 
caodl. t 1on.s IU"'I p.rau~t we-::: see: 1::0 - to be a 
lld.a tU.. be ca=e 1: • ....a_.. :-:;-~,.. 7t:1f:Z' t:reed= 0 r 
a eti.o:1 aDd a.1s;bt ~ a;:;::: '-e=., ·:s dth res;.eet 
to our !1sca1 pollq ~ ~ -~=sl ... :ia:s&e-e 
'tlle pul)llc e:red1 t •- 4 ! • • 7 != :.& _, ,. ;:ocr· o!' t!le 
aets or tb.1a &cty1of·t:a~. 

'l!l&t 1s s well. ":l!ia~ ts ~ =• ~­
~•:r 1 t would he • ::t.Ls~. ~ : -=:t to 
::>U take • • It su1 : s ,_ • 

T!»t 1a wb&t; thls ~q:> • l-=' -z: =• -.s to dr&J't 
SOIII8t~ tl:at TO~ l "c.-5 

1 ou ( !!&Jles } e.&!> ea..,.=·· = =: • u 7= UJce • 

I a= so rar ~ be1.::..c; a:=. ~1: ::w= ~s sort or 
thi!lr that :zrs eo=eat ~·= ~ *'"'l"t1l &:1~. 
bnt I can j':l"t say l:b': : ~= ll.s~ to the 
tali about t!L1.s t ~ ' -;;: a=<! r-= &:>! ~ !:aTe ~" e.lS sed 

1: be!'ore and re .............. 1::6: tl»::-e t:c> or three 
.,.,tha sao ene at ua: ~ : :a:=. ~: JJ:J reelJns 

-· that I -· O;,>iiOMd to !:, X': :=1.s t!1ina !:leN • 
l w:.uld sa7 that -~ !No - : ~ llh t o !.J>d1eate 
rii::J pre!erc>oe !or u.: ~. 

I.a tl:at about the -:r ~ ~! 

Yes . that. -xes goo! ~ ~ - · 

I ..S.£ht say dlat I - ::r:o: .......,,,J" !.: a~_.., t nth 
t:be stat 830:lt yoa lall:1e a ~ &l'=' ~ t yoa _, ld 
just aa aoon - :J'II'1C" ,._;._"" £:> ~ to 750 
1111.ll1on dollars . I _,..,. _. ~u 1:00 - 7<>"11 do t.bat 
because .,...,.. be••• I ~. !:t'l'83 • ~od deal or 
.:me:r ror the C~•~t ~ !>eel:!£ ~ the eom!"or ta b la 
poe1t1on ;rou were b ~ .,:.....,. ...,- ..,., yo1:1 beven't 
relt tbet TOU be~ co eo -:;c -.~n ~ yr:srJ didn ' t 

~t to. I weal<! L!.b ~ - """' at:e;y !::1 tluot 
pos1t1cm• tnt I c!cD'~ ~ =a-: 1s ~" ~erloua 
e.s tbe objectt ca.s to 4:>'~~ ~ :o~r ~·· I 
thl.nk !be o tn.:r t~ ~ ~ ~te "lad. 
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3ell : 

3ell: 

l!. X. Jrs 
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George, J01l baY& been ver:r quiet . Do :rou want to 
••:r aosethlngt 

lo, I put a good -n:r boura working on tbat laat 
dN.l't. 

~t au1ts :rout 

Yes . 

Tba o.U:r ~stlon I bave, llr. Secretar,., 1s wh ether 
or DOt 1t 1s abeolutel)o necesaar:r to increase the 
borrowing ~gin. rr there ia t o be o.U:r a det1c it 
or four bUllon dollars bet1rean now and the 30th or 
J~me, 1941, and 1! b7 dropping :rour working balance 
1011 can pick up a b1111on dollars and :rou atlll 
baTe aOMeWbere around four b1111on dollara additional 
borrowing -rgin, tba t g1vea :rou the billion dol lara 
to tab care of an e stimated deficit or four billion 
dollars over an eighteen months period. Certa1nl:r 
with a -rgin of a billion dol la r s and an opportunit7 
to go to Congr.n a1x months before the end of tbat 
period 1t additional borrowing margin 1s necessary 
be<:a'1188 Of uni'oreaeen developments, it -7 be UD­

DSeeaa&rJ to r.co......,nd an increase in the borrolfing 
~gin DOW. 

I don • t think theJ gave :rou the t1guru rigbt. 
June 30, 1940, keeping tbe balances a pproxtos.tel)o "*'- the,. are , I told Congress wllen I testified 
laat -ek tba t the debt l .Udt would be 44 billlon 
plu.a . 1s tba t r1gbtt 

Yea . 

llb&t did 70U figure the ba lancea aret 

A billion and a balf. 

Seat Well, we will aa:r i t is 44 plu.a. All r1g!lt, 
let•a subtract tbree-quartera of a b1ll1oo dolla.ra , 
-.bid> would bring 1t down to 4:1,7. How, we are 
NJming at a deficit - do :rou ( llell) tbJ.nk the 
det1ci t ia l!l)ing to be •••• 
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S. Jf. J r: 

Bell : 

H. li. J rz 

Pol e1: 

H. !i . Jr: 

Po ley: 

H.M.Jr: 
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1 tb1.Dk 1t will be tour billi on dolla ra 1l1 
1940. h are hal!' through 1 t no•. 

1 ..an the n ext t1se&l 7ear, the det1 c1t . 

On the beau ot t he t1gurea I gne 70u, I th1nlc 
t!le deficit • Ul be somnbere aroun4 2 , 8 . 

&lgbt e m JDOnths! 

!lo, t1ace~ T•r. I aa going no• t'r<». the ti.rat 
ot .JvJJ, 1 40, to the t1.rat ot .Jnl7, •u, which 
b twel•e JDOn the • 

1he t1gurea that I ga•a 7ou, u I rec~, sbo.....c! 
a d et1e1t ot around 2, 8 . We got three b1111on 
dollars 1n the e stimat ed receipts, eo l t bringa 
1t dolrn t o 3 , 6 . I th1nl< ther e are ~7 1-
el~t.d, • h1eh •111 be put back 1l1 Congresa, 
that that detl cit rlll be nearn ~. 

Let ' s call it three. You ~ve got 43 .. 7 to ran 
another six months, and 70u have got to add a 
b1111on an4 a halt to that tor anotber six 
..,ths, 11b1eh brings it a bove the 45 debt llait 
to the end ot Kr. Roosevel t ' s present tar-.. See 
trhat I -an! 

Yes, 1 aee • bat 70u sean, Kr. Secrat&rT, and I 
.. sa.Tbs · • •• 

I ean• t aee •••• 

:£9 

1 baven• t cheeked the t l gures. I don ' t lcnow 11bether 
there haa eYer been a lega.l check a a to .mat the 
debt ll1eurr1ng power 1e w1 th1l1 the 45 billion, I 
-an recentl7, the thl.Des that can be el~ted, 
that aren ' t under t he second U bert7 Bond Act , and 
just axaetl7 mat the net legal debt 1a at the 
pNMllt ts-. 
Iell , l et - restate -.:t poa1t1on once .,re without 

fatting 4o-n - I don't ant to quibble . !be 1a..­
an ' t can we pi ck up a huadred here or two lnmdre4 

here or three hundred here, tba t 1m ' t U>e 1s aue . 
'lhat 1a wb:r I aa not • •Ung -.:t t~ tr71n8 to t1Dd 
ont -.ether I can pick that up. '!'be 1aaue 1a, &ball 
the Prealdent ot tbe 1ln1ted statea aa7 to the pab11c 
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tbat a t the =6 of eighteen aceth.a tr= , ...,..,..,. 1 , 
1940, the ;r.Uili: debt wU1 be lesa Uan 1t u «> 
J&ll'UII..rT 1 , 1940, ue, throuab ualni; ~ -n.o::s 
-rge.ney derteeJS 11h1eb han been ghea bere. 

Tbere 1.s DO d~erenee between u.s .,.. that . 

I aa7 u.a t I c.an~~1der It to be tbe en--n X: stake 
be can .all: e . lJI tb ere 8llJ d1 t'! e.......:e! : _..,, 
that::.~ .._..,l d ecae out - 8lld tbat 1a .:a; ~e !laa 
got 1.D a1.nd - and ~t a p1eture •-~ -,. t:.t tbe 
publle debt em Jul.7 1, 1941, rlll. be l.tss tba!:! the 
publle ~b't La em Jamoar,. 1 , 1940. 

I ~ rtth you.. I tldnll: that • aa ld be a 3:1.s take . 
!be aext point I tb~t 'lra S whetber - LS: !ll:>ngresa 
=• to in~ tbe debt lbd.t aDd I aa pt Uk!>l;; 
1rbet.ba r t!:a t 1s neeea sary • 

.Lll right. I bellen tbe a1ter::~at1n - I ~·t 
'lr&Dt h1.lr. to sa~ what I baYe juat aaid , 1>-....:snee 
I ~lnl: 1n the !1=-~t plaee 1 t m uld be~"' U.. 
t!lJ.D8 that ;bey ben been a eeualJl€ ll.1Jt o: lb1ng 
each 7ear IUlld .nid> be nenr did do and 11tUeb !>e 
a.a 14 !le .:.u..ltb ' t do, but be aa1~. -::- .a:t !:!:lo~s 

elubw 1n :rq closet for eaergenc:7 when 1t ~-·· • 
'lbe e.e~ey ~ct ' t here. I pereoaall;r t'"-•-~ 
tbat b e eoul.! l"'t tbe burden just the - 7 I ~" 
said publ1ely two or tm.e ti.:les, ~t .so;:a..-e 0:1 

tbe ah~ers o: Oonereaa cere 1t te~-

Xr. Se ere t:a.. -y, I tbbk P'o le7 ' s po in: 1.s s.::at W::. t 
dll'Cereat. I don't recall t h at •e rea.ll7 -"•a­
euaaed lt. : jt:llt took 1t for groante.i ~t H 
bad. been c:a.lCI1lated that 1r be did ::.ace c: ~se 
thlnga U:at =.ad been suggested, 1t wo.a:! !>e 
Deeea....-, to inereaae the debt ll..31t. I baTe no 
op1n1aa .... t.ta t.. 

Tba t 1a tile <pea tio n I 8S ra 1a1ne;. 

I ... ju.st aa:yi.Dg , I j us t take 1t rc~ ~ted ~t 
ac.ebody 1r0ulj wodo: 1t out &:ld 1t woa.l.d. be necea-

Dr7• 

'l'bb 1.s e ?res1C.Ct1el 7ear. 'fe are r~ od.!h 
8ll eleetloa. U 1 t 1a pouJ.'ble to £11~ ....-= aa!'el7 
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into tbe Ded: CloagrMe~ Je&r ~tb~ ~ 

the queet1oD or 1Acrea.1.aa the CS.bt Ualt 1a ctae 

bopper -. eo tl:at tbe -ti'J nll be- w:r,-

debt COII8C2.ooe thraQgb a Nbeah of all tba 8i>Z"D& 

that th.la '"" ' "ht ... ttOD baa son• tbro...,., I th1:lk 

tbat .. ~t to tr7 to a~ld lt 1t that 1a pou1b1.e , 

and I - l"'tda1.D& the qu .. t10D. Do w baft to uk 

tor an 1DereaM 1D the debt llalt at th.la -•tllOD 

or Clgagre ... or b)' pe~t'aet~ -.-5 aDd perree~ 

ooneel'fttift _ _. ooDts..zm. .. - bawe b tM ~t 

and pt ow~ l.Dto -xt ,.art 
•• rill l et Dan &Dewer that. 

or ootree, •• ~a..-• t -D tbe t1D&l bad.8et ~. 

but I t.h1Dk it lll.;#lt be poaelble tor us to ...,. 

1Dto .l&Dlai'J Oil' l'ebl'Q.U'7• 19U, unJ.••• - are ldt 

w1 th eoa e II:~ or a ep...S1zl& prosr-, bolt I .a;r 

that men tbe SeeNt&I'J or the Tre&11Uf7 go .. cort 

CD Jul.7 1 'Ill th a fti'J ...U. lJ.a.1 te t1 Oil Oil !:i.e 

borro-1116 ....S r a ced with all tben d "" o!>U.­

tlOIUI, it b a CS._.., diaD&eJ"'"Cle posit.loD to be 

1D. I - J .. t eeared to CS..tb or 1t. I.t ctae 

Prea1dent thtDlre nth thla 'bacl8•t doe t n_u ,. 

ecal)leted that be ean [&t b7 1Dto Peb~, •u. 
tbeD he llight aaJ that, bu.t I think !Ia Oli!Pt to 

po1Dt out at tala - tt.. tbe da.Dpr or the :u.t­

tatlca • 

._t d&D6•r, D111D7t 

I!Xeuee - a lliml'te. You 1D41eate the greater part 

or tbat b.- ebould be ttnaDeed bJ 1Derea••rc ~· 

publle debt. TOll leawe out tbat 7011 ask !or -

•eer '•rt of tot. H ecmd Llberty loe.u . 

You ~ &ail ,_are &JIPN••lna DO opla1<D e t Cl.1a 

u- •• to tbe ---lt:J tor 2-ac:reuJ..na tbe de!B 

11111t at th1.e ... ~ or ~··· 

Be OCDl4 ~ to -· -You baw&D't eean ~ "& •• 

Ulll _,.be w are CD.l7 p1De; to be,.. a - bUll­

dollar 4et'1elt. • 

'Diat la .a.t .. 414 ..,. 2-n tlds !lrat dn.n that 

.. 42.4D 't ... u.- ...t tbezoetore .. wre -lkSJIC 

1D the dark. 
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1Mt T• .,.. ezpreu:laa 1110 op'"'• at ~ 
~-

.All Z'i&ht· 

I d.Lta1 t mow that tlle:r-e ... _,. 1- &-.. 

~- ooat tllat. 

• ~·t:lCIIl about u. 

Y- 41Z 1 t koo• eltller0 414 7011t .. 

:72 

10e :tad..__ t:MnJrtnc or tile ~- .... tt~s perto4 
.ad I j'u t dta 1 t th1llk tlla t •••• 

IlDe. that .. t1af'7 JO'II' 

'l:bG :r- ue aolu& 1lP to llme ~. l~t 

..... tllat tall:ea care or ~ pollrt, be-• z 
~ be bu ~ th!Jl&• 1Jl a:!DI! &lid I ~ 
12lal: )lU1I are MJiDf; DO to both lh~ 0 1D ttb 

ilettel" • . U>d I dClll. It th1Jlk JV1l l1a... to. 

I aal,:J ant to a&:J DO to ODe t.b1.nc. 

Y .. • rmd' I tti.1.Dk he -'1114 r .. 1 a p-eat deal. 
:tapple r &bout tbl.a latter lC JO'II 1Ddlcat ed. 
ntber tb&t lt - 1 t D&Coe&a&r:J to lDc.....­
tibe dNt: lla1t or ,ou -rec1 t paaaq ~ 
-t .., tllat at thla ttae. 

-nat 708 1Ddlcate the poeater part. o~ U. 
def1eU &oal4 ba n.Jaaneed b:J 1Jlc.N&M 1.a ~ 
~e deM.• 

I .--1A! Ui7 IIIOW tbat lC ..,.udlla l.a to ba -.!4 

...,_ -*ID& ~· Cor &A 1Jl~ 1.a ta.. 
~ u.lt 1t oqbt to be nppclll"ted. b:J tbt t'lfJD'e• 
&J.dl Jaatl.f'7 U.t adrlee. Bat - - 1 t do u . 
~ Z -1114 ·~ tb&t l.a 1110t oar ~bl-~ 

~-
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I aa rl1~ to et1c:k to jut the one point, 
taat he doesn ' t do the ailvar certifi cate 
route . 

I a e....ed there wee no other wa:r out. 

I tb1nk it u all right !'rom the Secretary' s 
a tandpoint . but I tb1nk tbe Pr eet.:ent 1s going 

:73 

to ba ve cUrficult:y getting aralnd sho• ing on 
June :so • . 1941. a 46 bllllon dollar debt and 
sa:r1ng nothing about t he bil l i on dollar increase. 

I a.= not quest1cn1ng tl:&t . All I aro sa1ing no• 
1• that 1t there ia 8.07 roo• for ars-nt there 
I • ould want to s e e the are:-nt before I -aa 
a reco .. end.at1o:n . 

I agree rlth this change. 

Does t h i s ::eke :you a.n:r bapp1er0 Rarryt 

that ia wha t I •as for. e~cept that Ed put 1t 
much better. No•• having read 1 t before. I wa s 
d1aaat1s!'1ed rl tb the presentation. After hearing 
1 t again. I a= even more d1asat1s f1ed , but I do 
l1l<e the -.ay you ca::e out , or not reco:m::ending 
&nJ increase 1n the public debt . '!'hat is what 
I ••• • 

Not rec~eudlng a.o inereaae ••• • 

.ln:y d-...1 ~ t tl:e debt 11alt be raised. 1n t he 
use of s a:ae of JOUl' caah balance. 'lbose are the 
two tb iDE ... 

Wa110 cr cou.~se men I waa asked on the Rill abcut 
..q oW> position. it is tba t. i f the debt 11a1 t goee 
a bove 4S, "'that would :you do , l(r. Xorgenthau, • and 
I told ta- pointblank I would Nlea 1t. I to1d 
u- last wee.l< and I Ull going to stick to 1t. It 
1a all in the pepera . I haven ' t got an:r other 
ans-r. If the President aaid to -· "'lbat would 
:rou do 1 f 1t goea above fos .• and • ante 1 t 1n 
writing rro: - · I woold give it to h1lll 1n 
writing. 

Tea . t-ut I th1nlt we are talking about an ei6hteen 
IICOtha period hare. 
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Let • Just aa you tbb0 Ed. I - ""'~ ~ 
to put you on the .-pot 0 bu~ I ... t to &6! ~ 
you and I uoe together o r -t. It _,- !leo.,...._ 
ablpllrled , but 1n thU thl.u;s that s.aza"!>~Xl7 !:&a 
tried to aell the Preald- t h e ~ .ay t;2t 

alx fro• ten ~·• aero. t»t I - ~ !z! 
thla whole letter tha t I doo: 't -..::t ~ :... -y 
tba t . I 11Ult hUI to a~ tba t alJt traot t"Ac !.a 
tour. 

t.ell, I ~on•t coor .ma t anr-ody l::a.s ~ cu a.. 
Prea1~-t. k.r. Secret.a..r]' . ltl .o f~ as &>t;WLta 
agal.Dat the use or aa::ce or these -=res tmt 
baTe been put Ci:>rward lD tb.1a lett.:. I d=1t 
t.h1nk I !:lave uq ~ S •&~• Dt 1d t!: ~ &% UL 
I th1nk we uoe lc a-e.ol.:te a ccor<! . ~ ~ 
thine tb.a t I th:l.nk ,.,.. dCD 1 t ba 'l'e :;a ..:S .1:> t!>!.a 
l.e tter 1a tt&t l t la a t aclutely ~aces~ :;::.w 'llC 
a.ak ecac.resa at tl:e Ccrtl:.coe!ng s••src-= ~ 1::a.:.rea.ae 
the public deb t llalt t'rca 4S to SG ~:;tn<..., «'oll• ra. 

You &M I are 1n • ue-nt and ,.,,..: t... lllll:ll:l a:-cn•t 
1n &Dy dls&gre-.:lt. 

I aay I dan • t lr:now. I .. rt ~~ e. ree<::R-
celll1at1on aa rar • • I - coo:~. '!:>e e l 
d ld l t rt tb 1nadequa te lnt'ozwatlcc.. 

u a -t te.r or r. et • 1n dla eu.a s!..q c:bU: u-ttEr 
l&at lllgbt we toek ODt tb&t ~ ;;u: lt ~ a..r-..a.r 
diz:mer. 

You tbouldn't ba.-e eaten. 

ODe renew a a.ld be Ulred lt ~ t t -. a ~~te 
re~tion aDd we put 1t back. 

I agree d th you0 Jlr. !!ee.reta.ry. l t -~ !:ie a 
ala tel< a to ~ to .._.,. tba t lD J'=e ~. lSU ~ 
public debt ...,u.d be leaa than 1t ls ac t2le 
firat or J'~ry. 1940, or tb'" Xtb o! >e .,.,r, 
1.1140. 

1lb8n 1s lt poaalble to :oelae tb.a ~~ 1.1sltatl::m! 
It ls poaa1.ble to ra.lae 1t a t raq ~. ~·t 1t, 
at uq aeaslon or eoaor-aaf 
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Yea. 

So tbat he doean• t baYe to do 1 t 1ll tbe nrat. 
aeaaloo. 'lhere la no queatlon or tb&t • 1a tbere' 

I b&Ye yet to bear wba t the ~er 1• 1D 'd.iti.D&. 

(8:l •••• 

:75 

Ob, wbatT Let's apedt1ca.U,. bear what t he ~u-
1a, 1lba t c<n41t1ozus -..ul4 coat rent - ..m,. tbe 
'.!rea.IIUr':J bas ot be r ca sb a aae t a tJw t U t!::a t lr: 1Dd 
or com 1z18ency should arl ...... 

':here la a poaalbllJ.ty 1t • Ul. be ror~ 1.n b:J 
other borrolriD£ powers, 1.nto U:aae otbar ~·• 
bat I doo ' t want •• •• 

IT C«<gress 1s 1n seaalon, l t can alwa7s ra.1ee 
tbe C:.ebt ~t. It Co~eas lan't 1ll usaion, 
:JOU can calJ. a epee~ Cocgre... Ir CCJ13oresa 
11111 • t 1D aesa1CIII aDd you can • t call a SFf!da~ 
~ress, you beve other &e&na tc resort to. 
lbat are the se clano;era' 

I woul.d sa:r that the Plnacee 111Dlater ... Jung a 
apse~ Cocgresa ae a device wllere"b)' be ::oeets a 
rou tl.De a1 t'aa t1 Clll 1 s ce rtalnl:r •• •• 

I aa ilr;preased b ;r the vaaum .. a W'1 tb wlllcll these 
~era are s11J't'OI1Med. It 1s ~:1::e; . A!'ter 
lll.l , • are pla;:r1.n& wi tb a cost tc the Gon~t 
or aaaethl.Dg Uke 50 to l CO &llllcn do~ a 
year 1n interest. 

Senn hmldred .U.Uoa dollar• a yaar. 

lo , lt 1a 100 111~ a year. It 1s eaa:r ...,. 
to t'lgure out. &Ora U you ac~te 1t, aa ::roa wtll, 
becauae aacb year lt taoda to 1Dcraasa. 1!>ere 
oaEJ>t to be acme apeeltle d&Jiaar apedtled N tber 
tlaJl the sere a tat-nt that :rnu ~be~ 
111 tb -• ldnd o r -rs•ne:r ,.ou _,. not ro..,•ee• 
Congreaa -.;r DOt be 1n aeaalonJ :JOU _,. DOt be 
a ble to call a apee~ ~:reaa or reaort to ;rour 
.~P•c1al po• ra • • • • 
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alla-a ~ to be lD a pod tlon w1 th1n a 
r- .:Uths 01' ball a J~ Wbel'e be baa to ask 
ror • calling or. apec1al aeaalon or Ooner••• 
In OJ"du- to aeqa.1.N routl.De l'unda When be bad 
ul tbe tboe 1ll thlt wro rl.d to aak tor them be­
fore 1.a abow:1.q trr.aponalbllltJ• 

~ I Inte~t Ju,at -e ainutot llr. Boll told 
- and lb-. ~d s.ltb tbat tho Presid ent baa 
to , 1n I:L1.a ~t -•sese. lepllJ lbow ho• be 
caD ralee the ,..,..., • 

J-t t e ll -. 1a be rlf;ht or wrong! In tho mln­
utea, r ba~e pt a praaa ecmfereaee . Do :fOU bold 
1dth Eel~ OJ' c!ca1 t ~! £xcuae 1110 for bei.ng klnd 
~ .tlo.:-t. • 
Read the abort paraooapb .• 

Woul.d 701 do th1a tor _, I aa not tee li.ng terrl­
b~J - lL Qo l.Dto • hllddl.e tr1 tb Dan and aee 1t 
the We> o~ JOU caD 1 t ~ whether the President 
doea or c!<>._•t, becaue I tb1Jlk lt 1a terrlblJ 
l.ap>rtent. hat t!:e t.o ot J OU go into a bud~a 
aDS tell - ~M'O· -ro1JI&· 

S=e, ~~· I c!ca ' t know what Dan aeana and •• • • 

Woul.d J OG a:!.lxl! ADd tc.)J'I'OW 80rnlng, tell ae, 
be-- lia.ro~ Sa:lth concur~ rl t b Dan. I think 
1t 1a 'ft7J' ~"-t· 

I don't aee :bat that la JOUJ' reaponaibillt;r, 
lb-. SecretarJ-. 

It 1.a o~ ~ ra~h1llt7 ethleUIJ, that i f 
1t 1a the:re lt .la up to - · I think ethle&llJ it 
1.a up to ae to br1q 1t t o the Prealdent 'a atten­
tloD. Y- ~t •J to -, "117 eon or •J rl t o 
ba4 a che~ a_.-t and I Jmo• 1ha t tbeJ ba va 
-erotn- lt, alliS ~. -..11, lt 1a not 1117 
......-1b1llt7, lt la their own -ne:r,• but I 
t.bb* 1t 1a .. to - 1 t tbeJ are onrdraw1ne; 
to tell u- .,. 
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But be baa an officer whose function it is to 
tell h i m wb& t hie obligations are under this 
Act , and that officer ia not 1n tba Trea•llr7• 
Be i s aware, :rou know, that be is responsible , 

:n 

But he hol ds to this - well, I can't change 
myself. I still would like to do it. 

You don' t have to say it 1n this letter, but I 
think before th i s budget message goes u~ the 
PNaident should ask JOU· 

I haven ' t seen the Pr esident once in the last 
month that be hasn't sai d something about his 
budget t o me, 

Oh, there ought to be a fonnal notification. 

Ob, I am not going to a&:J i t 1n a letter, I want 
to know was Bell right or wasn't he when be told 
the Director of the Budget and me that you b&ve 
to do something. I woul d just like t o know for 
my own info rmation so that if the President said 
to me, "Well, do I or don't I , " I would like t o 
know what ia the correct answer. I am ever so 
aucb obliged to ever:ybod:y and don't an:ybody feel 
down because I haven ' t taken their advi ce, and 
afte r all , that is wby we have conferences . 

You are not looking a t me , because i f so , I would 
have been dqwn as bell a long time ago, 

~t i s unfair to yourself, 
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!hie ia in repl:r to :rour requeet for a etateaeut ehowUig 
bow e deficit or t4, 600,000,000 aight be N..nanoed during the 
next 18 monthe without adding to the publlo debt. 

It will be possible to tinance a det1cit or thle s ize 
without adding to the public debt in the !olloving aanuer: 

(1) Reduction or the cash balance nov in the General 
Fund, including $250, 000,000 or free gold, to 
about $500,000,000 $1,250,000,000 

(2) Iuuance or silver cert1!1catee asainet free 
sil't'Sr in the Treasury including current acquisi-
tions 1,?00,000,000 

(:!) Raplaoecent or gold 1n Stabilization Fund vlth 
dollar o.red1t 1,900,000,000 

(4) Release or the balance or the increment rro. 
t he 1934 revaluation or gold, hi therto held 
tor the Federal Reserve Banks and Philippine 
Island a 

(5) Repayment ot !reaeury advances to governaent 
corpor atione 

142,000,000 

100. 000, 000 

$4,992, 000, 000 

(There are other executive powers wbioh, if lnYOked vould 
make funda available 1n addition to those enumerated abo't'8; 
ruunel:r, furt.her devaluation of the gold dollar, which vould 
provide about t:!,lOO,OOO,OOO it it were reduced 1n weight 
to t he tull statutory liait; equal devaluation or the silver 
dollar, vbioh vould provide about $:1,:100,000,000; and the use 
of !houe currenc:r, issuable, however, onl,:r under ce.rtaln 
important restrictions, vhlch would provide $3,000

1
000, 000. 

I a.at not d1acuee1ng these aeaeuree in detail for tne reason 
that I do not think :rou have their uea 1n aind.) 

1. Reduction ot the General FUnd. I now eetiaate that the 
working balance 1ii the General FUnd on Jenuar:r 1 1940 ~ 
amount to $1,7150,000

1
000. It would be poeaible b:r June :SO, 

1941 to reduce thle oalance to $500,000 000, 1n which case 
about tl,2150,000 000 would be made avaiiable tor current 
expenditure. A iarge balance hae been carried hitherto ae 
insurance againet any possible diftioult:r 1n our quarterl:r 
financing of aaturities and new money. In dieturbed tiaee, 
such ae at present there ie something to be said for aa1D-
ta1n1ng a large b;iance and I do not thi.nk it should be 
permitted to tall below t 500,ooo,ooo. With exoeee reaerYSe 
ae high u the:r are now and with the additionAl gold that ie 
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'fhla 1a 1n repl.y to ~ requeat tor a etateaent llhov1.n« 
bow a det1o1t ot $4,600,000, 000 &13ht be t1nanced durlng the 
next 18 aonthe without edd'"8 to the public debt. 

It will be poaeible to !inanoe a detlolt ot thie slr.e 
without adding to the publ.lo debt 1n the tollovlng llllllDer: 

(l) Reduction or the cash balance nov in the General 
Fund, including $25o,ooo,ooo ot tree gold, to 
about t 500, 000, 000 tl, 250, 000, 000 

( 2 ) I eeuance or ailYer eert1ticatee aaunat tree 
ail Yer 1n the !reasury 1nclud1ng current acqu1s1-
t1one 1 , 700,000, 000 

(3) Repl aceaent or go1d 1n Stablliz:.at1on Fund vit b 
doll ar cred1t 1,800,000,000 

(4) Release or t h e bal ance or the 1ncreaent troe 
t h e 19~ re't'aluatlon o r gold , hitherto held 
tor the Federal i'.ese.rTe Ba.nka and Phili ppine 
I alanda 

( 5) Repayment ot '!'reaaury adYaDeea to goyernment 
oorporatlona 

142,000, 000 

100.000. 000 

t-4, 992, 000, 000 

(There are other execut1Ye powers vb1oh, lt invoked would 
make tunda a•allable 1n addition to t hoae enuaera ted abo•e; 
namel7, further de•alaatlon ot the gold dollar, which would 
pro•l de about t:l,lOO,OOO,OOO 1t lt were reduced 1n weight 
to t he tull etatutor7 lialt; equal dnaluatlon or t he sllnr 
dollar, vbiob would pro~ about ~. 300, 000,000; and the uae 
or 'l!bomaa currenc 7, i ssuable, howeYer, onl7 under certain 
L!lportant reatrlctlona, vhlch would proYlde ~.ooo,ooo,ooo. 
I aa not d1acuaaing theae -aaure• 1n detaJ.l tor the reason 
that I do not th1nlt you haYe their uaa 1n a1nd.) 

l . I now aetiaate that t he 
on Januar7 l 1940 will 

ar:aount to , ?riO, 000, 000. would be poaelble b7 June -30, 
1941 to reduce thie bal..anee to $500,ooo

1
ooo, 1n vhlcb caae 

about tl, 2riO,OOO, OOO would be aade a•ai able tor current 
expenditure. A large bel.anee baa been carried hitherto as 
insurance aaa1nat Ul:l poaa1hla d1tt1culty 1n our quarterl)" 
tlnano1ng ot -turitlaa aDd new 110ney. In dieturbed tuea, 
auch aa at preaent there i .e ao .. tblng t o be aud tor aain-
ta1n1ng a large be\ nee aDd I dG act th1nlt 1t abould be 
pera.ltted to tall below $500,000,000. W1th exoeaa reeer'f'8a 
88 high aa tha7 are DOW aDd w1th tha a4d1Uozual gold that 1a 
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cer~ to co.e 1D during U1e next :rear, taken toge~er v1th 
the ponra ldllch the Federal. llllaerYe S7atea baa, it neceaa&r7, 
~o expa.nd ~e cred.it base, there can be no question aa to 
the ablllty of the 1'reaaury to raJ.ae aJ17 aaount of casb thd 
it a&Y possibly need through the sale of bi1la or notes, though 
poaaibly at b1gber rates. Furtheraore, until the present 
53,M2, 000,000 of unused gold and a11Yer are tu11y utlliud, 
t hey proYide a ready source of tunda to aeet a117 eoergency. 

2 . Ve haYe authority 
t o aonetary •alue ($1.29 
an of the tree sll•er 1D the '!'reaaury. Under tbJ.a 
au~ority we could during the course ot the nen year isaue 
a p;>re>xl.a8tely $1.7 blll1on Of SilYer cert1t1CateS ldlJ.cb would 
include the silver currently acquJ.red. 

S11Yt r ce r tifica tes baYe always been iaaued against allYer 
a t ~he rate or $1.29 per ounce e•en t hough the aa.rltet Yalue 
!:..sa been below that almost continuously since the 18?0'•· 
.L!: 1tl.onal 1asue of eilYer certificates ia about the only 
lllelf .,.,. we can • use• the tree sll•er in the '!'reeaury. 
Vitb Sl7.5 b11lion worth or gold and t h e expectat ion that ve 
will get a t least se•eral billion dollars aore in t he next 
r ev yeara there can be no question as to the • soundness• of 
our monetary system troa t h e point ot Yiev of neta1lio reaerYea. 

3 . Use of the StabiliLation Fund Gold. Ve baYe the authority 
to t ransfer to the Treasury thi 11,800,000 000 of gold nov 
h~ld tor the account of the Stabilization ~d and establish 
dollar credJ.ts v1th the 'l'reasury tor that aaount. !'o the 
extent t hat t h e FUnd did not draw on such dollar credlt a the 
!reaaury could use the balances for cll1'1'8nt expeocl.1turee or to 
retire outatandi.ng public debt obl1gat1ona. ('ftlere are about •5 billion of billa, notes and callable bonds ldllcb can be 
retired in 1940. It would be poaa1ble to aeleot trots that 
group auch auas as it vaa desired to retire. ) 

to a-ploy t he Fund 1n this aanner ~t be criticized as a 
rtolation or t he Congreasional intent v1tb regard to the FUnd. 
It vaa clearly not co.nteaplated by Congreae that tl:e gold 
a s aeta would be used to .. et current expenditures. B.ovenr, 
Congress d1d pro'l'ide tor the 1nYestaent 1n goYeraaent obl1ga­
t1ou or the aasets of the Fund Dot c111'1'8ntly Deed tor foreign 
exchange operations. Whether the use or these tunds to 
retire outstanding obl1getions 1n the aanner suggested above 
would be regarded as different troa the i .DYeataent ot those 
tunda 1n goYern.ent obligations ia a debatable point. It algbt 
appear to the public ae a deYice to uae the P'wld tor current 
expenditures rather than aa a -an• ot 1nYeataent 1n goYem­
=ent obligations. !'hie 1nterpretat1oe ><1.11 t1Dd support 1n 
ll:a tact that only s 1x .ontba ago the Ma1nhtration aade a 
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last ditch !1gbt to haTe the Stabili~ation PUDd aa1Ata1nad 

tor the parpoae of atabUidng the exchange Yalue o~ the 

dollar. !boug!l uae or the Fund in the aanner deacrU>ed 

above would not deatroy the usefulness or the Fund, it ia 

auaceptible to that interpretation. 

!80 

(As an alternatl•e the Fund, vhlch continues untU Jlme ;50, 

1941, could be tera1nated at any time prior to that dah by 

the Preeident declaring the end of the emergency referred t o 

in t he Gold Reaern Act . l!bould the Flmd thus be ter..1nated 

ita assets of $2 bill~on could be coTered into the T,reaaury 

and the vorklng balance increased to that extent . ) 

4. Uee the balance or the i ncrement reaultiu ~ the 

reduction In the vel t o r the old dollar. ~• &lance, 

in the amount of a pproxl.Jaate y 42,000,0 , could be 

transferred to the worllng balance. ~e incre2ent balance 

vas appropri ated or authorized to be used tor apeo1r1c 

purposes, name1J, loena to industry through the Federal 

Reserve Banke and paJment to the ~ippinea 1n co~mection 

v1th t he reduction 1n the vei.gbt of the gold dollar. !be 

sum involTed, hoveTer, ie not large and ita tranater vould 

have little practical importance . 

s. Bcrroving by go•eraaent corporations to re~ debt 

to the Trea•!U'Y· OOTerruaent corporations can rrov 1D 
their own naae and repay amounta they eve the 'l'rea&urJ. 

'!'here 1e about $100 JUllJ.on atill due the 'l'reasury >ohich 

can be repaid 1n ~s aanner. 

I t may be appropriate to point oat Tariou con61derat1ona 

1nvo1Ted 1n the aae of the aboTe aoaroea or tunda to t1nance 

the dat1c1t. 

1. At present there ere exceae reserves of $5 billion. ~· 

financing prograa would add almost $4 billion, and ~lov1ng 

gold daring the next 18 aonths vill doubtleaa add ae-.eral 

billion more. !be existing powers to deal vith excess re­

serves are inadequate to absorb the present h1gb leTBl or 

exceae reaer....s let alone an add itional $5 billion. It the 

excess reserTBa were increased through the adoption of these 

meaaarea it would aeea all the more neoesaary that ad~tional 

povera ehoald be granted to the Federal Reser.. Board to 

absorb larger aaoante of the exoeaa reaerTBa. 

2. !be adoption of the progra~~ suggested 887 erouae teara 

a:noa« some of the bus1nau and f1nano1al coctun1ty of 1.8pend­

ing lin!lation• . !bey vill also contend that the 15pend1ng 
11Dtlation1 v111 lead to a apeculat1Te 1n•entory booa. F1nally 

they 887 contend that there v111 be an undea1rable degrM of 

1natabU1ty 1n the bond aarltet because bond pricea would rise 

nov and fall later or they might cla1a that fixed 1nco• 
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yielding investments, both government and non- government, will 

decl ine i n price despite tbe great er abundance or investment 

capi tal. My ovn view 1s that any hi\J'III.tul results that IUJ' 

ensue rrom the use or tunde as described above would flow from 

the widespread disouseion that the announcement or such a 

pol i cy would create rather than from any d1reot eoonomio 

consequences. 

3. The cr1tioism or these measures v1ll be exploi ted to t he 

full for political purposes during the oo=1ng months. All the 

critics or t he Adminis t ration v1ll join 1n the cr y tbet ve 

are beginni ng to resort to 1 craok-pot 1 monetary panaceas. 

They will say that Thomas ourr enoy 1s next , t hen further gold 

and s ilver devaluation eto. Huoh pol1t1cal capital •ay be 

made or the bogie or 1 lntlation1 , •monetary unsoundness•, and 
1 wild experimentation •, 

4. On the other band, I need not point out to you t he favor able 

political coneequencee or not having to ask Congreea to in­

crease the perQissible publ i c debt th is year. 

In the light or these consider ations I would like t o make a 

recommendation as t o the procedure to be following in U nanc-

1ng the deficit or $4.6 billion. In your Budget speech you 

=ay wish to i nclude a statement vhioh would i ndica te that the 

deficit will be f inanced through the sale or publ i c debt 

obligations and the utilization or t he oaah resources or the 

Treasury. 

I understand from Hr. Foley that you don ' t have to speo1ty 

the exaot amounts which you would do, either, so t his mignt 

be a way of handling it. 

Duri ng the comi ng months the Treasury v1ll then proceed to 

decrease ita oaah balance by $1,250 mill ion, utilize \he 

balance or the gold increment or $142 million and raise 

$100 million through the repayment to t he Treasury by govern­

ment corpor ations. Thus $1. 5 billion or the deficit will 

be f inanced with existing cash resources1 
leaving only $4.1 

bi llion to be financed through public deot obligations. The 

bulk or this amount will be raieed through the sale or 

United States Savinge Bonde and Social Security obligations. 

At the present time the debt or the Federal Government subject 

to the 11m1tat1on or $45 billion in the Second Liberty Loan 

Act, ie $40. 6 billion . An add1t1on or $3. 1 billion in publi c 

debt obligations during the next e1gbteen 11011ths w1ll et111 

leave the publ1o debt below the legal 11111tat1on. Tbue, 1t 

will not be neceeaary t o aak this Congrese tor an 1noreaae 

1n tha debt 11m1tat1on. 
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TREASURY DEPARTMENT 

WASHINGTON 

De-.. 18, 19:19. 

Re: BudS!t action on Pr<>C~~rSent Dinoion eett..w. 

'fe were not1tie4 SaturdiiJ' IIOl"ll1Jl8 or the &ll0111Ulcu -.de by tha 
Bureau or t !le Bu46et on the eoti.Jiato or the Procv..nt Di'riolOD tor 
the fiscal year l94l , 

AJ> u cruse o r ~.ooo - • allowed onr t he approprtation tor 
t!le current year: $230, 000 t o permit a 11lllt e4 tro.Dater o r eaers.,.cy 
rerso:mel to the ~nt roll , a11d $1'1:1,000 fer a tatlatlcal lll~iea 
perts tntng to CoTen:.ent: pu"'Cbasea. 

5o lllc:rease .... allore4 to -r the ezp&n.sion or the ~"' 
Dinaion•s preaent pureheal.llg tunctioDS •• the Deparbo:>~ had propoae4. 

This ceana that Uf extension of the work or the Pro.,...._nt Din­
aion , alo:~& the linea of your instrucUooa , 'll'1ll haY8 to be tincce4 
out or t'lmds to be t ra11e!erred to t he Procur.~ont Di'rislon rr- tile 

approp:-1atioDS cade to other bra11ches or the ConrriZ>IIlrt . 

Budget Director !l&rold S.U th assured : e on Satur41J' Uftt the Bu~t 

l!ur<:au would colle'borete w1 tb t be Traesu....,. De~nt ill sacur1l>g the 
tra:der o: the tw.!s neceosery to pel'llit t he ~t :lin sion to 
t aD OT&r sll 1JipoTtellt purcb3sl.llg !or the noaol.lltu)o br.u:chas or tbe 
Con:'l:>l!.ct 1n the Diatrlot o f Col=l>i a ettectin 1\1lJ' l , lS40. 

lie feels, ho ... nr, tha t tho telc1:o8 onr o r purehasas b tbe field 
sbould be deterred until July l , l9<U, and bio action on tliil bui!g;\ 
ostlcate was taklln accor41118lY• , 

'l1le lle4r1n& ot the Procurement DiYioion eltl.Mt e by the Bouae 
Coo::aittee on Appropr1ot1ona , on tho toregotna heah , io echeduled 
t or to~:oo:rrow ....rJlin&, Deceaber 19. 

CRAftS . 
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JJ. :<>SS """"~ a:: !:>oocr n1D - late Ul1.a a1'tenlocm teJH,. abal>t l:b 

!.:::~-T'-"' 1d ± .,,, , e-:r • C!.c:t o e:::rT"'d ao Sa t'ctrday., aDd ather u tters em­

~.« n t!; the r.:. C:-ec!!~ si'-t.1co· Frost7 Bill aect tis ~uao 

~o ~~last ~. &fie: he bad reeeiTed ..-.1 ~.,.,,~!bat 

o:l:lr ~:!e:rt ...,..,_u ,_,t SM h1.m 'lmtll t e bad tirst sub:d tted his res:1u.a­

:!=. !l:e ~~CD st:atAd {l.) tbat. it was subcit.t.ad •at ,...ar req..es t. 

~ S.C.ta...-;r lta' J re; • (2) tbat Bill !:ad !:.a d no oppca tccl.t;j to~ 

':!z ;:at"..e::- .C.~ :be ?:-es!de>t; (3) tbt Bill woal.d subdt. his rt- C1D ~ 

Cxle S'cl>~ •. to :.l:ot ?:wsl. dtlrt. a t a la t.er date. SW.e £arq 111tor.:Jed E1ll 

~~ !:.e ~· ! 1I1Jb t.c ~ &J:>d d..U•er to the Presl.dect a resip;ati011 

cu:"a' · <=c ~ =-- su~!os am aakBd B1ll to rer..se U. ~tiCID 

s= Q '»CliO!~ e-. ~!-.a& beec wo:-kizlg on a redratt, with the~ 

!-....ct< -, t!;a: 1 ~ sr. be St:bd t1led before 1'edne:oc!ay &amiz:&. Goas tal.c .. 

u' the eatt Bill 1.s """' ~ ao ccnsi.sta at th1rteec paces ..n that 

he !:.as ... ~ !Tea t;T to cct 1 t dcml to the siJiple s ta t-=t that be ~ 

.C~ r..!Ki!os "!oi.s ~U..Z. I a~ested to Goas that to tl:lat. .Uple a ta­

~ !':as~ z:::!.#;t ~ a ~ atati.a& bt 1t had beea a pri~..lei;e to 

1IC:'i: ..C.t!:. a ~~ am e:at he ,.. 1.n tull ~~nth the •+1c!su.­

tt=• s cttc:-ts t.c a-~ tbe cause o! the !&n~er and that he belleTed the 

c:ccpe:a'!! Te C"'ffd1 t. QStea ftPJ 01 e:O: te4 l<J' tbll lam Crec!1 t 1de1 ni a tr& ticzl ..... 

a ~! oz~-ba:t!cc ~ Uia t. md. 

i:o:'~ 1zl the !:::t~..ror nth 'Jallace Paul App1eb)- as called SJ>. 1'all&ce 

c ~~e.~ Crec!it. cro.d !or atirriq 'alP a ~ abcat the 

,.q><>nd ' .-. Geiss~~ this was not u-, ttat U.....,. cirreloped 

' •" ' ;r as ....,., as ..-s o! 'lib& t as to b&ppea lubd oort. ao.s ~ 
se:'..eQ :!:!.a ! de& ~ a bo&rl! o! ....., _,, ,,.,.,,.,1,.-« the Secretar]' o! .lcr'-"'11.­

~ ell! ~ ~ cr the ~. Ex O!t1e1o, the others to replace 

tbo ~-- a:x1 u. Doprt;y Go-ucaa, l.A'rinc mlJ' the ec-'.t.....,. o! U.. 

~~ M!.-q>. ..,, _ 1Ddicated, a.!ter - ~. tbt tha t..-~ 

· - -~Je oai __.We bort OD bc1nc ubd b)" Goes to qf;Ut to U.. Preai­

~ eat~ l.cd: !J:\o u_ 'llallaee ea1<1 be co:W!D' t do ttat. Aa Goa roaa 

to to . ,, _.. tc14 h1a ttat. ba ..W.d l.1loe to baYe hiJo a t.q a.aotl>ar .mate aa 

~ - -~ ai.. be -.tad to tallc \o hia &beat. D>J.a - tt:e .... 
~ ~b)- to ~ E!.ch be c!l.d . .., ..... UleD told Goa tba t te -.r.W! 

l.1loe tc 'bKft b1:a stilT ..,. Loa! Bo1cJr; ~ _... tba xmpoc:ia tice. 

"-:! SIO'S be tel<! w:.J , _ t.bat. be wrrol.d do U>a t ~ llndar no _..ti tiC1Da' 

(l) tb~ 1! b,.,..... called to t.est.U7 be!"" a ~aaal. c-1\tea, be 

~ ~ \o lie !ne \o ~ uac1JJ' 'llbat he tl:eucbt; (2) 1hat 1! be -

.y s!pa U:at * c:oc; a tl:n r -.ara o! hna Crec!it as to lie th .. ,..,. 
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be -t be b'M to prot.et eel it .. OMNIT to neiCJl md f1&bt ca 1lda 1a..... 1Jallac•. ao.. ~. -ed hia tbat be 'IIOIIl4 ·~ botb .... 
condit.icaa. OoN tol4 • that be aa tam. • an ~ otiluw 1a hm 
er.d1t, beWeoll -~. *ich dictat.e tbat tJiq 8boal.d neiCJl 1a a t.q, 
tD4 1be tMr Ul&t tb1• aotSGD woalcl ~t.q <l-.. tM hm CNclit ~ 
ac- h• Uttle ~los- that 8IQ"UU11Ic wU.l. be dau aboat h» idea. .. -w 
• to tllaDit ,._ tor 'lll&t ,._ !lllll dam. I tolcl hia ,..,_ ._.,t 7ft 11- ... bolt,..,. b1a DO hrtbw i!lctioat.ica of,..... 1'1-· 
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!be NC&pt 1a a ....... .c ~ u~ of D I a , 
~. aDd u.. ecllxed. c..n of • 1M ......... - ap t wd~ 
CoM. .. ppl- tal to- q;:: , ........ I I,.~ u , ~. 

to~ nth a cln.t\ of -la!aip:atat1'" ~. Yaa state 
tbs1. it 1a coataooplatad ~ - ;;• tool ap I t ~ be 
s1pad witlda a r. cM(rs .-!. ~ .- u be lllt'=-4 obw~• u. 
~~---~to-;.rt <4U.;uo; I r 

m-t. 

!be Treuc7 Dept ..... ~ _ _. 1M - <4 
1M propoaad -..pi tal *? : ..aU. poo;cti! i* U' 1 
-s baa DOt tGI:Cd ~ - : eusq :JC ~ -.n.stntl• 
di!fica1t7 11111dl -u -----,.,~ ~ - to - ...... 
tbtlreat. 
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!he Coape'Q''• ,.... .. eq-.1~ a\ C:U..X, Colo....to, t'lrDiahoa a cepad~ 

.,.. ~ troa )2, 000, 000 w J S,OOO,OOO U.. fd ~- eo-tahed 1a co..,.mnt.u 

;.a TfiOr · liT lae......,i lli Uae capacit.7 <d tho aUl, U.S.. proc!ueUoa ca,a be .....,llT 

!.xrftSed to u anrac- o r allo'* 42,000,000 to .45,000,000 U.. <>r .,~•a• eoiiU.i­

~ .,~,.,..,.tnws per ,.eer. !be •rl- a.DIID&l cl- tor a.J.r.>d..,. 1B the wo~ld'a 

-.-nu t.o ohtA .... ~ 1a tho ~ 1937 .tlea u --- to JO.~.ooo lb. or 
~ezr-a u::r"..a.l..lled ia proc!act.a. or thU oao'lZit cu-x ~ed abom 22 , 000,1Xn 'CI. 

h do~ it.a price pollq Uae ~ -~ bad. ia a i .S 
~ ~ioa or the iBrt et tor a.qw • ..,.. Ia pesldoc thtt a.1a tho orcaa.battoa 

;roe~t!!ded oa tho besis that a ao!Bl aar!<et to~ ~.,.,.. colllcl J>. os tabllebed oDl.,. 

,.. ~u ~tual Hrits , &ad "D.'! 0 1 ITS ll!lUTS OI!..T" is Uae ~·· aotto. 

lflth ~ id• iD dew the lsbol"&tor,. a t Iletr.>it, llle.!Ugtu, ope.ntad h7 the 

~ ~ s:i>e!dia.ry tao... u Clhax WolJ!>d.,. ~ o! lllclrlgu, ... , eetabllshed 

~ :m. thia ,.a or u a ~·· opentioa hu e:>artuUJ- upuded lta actlrlties 

:..a ~· ~old or rnearcb SDd tert1ag utr.ia.U u 'ftll as iD sttrlca to tho 1ndlllltr,.. 

:t U !"~ad U Ul aatl>or l t;,. OD the s:i>j&et or a.l1:JT 1roas ucl &110)' etaale i a 

~- he l.a!'onaUoa .tllch 1s obta.iDad h7 the Lsbo:"'tor,.' a actbities " "' hT the 
=-~ ~ch it UIO>i>1es iD cooperation 'fitb Uae i ad"'ti!"J hue o.Di! OtRiid& o r the 

:::!~ ~t.a• ia pd>lished ~ t1ae tc t1ae iD book !tmt uod c!Utdbutecl to tho 

~·~ !.D..->utr,. u well as to others tto are iD~. S1ll:!l as lml.nrsitlaa ud 

•:'Xe-;.s. ~ .... ill 110 c:!>L,e ~or the"e ;'2>U cauo,.,.. 

It dll be aotecl troa the sttachad datA o" p!'leu beciaei"' with 1920 &ad 

.., ~, C.o end or 1938 that .~u.,.. rlth the ,.ar 1~ U.a ~ reduced ita price 

;r~iTelJ lllltU 19.?2, troa which tlae oa the.--e '03$ ;raet.lCAUT DO chat~~>• in price 

n:-r,>~ ~ the T&Sr 19)8 whea the price r or .. ~ ... - COII~aed iD CODCOI1tntes RS 

:U~""" ~ 70# to 75f . !he objeet 1B dot,. thia .....,. to ut.a!>Ush a dittareace iD 

=~eo ~·nUac aore c.1oM4 Uae C:O$t o! eo:nrsto:c. 

Uteation 1s a.lao called to the raet tlnt. h 1m'lar1 192:5 C1t.u otsrted tc 
~..re.et..,.. C&lci- .. l;f.>ohte. The introd,tioD or Cslei• .. l.Jbd&~· hT CU.ax .... 

u !.aport.a:Dt trrl at J.a the bbtor,. or the ~- !he cost o r ....,aracturt oc Ca1c1• 

'lo~_,.te 1s llOICb 1onr tha.a tho eost fd -=tactcri:lrc P'e.-ro lbl;f.>den•. C&lci• 
~-t. dispLaead the e e or Terre .,l;f.>d•- to a lerp ut.ent and the 1adnstr,. 

wu ~C>afitUcl l>T the ditrar8llca b C.e price, u ~ niAieat tr<a the attached data 

"" 4~-tie prlcea tor the period or 19:!0 to 19)S iDelain . 

I a r-on eetbc OD the~·· price pollq ~. rollorl.ag raetore obould ba 

~..,.. iD aiad, uide n-e. tho procresai...., reclacUoa ia ;>r1ee dan"' tho Tt&rs 

;n<:ecii.ac 19)2• 

l . 'tho ""P"..._ or the aar!<et h<>• ol><>:lt 200, IJOO lb. Jl6' ,.esr to 

·~.000,000 n.. per ,.eer 1s ertdoac,. that till e!'!ec~ ~ tho Coapo.'1J''• pricae ror 

'la:.T-<iUJa oa a.}Jt>d- atooU and irom lett u.e- st.Hla 110ro tha.a eoapetttin 

9'!t.3 other allOT steels aa! irou. 

2. Dart,. the tat'leUon peri od a<! tbrollgb>n \.bo depression tollorlng it, 

~. ~· pollq 1 , _, -.tat'lwaeod h7 ~ eeo~c dlstatb&DCt iJ 1D ract, 

!.:r.-.1 fd 1&~ prie .. d...-1og the tenaUoa ~od It recited its prices; and 

~~ ~ be IU\ell 1a pudac that lo)" dolair • It ~ tho - or a.l1b<lea•. 
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:94 
7 1 MdW 

h tile - ot .no, RMla tlle:N 1e u all"7 crtn wbic:ll - ... 
~to tile llllVT ..... priee. 1M all"7 crtn tor~ ot Ule orta.!ud S.&..L 
IX r..-r _. ...q... 1e recuiar.q ,...,, ' '. !b1.a ~ u ...... ~ W. 

!U----. .-lTt 

1) !he a....-.p eon ot u.. allDJ'a pn...t. 
2) ....ra.et .. im& ape-. 
!b1.a latt.er it- ...n .. wttll the t;ne or atee1 Uil u.. a11o7- ,.. __ 

uo5 5a111!• a l&rc• ,..,...., ot factors, .,.. ot wb1c:ll are u.te4 ~-

1) !he ftl'iO- .U.., IJteel.a requ!.re 41tf.....m V,... ot 
... t to,. •• Ule 1acota 4w to U..... aol1d1tieatio1t 

o!loln.c:t.er1rlie.. t!o1& -- that - IS'tMla reqalre 
deeper c:roJI¢111 tllaa otllera resal.U.. ill lonr 7iald, 

2) Saee ateela bs ... p-eat.er ecal• 1oaaH Ulea otllen. 

3) Cllippl.Jw c:oata 'fiU7 w1 til tb t;rpe ot ateel. 

4) Po; 'arlt)' ot tile aaal78iaz U the ateel u popolar 
&lid l .a at.c>c:Dcl ill arebo....,a, U. peralta u o1ltlat 
tor tl>oae lleat.a whic:ll do eot tall t.nal7 rlt.llio the 
ll.ll&lJ'&ia spec:1l'1cat1oL .la ae ua.ple, a ....,.., 
a4bt pla.ee .., artier tor S.A.L 4140 (~,.) 

n-1. ltter U>• .... t u - u.. ateel - II' 
~ tiaeher the\ eerte1a lle.rs rolled bca Ule .... t 
(taU u .... u..r ditf......,. be-· Ceztlo• ateel ... 
lllOJ ateel, Carl>oo ateel u ~ sold ... la4le 
aaJ.T.U wbile WVT atee1 1a .old 011 ller &Jal78U) 
_... too Ja16 or too leo- u eert.a1a etr1c:el al­
ud, u....t-, eolllA .. t be atipped to till taU 
pu'tlc1ll&r order. u - atoel u ....-wed, tile 
ateel CORp'll' caa ,.. ' bl~ clUpoae ot ~ o.tt 
ual;tai& lle.rs. U 1t u .-t w1ftq weo.d, the 

n-1 _,. ... -.y be ~ to e&rrT - 'Mn 1a 
atoc:ll tor a ~ U.. betore d1apos11lc ot -
!hOJ ~. -..... . ..... otMr .,..., .... -... taU ~ 
...., be .....Utat.ed. other tb1.p baial eqal, tile .no, 
.V. tor a ateel that u ..t ddel:f __. rlll ,.. ' '1~ 

be t ~ tllaa it woUd 1t - ateel ..... 
Mplarq 8pM1t1.et. 

S) 5 Ut.1ew 1M ...,._ to wbic:ll -..eUtio• nten late 

U1e all"7 - t1pre u uta q d1ttlc:ult to .-dada. 
It rlll llldo•WI;r ft17 rltll tile to_. U.Obed aa ...U 

.. witll tile pui1nlar ~-
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. 90 
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.12 . ~., . 2) 191 

. 16 .40 .24 1SO 

Regraded Uclassified



Regraded Uclassified


	01166
	01167
	01168
	01169
	01170
	01171
	01172
	01173
	01174
	01175
	01176
	01177
	01178
	01179
	01180
	01181
	01182
	01183
	01184
	01185
	01186
	01187
	01188
	01189
	01190
	01191
	01192
	01193
	01194
	01195
	01196
	01197
	01198
	01199
	01200
	01201
	01202
	01203
	01204
	01205
	01206
	01207
	01208
	01209
	01210
	01211
	01212
	01213
	01214
	01215
	01216
	01217
	01218
	01219
	01220
	01221
	01222
	01223
	01224
	01225
	01226
	01227
	01228
	01229
	01230
	01231
	01232
	01233
	01234
	01235
	01236
	01237
	01238
	01239
	01240
	01241
	01242
	01243
	01244
	01245
	01246
	01247
	01248
	01249
	01250
	01251
	01252
	01253
	01254
	01255
	01256
	01257
	01258
	01259
	01260
	01261
	01262
	01263
	01264
	01265
	01266
	01267
	01268
	01269
	01270
	01271
	01272
	01273
	01274
	01275
	01276
	01277
	01278
	01279
	01280
	01281
	01282
	01283
	01284
	01285
	01286
	01287
	01288
	01289
	01290
	01291
	01292
	01293
	01294
	01295
	01296
	01297
	01298
	01299
	01300
	01301
	01302
	01303
	01304
	01305
	01306
	01307
	01308
	01309
	01310
	01311
	01312
	01313
	01314
	01315
	01316
	01317
	01318
	01319
	01320
	01321
	01322
	01323
	01324
	01325
	01326
	01327
	01328
	01329
	01330
	01331
	01332
	01333
	01334
	01335
	01336
	01337
	01338
	01339
	01340
	01341
	01342
	01343
	01344
	01345
	01346
	01347
	01348
	01349
	01350
	01351
	01352
	01353
	01354
	01355
	01356
	01357
	01358
	01359
	01360
	01361
	01362
	01363
	01364
	01365
	01366
	01367
	01368
	01369
	01370
	01371



