
January 18, 1940· 

TO: Secretary llorgen tbau 

44 
~--

FROl.!: !.lr . Gaston 

UcKII,y called co up about five lll1.nutes a.tter eleven, saiA:I 

tl>.at Herbert Feis had attectpted to tnl.k to the Secretary about 

Brazll and the Secre tory said that I should call Feis back r~ht 

awa,y. I called Feis 4l1d he aaid that they had had a cable !rCD(fl .l l ) 

Rio, th.at Caffery had aeen Aranh:l yesterd.ay, that Aranha told •·o"l · "• 

hlJ> t hat he had d1scU3sed the debt matter with President Vargas 

and tllat they were prepared to mke a !Z'Oviaional offer on the 

c!ollar bond• which would be fifty per cent of all the c!oller po:y-

m'!llts due under the first year o! the Aranha plan, increasin(l in 

subsequent :years accordine to t he Aranha schedule. Ca.tfery re-

minded Aranha th.at their previous c!iscuasion had been on the 

basis of !ift:r per cent of the pa,.,nts due in the last year and 

to tllat Aranha indicatod ti'Cit this Govcrtl:lent J:Uaht apply !or a 

settlement on that basis . Ca.tfery saiA:I in his telegram that 

Aranha l:NSt !lave an answer to:!a;r, since he was praparin(l to leave 

for Buenos Aires tanorrc>~T :r.ornins . Feis said that he had dra.!ted 

a oessa;:e for Ca.!!ery and that it was necessary !or him to cllll 

up Ca.!!ery on the long di.s tance phcne w1 thin the next. ten oinutes . 

ll• than r ead me the massage Tlbich he proposed to read to catrery, 

Tilieh ..... ao !ol.l.cms : 

".bswoine that the Brazllian Covornment makes 

clear that 1 ts otter is not a pel'l:lancnt set tlezent, you 

a>a:y, whlle avo1d1n{: any responsibllit;y for the action o! 

the Brazilitm Governnent , indicate to Aranho. that it the 

Brullian Govem::u!llt should rake an otrer o! one-halt of 

the poyments scheduled for the last (repeat last) ;year 

ot tha J.ranba plan, w1 tb the indicated prosression in 

subsequent years that this Government 11'0uld regard it aa 

a step forward . • 

He asked me if that. would have the apJl"'val or the Treaaury 

Department. I asked him in turn two things : (l) did he not think 

ei thor he cr we should consult tbe 3andholdera ProtacUve Council; 

(2 ) did he think the otter the be3t tba~ could be cotten. As to 

the first point he uid that it an;ybo<ly talked ~o the Cruncll, be 

thouGht he should be the one to do it, but he wu inclined not to 

eoosult them. Be indicated thet i f he did ~alk to llhita or 
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Traphagen he would tell them that rbgardless ot their atU tide 
t!tey ""uld pr obably cake tMs suggesUon to Cattery. As to the 

second point he said he wu certain that we eouldn' t get any 
oore t !1an halt ot the 1937 PlYt>S~t under the Aranha plan 4lld a 
progression <XI the A.ranlv. seale. I told him then that I couldn't 

give him an answer immediately, that I would have to ca~sult 
other people in tbe Treasury and that I l'IOuld try to call him 
o;:ain w1 thin 1'1v e oinu tea . 

I called Harry 1'lhi te 1 s ortl.ce a."ld he waa in the big a tatt 
mooUng. I went to tho atatf meetin(l and called him out. Harry 

•ms decidedly against our teJdng any snap aeUon, did not see the 

occasion for any rush md aereed with r.e that th:l bondholders 
council ous-'lt to be consulted. The start ree t1.ng then breaking 
up, at about ll:)O, I went in to see the Secretary and told him 

what ha:l occurred. He later called in Vlhite, Cochran and Co tton. 
'.Ve were all ngreed that there was no occasion tor such rosh acUon 
ani t~.at we would not give an opinion at this moment on the message 

t!tat Feis proposed to send. 

;.:36 

7ihite e>tplained the. t the Aranha plan 1\IOuld call tor about 
thirty- two to thirty-tour c:l.lliom in the first year and forty- five 

millions in the last year . Of ihis total emount the share of the 
A!nerican bondholders was esU:rated to be about one-third 4lld 1'1fty 
per cent of ihat m>uld cean about six mill1ons on the first year 

basi.s a."ld perhaps seven a."ld one-h:llt lllillions on tbe las t ye11r basis . 

I said that I thought our reply to Fe is was plain that 1re ""uld stJ;J 
tlnt we thousht the Bondholders Council ougllt to be cmsulted and 

that we couldn't give a definite Mswer until the meeUng 'IIIIich 
had been arranged for 2 :30 this a!'ternoon. The Secreta.ry said he 

wanted a !!lOre clear cut answcr than that, that I should say to Feis 
s':::lply ihat we coul.d aive him no answer, :;es or no, and could t>aloe 

no coooent on his proposed dispatch until after the a.ttomoon ocet.­

L"l& . 

Harry \'lhite raised the point that he thousht ne o\.lfl)lt to pro­
tect ourselves agai.~st the charge that we were failing to cooperate 

and after sa:e discussion the Sec.rctarz said that he ..-oul.cl call 
Secreta.ry l!ull. and tell hin exactly what had occurred. I uked if 

I abould await his call to Hull before calling Feis and he said no, 
ao ahead and call Feis . On rii¥ roturn to the o!tice I put in a 

call for Feb and succeeded in getting him within a few minutes . 
I told hi:! what had been acreed upon, that is , that n would make 

no coc:::.ent on his propoeed dispatch betore <llr c;eet1.ng, scheduled 

tor 2:30 this a.ttemoon. He replied •All right , but I "'"' t to let 

you know that I ao going to send the message ~·· I uid "You 
are tell1.ng mo sL'nply tor rii¥ infornnUon that rou are going to send 
t.'te ::essaaa ~~ 1a that right?• He said "Yos, that's rieht.• 
I reported this to the Secretary by telephone and he told me t.lta.t 

he had talked wi th l!ull. and that l!ull. knew nothing about the mtter. ~ 
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Herbert Feb ca::>e to ey oftice shortly after 2:30, accoopGnied 

by Emilio Collado. !larry V/hite, l.:erle Cochran a.nd Joe Cotton were 

present. I asked Feis what he thoU{lllt the next step in tlle BraziliAn 

matter in view of the di.spatch he had sent~· He said he tllougbt 

the only thiJli to do nw was to wait un tU we see wba t the arullian 

government did as a result o f the message . I said that so far as I 

could see tllere was notllinc i=ediate for the Trouury to do . Feis 

volunteered tllat he ha:l no c riticism to we of our r etuaal to !live 

an 1Ja"'l8diate answer on tlle subject of the proposed message . He 

thouetht he would have done the same himself. I referred to a phrase 

1n one of the cabl es to Wfery, 1nstrucUnc: him to proceed "informally 

and independently" to make certain represent& tiona to the Brazilian 

covernment . I a sked specifically if that mant tha t tho negotiations 

wen to proceed independent of the Treallury. Feis didn ' t recall the 

pllrue, but Collado did and said that in his opinion it :slJ:Iply ::lllant 

that Caffery was to proceed in his negotiations independently ot any 

of the other countries i.'lterosted. Feis agreed thet that s eelll!ld to 

be the proper expl&:l&tian. I then said that it s ecred to ""'• in view 

of all that had occurred, it would be best for the Treasury to a tay 

out of the nesotiat1ons and permit tlle SUite Department to go ahead. 

:Cis said if tlle Treasury wi.shed to rake that decision that it woul d 

be all right 111. th the:o, that U..ey ha:l a 'tlear conscience a:1d a steady 

e;re ,• but tllat he thought the col!l:ll.ttee of three m1;lht wish to make 

a decision on that point later. I told him tllat i n any case wo would 

msh to be informed of whn t went an and !le agreed tmt he ~<auld keep 

us in!orclCd. I also said U..n t we would be ri1.ling to give any expert 

advice or j\ldglnent tha t the;r wanted at any t ire. 

Feis then asked it there was m ythinc we wanted to bring up 

about Coloabia. I told hil:t I knew of nothi.'lg and l.!r . Cotton con­

tributed an explal'lation of the situation as ne understood it . Cotten 

asked i f tl'.cre was acyt!unc new on t."e question of lln1 ted States 

Steel coing into Brazil and Cochran refer red to a stor; in the Herald 

Tribune of thin mor ning, in the '11'all Street co.,.,.,nt column. Feia 

said that Un1 ted States Steel was not go inc: into Brazil md would not 

even accept a ~e::.en~ e<:n tract . This agreed in mbstanee rl th the 

lier ald l'ribu.'IO story. Feis asked if that '113S all we wanted to talk 

about nne! I s aid that it wa3 . As they le!t I r epeated to Fe1e that 

for the present we would do no thine whatever on the Brazilian debt 

aatter but would look to them to icecp us inforood. 
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TOI tleorotar)' ,.Gri:Cithw 

!'!ttl! I JCr. Outen 

Uo- a.lled no up about ri.,. =l.nutoe after elo~, eaJ.d 

U.t lllrllerl r.1l ha4 ot tM::Ipt.ecl to talk to the 3eoretaJ7 a bout 

llruJl md #to Seor<-W"7 eai.d t.bat I ehou.ld call Toie beolc r lo;ht 

.-q. I a.llod nda &Dd ho aid that. tbe;r Mel h ad o cllblo rrc. 
JUo, that Ca1'tWy heel aeen ~ ,..~, that Araoha tol d 

b1a t hat ho Mel .u-aec1 tho dobt. N ttft- with Prw1c1.nt ~ 

al !bat tblir ""' p~ to cab a !Z'orla1aal o~or on U. 

cloll.lr bGnda wbich ..W.d be tift)' '*" C*tt or all tho dOllar 1'&1'­

Milt& duo lnlor Ulo fir a t 11101' or t.bl Arllllba pl.m, inc rau1J1i tn 
11\lbeoq'*lt. )'Mr11 ec~ to tbo .t.rwnbo ocbedule. C6!fw1 ,.._ 
a1ndod ~ tbet th.UO prerlcuo Cll$cualion had ba.l on tho 

1IN1.I or 11tt;y pu o.nt or b ~,_nt.1 duo 1n t he l •t ;,w.r llld 

to t!lat AnllhA 1nd1cot.ecl ttot tb1a Ootw twnt ll.\4ht aAAT f or o 

IOtU...t CID that tuS. . Cattw7 aid in h1a tel~ that 

.tnda _,haft 811 lllftln' toclq, a1nco lA .. ;roparlcc to~. 
tor a.- .ur- t • JW nonW~C• Na Mid t.'lat ho bee! droftod 

o ....-.so rcr WrW7 -.d ~t it wu -MI7 rcr IWt to oall 

up Catt'11r7 oa tbe l q diata'loe ~· 'litbln tho oat tiD llinut.oe . 

Dt t.heo rGIId ,. tile ~· 111:1dl be propooed t.o r oad t.o c..trar)', 

C1oh ..... ro:u-1 

••-e!rc: that the ~lille Oownamt .tao 
~ tllat it.l otror 11 not o pc_.t aatu-t, 10Q 

~~ 1lhu. awidiqr .a)' !WpGlllibiUiQ' for' t.be acUGD or 

the Bna"'e ~t, indioat.l to~ Clot 1t tbo 
~~raons .. Oor..-t 81\ould cab on otror or ~u or 
the p&J t.1 ~d tDr the lan (rwpeat ~t) >'!~ 
or tile Alubo plm, wUb tbo 1nd.i.oatect ~ .... 

~t )llaU'O that th1l O<Mil'IIMnt woW.4 ~d it u 
• • .., tbs.-.4.• 

- -
Regraded Uclassified



- 2 -

trapllaj:en he would t.til th• that res• dl••• ot Ulel,r atUWtla 

Ul.,. 110uld pr obably a alce tbl.a augeaUon to C&r!ory. Aa to the 

MCCIDd p oi.ot. he aeld ba aa certain th a t we couldll•t cat fiiDJ 

_.. th., hal! o! the 19)7 fa1'*' t under t he Aranha pl.ec and a 

pJ'OGl'&&lion on t.'le Arlnha acale . I told h1A than that I eouldn • t 

a l va h1a 111 anawr l511ed1a tely, that 1 would bava to ccmault 

eUler paopla 1.o t he Treaaur7 8lld that I would tr7 to call h1a 

acai.o w1 t.h1n 11 v • a1nu t.oa. 

1 call ad l!arr7 li'h1 ta • a otnce and he wu in the b1c a tat! 

• •tin£· 1 went t o the eta!! e ea Unc and callaci him out . llarr7 

aa ciaoiciadl.7 a;;aJnat our taldn& tm:1 anap a oUon, ciid not aea 1be 

occasion f'Jr .,,. r uab m el aare&d witb tta that U.. bondholcian 

council ought to be oona ultad. The a tart ••Uni: then b realclnc 

up, at tbout lla)O, 1 want 1a to aea 1ba Sao....ur;y &:ld t old h1a 

wb&t h ad occurred. na later called 1n 'Illite, Cochratt anci Cot ton. 

!fe ware all a UM<I t hat there wu no occasion ! or auch ruab a cUon 

all! the t we woulci not &ha aa opinion at t hl.a ao-.1. m the •auga 

that f e1a propoaed to eoncl . 

lbita a.<plai.oaci that the .lranba plm 110uld a-u tor about 

t.'lir~- to thlrt,y-tour Olllliona in tba tlrat 7ur .,d t ort;r....t'11'& 

allH me 1n the laat year, Ot Ilia total •ount the ahara ot tba 

U.rican bandholden wu eetiatad to be about me-third and t1tt;r 

par cant or 1bat 1111ulci _, a bout eix 111ll10NI on the t ira t year 

i>q1a omd parhapa aenn and one4>alf 111ll1ona on the laat year wl.a . 

I aaJd that I tboucbt our re~ to feia wu pla1.o t.!lat n 110uld aa:r 

tla t we t boul!ht the Banclholdere Couacil OQ2ht to be cona ul tad and 

tha t wa oouldn' t gin a dat1n1ta ana ... r until the maat 1ns 'IIIlich 

hid beaD U'l"tn&ad t or 2 a)O tbia atternoon. 'l'ba S.""t&r7 aeld be 

wentad a 110ft clear out anner thaD tl-.at, 1hat I lboulci aay to Faia 

• la;U;r that we coulci &iva hilt no anawer, ;yaa or no, and could ~a&lal 

no _,t on h1a propo.acl dilpatah until attar the attam ocm - t­

int; . 

&lrr7 'lb1 ta 1'1lhad the poi.ot that be 1boud>t n 0\l#bt to pro­

tact DOD'aalna -ea1nat the cbarca t!lat we wa re .r.J.l.1.oi t.o cooperate 

and attar •- c11awn1on the 5aorat.ar)' aeld that he would oaU 

S.Oret&r7 l!ull &Del tall ~ a:a.etl:r what had occurred. I aalald it 

I ahoulci .-it h1a oall to Hull batara cillinc Faia .. d be aaid no, 

co lhaaci anci oaU Fa1a. 011 rq ratum to tha otfica I put in a 

oaU tor r.1a aad aucceedaci 1n ~:•tUnc h1a withla a r .. aiautu, 

1 told hia what b id beaD qread QPe, Ulat 11, Ulat .... ~-­

DO c-t 0 11 b ia p ropa.ad dilpatah bat..,. a.r _tine, aebaclulacl 

tor 2a)O tb1a at~ 11a repl1ad •AU rt:bt, bolt I ... t to lat 

:FOil mo. that 1 aa l oin& to aaacl tlw ........ _,_.. 1 aelci "'Dil 
are tall1a& .. ab~ t fllt rq 1ntcr .. t1oa 1bat :rou are coina to aand 

t.ha •aa.c• ~. 1a that richt t • 11e ea1c1 •r .. , that'• ncM.• 
I rapcrtad Ulia to tlw Saoretary b)' talepb- and h e tolc1 • u.t 

be heel t;al.Q4 w1 th l!ull ...s that Hl1ll linn not.hina: abcu t 1ha a t tar • 

• • 
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Ber ber\ J'eu - 1» rq ott1oe abo~ atwr 2•30, aocOiqliiiii.M 
'1!7 £11111o eonw~o. llllrr)' 'llhite, U.r a CochnD Uld Joe Cotta ..,.... 
preaento I .. Ud hU at ha thOII;Iht. t.he n&J.t n..p 111 the llruUiaD 
. u.er 111 '1'1- ot U\e .U..patob he bed Hilt t.odq. Dt •a1.d he t.bo,.Pt. 
the ..,q t.h1nc t o do noor wu to wa1 t. GnUl • e .. a t the Bnailian 
coowu..,t d1.d u a rew.lt. o t U.. •Naot•• I ea1.d that eo tar •• I 
could - Ulift'4l .. not.blnc ' rlhl.e tor Ute ~to do. hill 
TOlW>tec'*l that. be 1\.s no criUcU. to II'Aila ot our retiiAJ. to cin 
ant.,..,Sat.a _ _. on the eubjut ot \he propoeed -"l:e• De 
tl.ought he would ha" done 1be ••e h~lt. I referred to e phr ... 
1n one ot the cablu to cattery, ine truoU.nc hill to proceed "intonall.T 
.. d 1ndependent.q• to IO&ke certa.111 n prMeot.aUona to t.he llruUiaD 
co\'OJ'1ll'lll'lt . I .. keel apec1tic~ i f that -t that the neaotuu­
Wftre to proc:Md 1ndepcmdent of the rr .. alll'";y. Feu didn' t r ecall U\e 
pbraae, tNt eou acto did and ao.id that. in hu opill1011 it ai.llp].;y _ , 
tllat wror;y wu to procMd 1n hie r.eaotuUona in~t.q ot ~ 
ot the ot.he' count.riu 1ntorut.<l. l'eia ar;r<M4 t!.Lt that a-.J to 
be the proper explCI&Uon. I \he .. l.d U\at U e-el to • • 111 d .ew 
ot .U that had occiUT&d, it would '!>a beet tor the rr-.ar;r t o a1q 
out ot the ~;otuUcn: ..:! pand t lhe S tate :lepo.rt:amt to "' aheed . 
hl.a ~&l.d u \he TreU'IIJT w1al>rl 1» IO&ka U\at clecl.eicn that i t _,14 
be .U riaht w1 th tlle:a, Uwat thq had a 'l::aer conaci.ence md a at.eaq 
.,.., • but that he tholl(lht. t l:e co~ t teo o! tbne m:41ht wiG!l t.o 1IWilot 
a decieioll on that point a ter. I tolcl hia tbat l.o •IV oue we woulu 
wl.ab to be intarMd ot what we>t en aDd t• a£1'"(1 that ~• would kHp 
"" l.r.fcl'l!IOC!.. I 41.80 oaid t.llat wt' would be 1tillil"o: to c ive atiY axper\ 
advice or !~t 11:& t t.bq not ed a t &IV t1a. 

h15 than ubu! 1! there aa an. tl>ir.a w 'l!mted to brine ~ 
abcol t Col eM a. I tald b.1:l I U.. of cot!IJ.ni and l:r . Cotten oon­
Vibllt.ed m nplenaU= ot t.he ait.tu.UCD u be wdu'atoocS u. CoUCD 
u tad i t bra .. &JVt.hills; new on t h o quuUcn ot l!nl.t.d llt.atea 
lltMl coizlc iAto aruu m d Cooblw> reterncl to • ator;r 1n the llanld 
!'r1baM ~ t.bl..e ~. in 1he 'lall St.net -t oolue. Jeia 
Mid that tlllit.ed St.atea St.ael wu 1101. ~:oiD& into llru1l m d would oot 
..,., aooep\ a .,..._t ca~t.ract. !hie •creed in mba~• with tha 

u.r.ld Trilalna •t417• reu a.ad it that .. all • • wmtecl to talk 
about L">d I u 1d that. 1\. wu. u t.llq lett 1 n peotecl to rel..e that 
tor the preMII t ... would clo no thine llha tenr on tbe lll'u111aD debt 
•tter but .,11lcl look to t.Ma to keep >U l.ntor•d • 
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P!'esent: 

January 18 , 1940 

11 : 30 a . m. 

l:r . Gaston 
Hr . Cochran 
:ir. White 
Hr. Cotton 

(Jlote: llr. G'\ston is cl.lotatinv 11 menornndum 
o ~ -:-.at occurred before ::iss Chnuncey st:u-ted to t Elke 
notes. ) 

::r . Gaston: He (Feie) did not t hink re ou~ht to 
consult the Bondholder s Council and I said he or we 
should consult Traphagen and White and he said if any­
body consul ted Traphagen or \1hi te it shoul d be he, Fele , 
b•1: he .,ould be ,.llling ,if ..,e asked hi m, to c onsult the:~ , 

b·1t he indicated he would send t he cessage whether they 
approved i t or not . 

Dr . White: Let me give you a few facts . The 
o~s involved -- the fir s t year, the Aranha plan, t hey 
f~id a t o t a l of $32 , 000 , 000 -- between $32 , 000 , 000 and 
~34 , 000 ,000 . It stepped up finally t o around $45,000, 000. 
Tl~t included all their payments. They o~ed us about one­
t~1rd. Can' t tel l exact ly, because some bonds they had 
different proportions , 80 if the] pai d the first year or 
t~ e ol11n the whole amount , i t woul d probably menn we woul d 
ge t Sl 2 ,ooo,ooo. If they are offering 5~, it ' s $6,000, 000. 
The negotiati ons we heard about lndlrectly last year they 
!~d offered t o pay $13 ,000,000. That was our 1nforll'.e.t1on. 
Tnerefore, I believe that it would be vert· unwise on our 
Part to make any statement t o them without consulting the 
Bondholder s , because what we are doing by that, if you step 
up the offer, that will be ~ of $15,000,000 - - something 
~1~e S7,500,000. Now for us to say it's sati s factory - - and 

it nay be s at i sfact ory -- but tor us to say so as a Govern­
ment without giving the Bondholder s an opportuni ty t o com­
~ent , I think t hat would be most unwise. 

241 
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Jlr. Cochran: I agree with that , and especi ally 
that Brazil is one oountry that we went into and Clark 
i mproved on the dol lar treatment . Now wher e we have 
had this agreement, where we are working together , and 
s till have our first case pending, have not set tled i t , 
t hen to have another plan accepted without consulting 
with t he Bondholders •• •• • 

Z42 

Kr. Gaston: I think our answer is olai n •we will 
not give approv81 at all." If they want to talk to the 
Bondholders and the Bondholders agree t hat t his is the 
beat t hiY can get, it mal or may not be , but if the Bond­
holders Council agree it a t he beet, we have no objection 
to their putting it up. 

HU,Jr: Herbert , I want a much cleaner cut state­
ment than that. I want you to tell Feie t hat , pending 
t he meeting scheduled for t hie afternoon , t he Treasury 
will not make any comment , yea or no. I have called 
this meeting tor t his af t ernoon. I want to go into this 
whole thing. It ' s far too i~ortant and here in the 
Treasury we don ' t go off halt-cooked. 

Dr. White: I don ' t quite see the need for maki ng 
telephone reply. 

HM ,Jr: I think they are beginning to find we are 
on to thie double dealing and now will try to rueh me 
ott my feet. But I want a cloan-out statement that I 
will t ake no part in this thing. They can take any 
r eeponaib111ty they want but pending this oeet1ng thia 

· art er noqn, all bet s off! 

llr. Gaston: You want to sit in on this meeting 
this e rternoont 

HY ,Jr: No. I am going to ask you and Cochran 
and Joe Cotton and Harry White to handle it. I want 
you (Gas t on) to dictate what happened between you and 
Feis , because this is very important . 

Dr. White: I s there a possibility that Fei s wi ll 
say t hat we bad this oppor tuni ty t o make a settement • • • • 

llloi ,Jr: 0111 Harry! 

Dr. White: That Ur. Uorgenthau was left in charge 
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and he stalled. 

, 1!14 , J r: I am .!!2.1: in charge! 

Harry ! On the one hand you don't want me to say 
Feis is a s . o. b. and t hat I am waiting • •••• 

Dr . White: That ' s what they are goi np to say! 

H!.l ,Jr : Mr . Feie is so near to being d!.scbarged 
by the President of the Uni ted Stat es, he had bet ter be 
ver:; careful! 

Dr. WI'\_!!: W"aat time i s your oeet1ng7 

llr. Gaston: 2 : 30. 

H!.l
1
Jr: Mr. Feis had better be very car eful. The 

first t hing you know he wi ll be under charges by the 
Pree1dent from me . It's outrageous-- the whole performance ! 

Dr . White: I don ' t want the responsibility t o happen 
from here . 

HU ,Jr: It's going t o happen here. I am goi ng to 
sound ott on t he whole business . There are thousands and 
thousands of dollars involved for our people and this man 
for ecce reason we don't know i o trying to pull this thing. 

Do you want me to call up Hull and •••. 

Dr. White : I would like you to tell Ur . Hull that 
so::~e w0%'d has coCle to you and it's not clear to you and 
you have got to settle the issue and does he know about it . 
See what he has to say on it. 

HU ,Jr : I am going t o call up Hull and tell him we 
are not going to do anythinG until 2 : 30 thin afternoon. 

Have you (Cotton) got this time table? Because 
Jesse Jones is lunching with me . 

l.!r . Cotton: No. I have not go t i t yet. 

HY,Jr: Will you have it bY one o'clock? Because 
- ~ant t o tell Jones just how I feel and want to tell him 
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I am on the point ot saying I am not coing to have 
anything more to do with t his and I want t o know how 
he teals. 

Dr. White: What are you going to ask Hull? 

HY Jr: Ask hi m? I am going to tell Hull that 
I am not going to do anything with the Bra~1lian debt 
until Feis comes over this afternoon and I am not going 
to be rushed. 

ltr . Gaston: Shall I call Feis or walt until you 
talk to Hull? 

HL!,Jr: No. You oall Feie . 

244 

(At this point t he group ll!'t the room. I t111Ded1atel:r 
after they let t, Secretary Hull answered t he phone i n re­
spone to HY,Jr's call . ) 

HY ,Jr: Cordell, a littl e while ago Herbert Feia 
called ms up and I turned him over to Gaston. It has to 
do with eome proposal to Brnzil in regard to their debt. 
At 2: 30 this a fterno on we have asked Feis to come over 
here and sit down with our tellowe and br ing us up to 
date on what negotiations have been t aking place between 
the State Department and Brazil during t he last couple ot 
mon ths and unti l we have that intorm&tion I oan' t, on a 
aeophd's notice , give an answer to ltr. Feis or t o ltr. 
Caffrey ob euch an important matter and I just wanted to 
let you know t ha t I t !link 1t ie wiae, tro::t the Treasury 
standpoint, to postpone anything until we sit down t~~s 
afternoon and talk the whole thing over. But I can't 
s ive a curbstone opinion on ae i mportant ~ thing like that 
t hh morning. 

This meeting t or this atte1•noon was scheduled yes­
terday. Since then he had some message trom Caffrey. 

Woll, t bey want to raake ua a.n af ter and I don't 
know whether it' a a good otter or not and our fellows 
want t i me to consider it. 

We just can' t be rushed, because we might make a 
ala take . 
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Thank you. I want you to know, because after 
looki ng 1nto it you thought I should ohange my position, 
I would appreciate your letting me know. 

245 

(Hm'Jr • s comment at the t lnieh ot t he conversation 
waa, "He knew nothing about 1 t . • 

oOo-oOo 
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PAlW'HRASE or TELEG!Wl SENT 

'l'Cl'C "literioan "EiilbaaeJ, Rio 4e 

io;: 1:5 

DA!i: Je11U4ZT 18, 19-40 

Beterenoe 11 made to 70ur no. 2'1, dated 

Januar)' 17. 

While aTo1d1ng aD¥ re8pone1b111t7 tor the aot1on 

ot the Goveruent ot Bru1l, JOU 11eJ 11141oate to Aranha 

(aaaWDl.ng 1t 1a made o1ear b7 the Bra&111an Government 

that 1tl otter does not oonet1tute. a pel'lll&llent eettl~ 

ment) that the United State• GoTernment would regard 

1 t as a etep forward 1f the Braz1llan Gonrnment 1hould 

aake an otter ot t50 percent ot the pa:r-ente vb.1oh are 

ICheduled tor the lalt (I emphae1ze laet) rear under the 

Aranha plan v1 th the 1nclicated 1norea•u ·"in eubeequent 

rear e. 
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J'BOM: 

.. - ..... · ..... . .. 
.American bbau:r, Rio de Janeiro 

29 

DJ.ft: Januar;r 18, 1940, 0 p . a . 

Reterenoe 1e llade to liT oonnreaUon with the 

Adrtaer on InternaUonal Eoonoaio Uta1ra. 

J.ranha · tell a u that ·hAl will trr to get the Pruidant 

and the Cabinet to aooept ae the baeia tor the reauaption 

ot paymente 00 percent ot the dollar pa;rmente whloh are 

aoheduled tor the laet :rear under thAI J.ranha plan. How­

ever, hAl doubte that the:r will agree to 1 laat :rear• but 

he thinks the:r would agree to eo peroent ' ot the paiaenta 

whloh are aohAiduled tor thAI tirat :rear the .Aranha plall 

would be in etteot, in other vorda, the :rear April 1, 

19M to Xaroh :51, 19:50. 

J.raDha ea1d that ainoe aoae ot the loan oontraote 

opeoit:r that pa;raenta aa:r be 1184e in either dollar• or 

pounda, there will nov be a relaUYe inoreaee in their 

annual dollar pa;raenta aa pounda are oheaP and dollar• 

are expene1Ye. 

:U:EB 
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OAlhcllll 
t-18-40 

) . Oa O.O.ber 12 \he St.te Dlt9an.nt ca"led 1oM Aloen.­
llobeeiiJ u 8r .. 11, edYill111f the "-'1.08%1 .labeeoedor to 
PN..,.t to Jran.~.a, i o an info real IIIID!Mir, the tbll.clor1JIIf 

poloteo 

a. t hat it h tbe bell.e r ot tbe state ~t that 
en earl,y • t U.•nt. of t.be ArArlcan pert or the 

l!ruUi• debt h .ti ll d .. i rableJ 

b. tbat • . eu-t witb tbe !taopeaD boftllloldere 

Wl)uld t ..... e e plarabl e e r tect• in t.bt llnit.ed !'tate• 
GDleee Pru.11 wOI'I<ed out. • ,. t tl-nt. with dollar 
boDdbolden 1111'"ult.eneouel)'J 

o. that t bt Stat e "epert.aoellt t•loo t.haL i n •IV' plaa 

l'IIIJ!ot i at • dJ the O<ll'!l)arable porlt l cn or the dollar 

le-o,i ncludillfl otate •d INDiclpel 18111ee, ahoold 

bt racocns sed 118 tbty ....,,.. i n the oriaiNl Jl"lllba 

plen. 

ln • cal-l• or Decaber lS the ~lean Alobaeaedor infor:ntd 

t be nate Depen.nt tha t be bed e pre•-" the .... ti-ftte 

to t.be !!)ouUian lllnhter ot Toreicn Ar t aire. In t.Mo 

- cable t bt .laha ooedor e xpreJJMP doub~ t.tla t. ..,. ooald 

neaotiate • •• t.tle...,., aM ad or the 1\rl tho end J'reneh, 

illpl:riJtB the~ • • ·n-nt , ..... t be reaobed 111 JNJ.._slr 

b7 ell beedboldere. 

' · tn a oable or t»oel!lber 211 the .-...sc.., Aoot>u...SOr , ar'tt!r 

etatlna in ,_A,.,. t l• r· tb• ,...PN..,.tet.iwo of t.he !!)oeeili., 

bondholden were oo t.M ,....,. or .... dllJaa ., A!_,t w1 t h 

the Bradlbn ,.,.,....._t, ........ wldoa ell -s.u paid .ollld 

1-. Allo~ ted t o tM r.derel d ebt alcra, reporte \bat ......., 

• t.tere bad reMbe4 tld.e point D. toot 11cttoo l .. t "* 
to prroent • ee t.tle....,t or tbe ~rel debt al.- or •IV' 

other ac-et. wtt.h the !lrropeano prior to neaot.iat ifta 

wtth ... • He aoee oo to NIT U..t. the 111oda\er o t '~­
hod , tor ..,.,. t.U. ~ deors.r- C.nd ••• then inlflort.enU,. 

du i roue) that. we take part. 1n t.ha ne aotillt.looel but 

~lail*l that bh barlc!o bad to"" t led by t.lw ""pert..eot' • 

1Mt ruo\1ooe, tmd tba1. 1r we -.re not ~~ to neaot.lel.e 

for ..-u., ba .,lll.d llh to lUke tbie clur to 1M 
llratilien I!D'ftl'DMIIt be- the 'ltlole ~l!intl8 woe ( ltt.ias 

into a wodclle . Ho f'urt.he1" report. tbllt Arenba re • Mildad 

that we allow t.bn ~ Nech a • • tt.Mnt f l.:"et ..St.h l'laropeen 

bandbolden 1a order tbeB to be eble to Ci,. • bet ter 
t.r .. t•n~ to _rl.,., 't'olldll<>l dra, but t.h ..... .....,r 
adYiau q a lnot tbb. 

:.As 
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(5) OD Dec""ber 29 Mr. Pin,..ot, TinADcl.al Cowu.Uor ot 

t.be l!rit.ith .be .. , ' t.alked • 1 t.h .... 'J&lultl)' ud .... 

LiY .. tl)' or \be State Depart.l:t l>\. lD \ hlt OODYUI&t.1on 

repreMDtat.iftt ot t.he St.at.e DePLrt.aeot. l.nt<>,.._, Mr. 

P1Jiteot. t.hat. t.hle CoYeMIIttnt. would 110\ w p;><>rt. &!IF 

propoule tar ae t tl ... nt ot the 'Federal d ebt alo .... 

they elao point...s o"t t.o 1tr. P1ueeot t b. t. t.ht Mer 1e&e 

Goftr.....,t. doeo not •1eb t o 41IC<>\lrlt t t.he rr1dlll\ 41e­

pot 1t.1on or the Breall11D GoYtr ... Dt at t.hl pr'eiiDt 

t.1111 t.o &eke 1001 k1Dd or a debt oett.l-nt. , otat1nc 

that t.hio Oo•eroaeot ••• coin& to lotareot 1toelt acti ..-

11' i n t he aatt.lr . Jtr. Pioteot. ool<ed U be a1&ht. be told 

or dt•elopooent.o • boo t.htl)' occurred but. repreoontatbee 

of the State Deperteent. oa1d that t.htl)' could not. UDder­

take \o do eo. 

(6) 011 Dec•ber 29 t.ht Sti t t Dop.art oent cabled t.llo lllbu"7 

io Braail 1n.Cora1nc t.h• that thl FriDCh aDd Bl'itiob 

rlpr'ei 1Dtat 1YII • trt bein& orall;y 11\Corced b:r the l)e­

p&.rt.unt that. t.bo QoYeraJient. o! t.ht ODit...s l!tlt.ll .Ul 

... pport. a ctiYeq a t. Rio de J&Diiro the AaerlCIJ\ Ba.lll!­

bold•re' 1a t.lreate , that no part.l.al ant.l...,t. ~ich 

rn ore lllu'oJIMil baDdholdera et t.ho oxpao .. or - r1e&e 

balldbaldort would be tolerated and that t oc:o proYieion 

tar all doll• r booda ...,, be inol.uded in ~ •111'-t 

that. 11 Mdo. Ia t.bia HEO cable t.bo State Depart.eat 

aut.boriaed t ho Aaoricao '-blaaador a t bit diocret1oo 

•to t.aluo per t iotorull;y aDd 1ndapendont.l ;r in debt d1t­

cuat 1ona with tho a p,ropriat.l Braa111ao aut.borit.ioe• 

tor t.ha purpo11 ot •aoeart.I1Dia& •hit t.eret t.ht CoYero­

aan\ ot Braail 11 prepared t o ortor •. 1b1 Stat~ De­

pertMDt llid the t ahould t.he Oover~m~nt or Brllll be 

prepared t.o • t.lr 1oto d 1oeuu1oot 1 t.ha Olpartseot. 

would t..ldlotely oonoider t.be qoeet.lon of • hither t be 

Couoo1l GOuld \ll<l I Ullful part. in t.holl diiCUIIi OM 

aDd ~etbar the Couoc1l ahould 111Dd a r opreoentatiYI to 

Rl.o de Jaoairo. 1be St.lt.l Depar\Oint alto polot...s out. 

t.hlt ~ elt.Ue-nt ...,., a ate ;>ro"ilioo t or all dolltr 

baDdt 1D I ICb edull tlailir to t.ho plao Of .t.raoha, 

ud tt.at.ed thlt t.ha IIIOW>U eurrtl>t.l)' blio& dioc-. .. ed 

are -u tor a pe........,\ 11tt.l- ot.1 coocludio& t.hl\ 

1t a p1ao bleed oo -u P1)'101Dt.l H r • paced on • 

t.aaporery bltil U. w<>uld bl aore Ukal;y t o ••••ure 

e ceep\aoce . 

~ 0 
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('7) oa Deoeaber lO •· r.u h*' .. t • 1\b .... huoh fbit.e, 

,...ld .. t of the PonieD lolldbold...., Prot.ecu ... c-u, at ... Iorll. 

!hi• c.,....r,a.t1on 1a dea cribetl 1D a aa.orud,.. dated Jaowu')' 2, 1940. 

(8) I• • report. da.tad Ia,....,. I , the Jlra.&ill&A .Ybauador 

.,.clooad cophe of a latt-er l.lld -r&Ddwl M MDt. t.o the !raaiUaa 

ll.lAiat.er of rorelp Atfdro. 1'be na.orudua •11 • ota~nt of hie 

utarprat.atloa ot the poli CT ot the llrulll an ~t. lfl\b r eepao\ 

to debt MCOt.i&tiODA aDd ha uke the II.1Dilt.er t.o t.all h1a ~chat.her 

bio at.arpretation 11 oorra<~\, 

(9) lD • Wev•• or Jazwa17 l ) , 1940, the #.aaric.&D .Ybaalador 

reporta that the BruUien 111D1atar of ll>relp Atfalro a.,....S thet. 

bit 1nt.erprataUOA of Jra.U 1 a poll C)" ••• correct and the\~ 

Bru1l1o.n lllniate r or rorel an Atfaira llli&eo~ed t.o the J.aba11edor 

U..t be •Wora the Dalt.ed St.et.e• G<n'er_.t , cont1dent.1allJr ud 

WorMllJr, that the Braaillu ~nt. 1o cont.a;>l.ttln8 r •OIIIdDI 

poJMDtt OD all dolltr bolld• nllder t.he Aranha pltn OA t.ba baaie 

or 5() percent. or all I)I>)'EflDtl OQ doller bolldl ~bieh ~ere d lle 1D 

19.)7 ••• • !be 111Db t.er or ll>reip Atfaira tlln.her et.atad "I h,..a 

DOt bean .uthoriaed bf the heeident. t.o "'" rou tbia 1nto.-Ucm 

b>t I r .. 1 eonti d..,t. that I can 11•t hil • IJ'-Dt. u .. u •• t.hat. 

or tba Cebtnet.• . 

Regraded Uclassified



TREASU R Y DEPARTMENT 
WASHINGTON 

1-

Secret~ ~orsenth&u 

In response to your queation &a to what one per cent 
ot t he 1noome t.x colleetions will tJOOunt to, you are 
inton>OC! that tor the f1aoal year ended June SO, 19S9, """ 
per oent of thAI total i .ncome tax collectiena equalled 
$21,513,746. One per eent tor tlte tiaoal year 1938 wae 
~25 , 862 ,«0, and for tf.e fiscal year 19S7, waa $21,486, 6S8. 

As bet..en income tax oolleotiona of individuals aDd 
corpor&tions , one per cent of tlte io41 viduel 1ncoma tax 
collections for tlte fiscal year ended June so, 1939,was 
$10,288, 3381 for tl\e fiscal year 1938, $12 ,863, 119; and for 
t ho f iaoal year 1937,$10, 917,407. Qne per cent of the cor­
poration oolloot1ons for the fiac&l year 19S9,waa $11,225,4081 
for tho fiscal year 1938, $12 , 999,321; and for tho fiscal 
year 1937, &10, 569,231. 

The fore&oins figures include both current and back 
tax ccllectiena for tho fiacal years ahctm• 
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TO 

SubJ~c t: 

TREASURY DEPARTMENT 

I NTER OFI'ICE COMMUNICATIO N 1 - l <t -~ 

Secreta r y Morgent hau 

Mr . Haab'"' 

Aviation and Transportation Cor~oration 
Aviation Corporation 
Aviation ~Anufacturing Corporation 
Lycoming l!anut acturing Company 

I 

~ 56 

1. The Aviati on and Tr ansportati on Corporation ( f ormerly 
the Cord Corporation) and the Avia tion Corpor a tion are holding 
co~pan1es . The former corpora tion owns about 30 percent of the 
stock of t he l a t t er. Stocke ot both compani es are listed, the 
former on t he New York Curb Exchange n.nd t he latter on the 
!!e>: Xor k Stock Exchange. 

l~r . Victor E):lanuel, a pnrtner in t he New York broker­
age firm of Emanuel & Co., i s president of both corporations. 
l·!r . E)Danuel, t ogether with certain associ ates, purchased con­
tro l of t he Avi ation and Transportation Corporation (at t hat 
t1me t he Cord <brpors.tion) from 11r. E. L. Cord tor $2.6 mil­
lions in Augu st 1937. 

2. The Aviation l(e.nu.~e.cturing Corpora tion i a the manu­
facturing subsidiary of tbe.Aviation Corpora tion. It has t hree 
di visi ons -- the Vul tee and Stinson Divisions , which manufacture 
ai rplanes, and the Lycoming Division, which manufacture s air­
tllane motors. 

3· The business of the Aviation Knnutacturing Corporation 
i s booming. On December 7, 1939, it repor t ed untilled oraere 
or mo~r t han $11 milli ons, compared wi th $7·5 millions on 
November 10 , 1939, and $1. 6 milli ons on Kay 31 , 1939· Backlog 
i n October wao reported to consist ot orders tor military planes 
received from the Army Air Corps. Vult ee was building basi c 
trainers while Stinson was buildi ng a new t ype of observation 
pl ane. Engines from the Lycoming Division would be used i n 
the Stinson plnnes . 

ll-, The Lyoom1!1g l~nufaoturing Company was formerly a sub­
si di ary of the Auburn Automobile Company and entered bankruptcy 
i n December 1937 at t he same t ime as tha t company. Up until 
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l 9}4 it bad unutactured airplane aotors , but i n that ;rear eold 
ita avi ation bueiness t o the Aviati on Manufacturing Corporation. 
Since that ti.ale it haa been 11111Jlu!aoturing marine and 1nduetr1al 
engines, turnaoea, heaters, and bo1lera. On October 31, 1939 , 
the Aviati on Corporation purchased all o! the aaaete o! the 
Lycollling Manu!aotur1ng Company. 

5· The i nter-relati onship o! t he vari ous oompanlea and 
the linea o! control and aui-ccntrol are shown on the att&ohed 
obl\rt. The appendix 1noludea brief !1nano1al data w1 t h r eapeot 
to t he Aviation and Traneportation Corporation and the Aviation 
Corporation, and a liat o! the execut ive ot!icera and direotore 
of each o! these corporations and o! the Lycollling Manufacturing 
Cocpany and a l1et or the partners or Elllanuel & Company. 
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A'f'iation A 'l'ran~rportation Corp. 

(tormerly the Oord Oorp.) 

Victor &.&Duel, President 

Aviation Oorp. 
Auburn Autoaobil~ eo. 

V1otor Emanuel, President 

<I' • ... 
0 

~'\ 
'1 .. 

•• .... 
~l' ~ ....... 

"" \D 

Aviation Manutaoturing Co. Lyooaing Kanutaeturing Co. 

Vultee BUns on Lycoming 
. 

D1v. Di Y. Di Y. 
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Aviation & Transportation Corp. 
(Formerly known as t he Cord Corp.; 

present title adopted Feb. 12, 1938) 

420 Lexington Ave., New York City 

capl tallzation: 

capital stock outstanding, allot one class, 2,246, 700 
shares. Lis ted on New York Curb Exchange. Current price 
(January 17) 3- 5/8; 1939-4o range 1- 5/8 to 4-1/4. 

No bonded debt. 

OWns 82 amount) 
o! the oap 

£xecut1ve O!!lcers: 

Chrm. o! Board & Pres. --Victor Emanuel, 105 w. Adame st. , 
Chicago 

Vioe-Ohrm. o! Board-- L. B. Manning, 105 W. Adame St. , Chicago 
Vice-Pres ., Gen. Counsel & Sec. -- R. s. Pruitt, 105 W. Adams 

St. , Chicago 
V1oe- Pree. -- L. I . Hartmeyer, 420 Lexington Ave . , New York City 
Vloe- Pree. -- R, H, Faulkner, 105 W. Adame St., Chicago 
Treaa, -- L. K, Grant, 420 Lexington Ave., New York City 

Directors: 

!1 , s. Pruitt, 105 West Adame St. , Chicago 
L. B. Canning, 105 West Adams St., Chicago 
C. Coburn Darling, 333 Hospital Truet Bldg. , Providence, R. I . 
Henry Lockhart, Jr. , 38 Wall St. , New Yorlt City 
Vic t or Emanuel, 420 Lexington Ave., New York City 
Toe W. Girdler, 1510 Republic Bldg. , Cleveland 
Gerald E. Donovan, 48 Wall St., New Yorlt City 

,. ~9 
'- -
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Artation Oorp. 

~20 Lexington Ave., New York City 

cap1 tal.hation: 

Capital a took outetanc:Ung, all ot one olaaa, 2, 777,750 
ohares. Listed on the New York Stock Exchange . Current price 
(January 17) 6-3/8; 1939-4o range 3- l/8 to 9-5/8. No bonded debt. 

g25,372 abaree (29. 7 percent ot oa¥ital stock owned by 
the AViation and Tl'irisportatlon corpora Ion). 

Executive O!fioera: 

Pres. - Victor Emanuel, ~20 Lexington Ave., New York Oi ty 
Vice- Pres. -- W. H. Baal , ~20 Lexington Ave. , New York City 
Vice-Pres. - - A. I. Lodwick, ~20 Lexington Ave., New York City 
Vice-Pres. -- Harold Iondol!, 420 Lexington Ave,, New York City 
Sec. - R. s. Pruitt, 105 w. Adame Street, New York City 
'l'reae. -- L. K. Grant, 420 Lexington Ave,, New York City 

Directors: 

Victor Emanuel , ~20 Lexington Ave., New York City 
L. B. !olanning, 105 W. Adams St., Chicago 
'f. H. Beal, 420 Lexington Ave., New York City 
A. J . Lodwick, 420 Lex1ngton Ave. , New York City 
Gerald Donovan, Schroder, Rockefeller a: Oo,, 48 Wall Street, 

New York City 
C.rlton M. Higbie , 2~12 Buhl Bldg. , Detroit 
0. Coburn Darling, 330 Hospital Trust Bldg. , Providence 
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IJoolling Jlamlfactur1Jig Oo. 

(Formerl7 subeid1&r7 of the AuburD Motoe Co~. 
Sold on Oot. 31, 1939 to the ATiaUon Manufacturing Oo. , 

a eubaid1ar7 of the ATiaUon Corp. ) 

Williaa~ort, Pa. 

Execu t ive Oft1cere: 

~m. ot Board -- John X. MacGowan, Aviation & Transportation 
Corp., New York Oit7 

Pres, - E. D. Herrick, Willl-.port, Pa. 
Vice-Pres . -- C. N. Tull , Willi uaport, Pa. 
treas. & Aaet. Sec. - B. D. Stue~~ptle, W1111aa~ort, Pa . 
Puroh. Ag t. -- W. J . Starr, 652 Oliver, Wi lliamsport, Pa. 

Directors: 
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John K. MacGowan, Artation & Traneportation Corp., New York C1t7 
c. N, Tull, Williamsport , Pa. 
Beth T. KcOorlllick, Jr., Williamsport, Pa. 
R, H. Faulkner, Aviation & Transportation Oorp., New York Oit7 
E. D. Herrick, Williamsport, Pa. 
H. D. Stuemptle, W1lliueport, Pa. 

.. 
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J:qnuel 6 Oo. 

50 Pine St., •ew Yorlt 01t7 

Partnera: 

J'reder1olt K. He1Mrd1nger 

rranoia A. Caller, 

Rudolph H. DeetJen 

Juee L. We1all:opt 

Maro w. Haae 

Joaeph K. Birne, Jr. 

Victor J:•1111e1 

llote: !Ilia oo11pa117 1a l ilted b7 the SO •• a regl.a­
tered broker and dealer. 
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CONFIDENTIAL I 

TREAS URY D E PARTMENT 

INTER OFFICE COMMUN ICATION 

DATI: JIUNary 18, 194o 

to Secret ary Y.orgenthau 

""'" l!.r . Coehr&D 

A friend o! mine telephoned me f r om !lew York at 2: 25 today to l et mo 
knov thnt at t he ir meeti ng y .. terde¥ afternoon, the J'ID.Ollce CoMit teo o! 
t te u.s. Steel Corporation decided agal not Invest ing $35,000,000 In a steel 
~lont In Bra:il . The Co~ittee i s willlnt to have their Corporation build 
tee plAnt {a t the expenoe of the Bra:illano) and help wi t h management and 

adrlce durin& the firot two or three yearo, and even t ake pay tor t heir 

1errleca In obnrea in t he Bra:ll!M CompaJIT. It h t he underotandiq of 

~i" fr!en<i t hnt the Bradliane will now endeavor t o get t he coney throuc~> 
the Expo:·t-lmport Bank. Ho recarked o.bout t be interv1ewo that Preol dent 
1arcn• r~• been giving out on t he subJect of the pr oepecto for the plant and 
vo.nt.<i "" to have t he correct atory In confidence. He l'or.uked thnt hh 

~63 

Co=o!ttee VPI oocewhat o;yBp&t hetlc with t he desire o! Brazil to achieve =ore oelf­
ouf!leler.ey, po.rtieul~l7 oince they had In t he paat obtained ouch an ia-
port!t.nt part of t he ir steel !roe~ Germ&nT, and he t hougbt t he propooltion 
rl~t be economlcelly oound I! i t were not !or pollticnl conslderationo. He 
re~ke<i thot the Brazil l~• bad let It be known that tho tiret production 
of the propotod oteel plr.nt would be &rl!ltUI!ont . The Co::u:>lttee t eared auch 
rol1t1eal eventuali ties aa conf1ecation, exceasive t &XRt l on, et c. He W88 

~ot sure vhet her the idea of American participation would collapse, or 
vheth•r t te Brazi liano mlcl>t oueceed ln 1nhreat 1ng ooo:e concern other t han 
the U.S. Steel Corporat ion. V~ triend mentioned t het Dr. Pelt hnd been tol~hon­
!ng Mr. Tho~• Lamont the loot day or two t o i nqui re ea t o t he etatue o! t he 
negotl ationa, ao he preaumed that t ho State Department wno i nforced. He 
(Me the !oregoi ng f or our confident i al information wit h the requeet t hnt hls 
=• should not be centioned. 

~t 2t30 I attended a ceetlng in Aooi otant Secretary Gaston'• o!tice 
wl:ere, durinc t he couroe of our diacuoolon of Bruil, l!r. Cotton rail ed the 
queation ... t o the u. ~. Stool Corporetlon project, and Vnl informed by 
: r. ;'ele , to •·hom hlo inquiry bad been 1\ddruaed, t hat the decialon bad been 
odveret . 

After t he coetlng had adJourned, I gave t o 1/.r . Geot on alone t he !ore­

••~ ln!o""'-tion orelly. 
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CONFIDE NT;,... 
TREASURY DEPARTMENT : 64 
INTER OFFICE COMMUNICATION 

OAU JamJJ!r7 18, 1~ 

ro SoeretAr1 llorCt~rrtl:au 

fho for e11J1 elfOha.aca market ao ... d at &bo\lt t he ooae te.po &a 7eoterdq 
vUh a ollt;btl.l' lncrMeed 't'01\Dl& of reported oterliDC t rarroactlons. :teT&rllQC 
lhe d.ovnward .. oTe:>ent &f the p&Ot t wo da,rl, tho rate f or ehr l1QC toda,r 
adn.~~eod. f r o.. an opanlQ& q\l0tat1on of 3-95-l/2 t o a hill> of 3.97-l/8 In the 
ald-3!tornoon. Late in the d&7, the r a te becs.mo hoa17 upon tho llq\lldatlon 
or oome anall oo111ng ordoro, and tho final quotation vao 3 .96-l/4. 

Saleo o! opot oterllng by tho f =r reportl~~g 'bN>lco t otaled. i.llol,OOO, 
tro:o tho follovln& oo..rceo: 

B7 c~a:ler'Cial con.c8"rna • •••••••••• •• ••••••••••••••••••••••• a. 169,000 
B7 torolp banlao (South Aloerlca, n.z.opa aD4 hr F'.aot) ...•• 10 232 ,000 

total •••••• a. 401,000 

Purehaoea of apot oter11n& uountod. t o 10346,000, ao ln41cato4 bo1ovl 

By coamercial cooce~ •••••.••••••••••••.••••••...••••.••• • 291,000 
B7 forolp banko (lluropo) ••••••••••••.•••••.••.••••• •• •••• 10 55 ,000 

!otal, •••• , 10 Jil6,000 

The follovinc r eportiDc bonk• aold coHon billa t otallnc 1059,000 t o t he 
3r1tloh Control at the offle l&l rate ot 4 . 02-1/21 

10 34,000 by t he llat1on&l CH7 ll8nk 
21 ,000 by the Ohaoa llat1onal ll8nk 

4 ,000 by t he brant7-1'ruat Co. 

10 59,000 'lot&l 

During toda,r'o aorntac oesoion , t he llQ.Uder reconred part of t he ~UDd 
loot 1.11 t ho laot fav dqo. Attar openlQ& 111 !lev York at .5}18, tho rate e4Y&need 
by ooon-u,.. to . 5325, 11&11117 retlooUot; u l.lrpr~nt In the .Aaotorclaa Mrht. 
In the afternoon, tho q\lotatlon In !lev York re:ll&lnod otead7 and eloood at .5325. 

fhe other iaportut ourraneleo olooed u follovll 

l'rach fra.ace 
Svioo franco 
llo}«aa 
Cannd1an dol lar• 

.0224-?/8 

.2242- 1/2 

.1684 
ll-15/1~ 41ocoun~ 
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CONFIDEN TI·AL ~65 
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Vo oolcl. $2 , 500,000 in &Ole!. to the !ani< of the ll.epubllc of ~ to be 
oMO<I t o ito OAZ'I:!arUcl aecowrt, 

Ve purcbaoecl. the f olloviD& UOW1h of COlcl. froa the banlr:o 11ld1catecll 

$1125,000 from the llat1ou.J. !ani< of Belgillll 
350, 000 fro• the Oentral Banlr: of Ohile 

$775 ,000 !rot&l 

1'he lt<loral R .. ern Ba.nlc ot liTew York recel-..ecl. oablu from the B.I .s. anc1. 
the llaUonal :Bank of Balt;iua requeatint; it to appl.7 tor a lieenae to tranafer 
approximtol:r 16,000 ouncu of golcl. (about $56o,OOO) tro• B.I .s . .lccoW1t 12 
to t he accoW1t ot tba llatiou.l BaDk ot Belt;illll at t he lecl.eral Reaern BMlc ot 
l ev York. J.I.S • .lccOW1t 12 h COlcl. ovnecl. b7 tbat inatituUoa, !he 'frean1:'7 
crutt<l peJ'DilliOn t o th.e J'ecleral to Mke thia tranafer, 

!rba Jecl.eral lluern Bank reported. t o ue the tollovin& ahipr:~aata ot gol41 
$.? ,089 ,000 from South Africa, ehippecl. b7 the South Atricaa Reaern Bank to the 

lecl.eral lleoern Baak of !lew York to be e&n~arUcl tor accOW1t of the 
liTetherl ancl.a Bank. 

14,000 troa South Africa, ohippecl. b7 the South Atricaa Reaern Banlr:, upon 
ioatructione trom the South .Atricaa agenq ot :Bercla:r• Banlr: D.c.ao., 
to the lecl.eral Reoern Bank ot liTew York tor we to th.e 0 , S, Auq 
Ott ice, 

~$2~.7'10:-::3~.000= !rotal 

The State Department torvardecl. to ua cable• atatide that the following 
gold ah1p:nonh would be madll 

$3,522,000 fi'OII Sweden, ah1ppe4 by the Banlr: ot Swecl.en to the J'ecl.eral Reoern 
Banlt ot !lew York to be eal'l:aJ'kecl. tor account of th.e !ank of SVecl.en, 

3,zoll ,ooo troa Swecl.en, ah1ppe4 b7 the llanlr: ot Swecl.en to the lecl.eral Reaern 
!ank of J:ew York to be l&l'l:lll'kecl. tor account of tha !rational Bank of 
De=arlt, 

290,000 troa Hong loJ~&, ahippecl. b7 the Benqua Belp Pour L'Etranger, Hong 
Xont;, to tho Bank ot l.oerica liT.!, 6 S.A., Son lranchco, 

270,000 troa Hong loJ~&, ohippecl. 117 tba Oharterecl. Bank ot India, Jnotralia anc1. 
Ohina, &nt; long, t o the :Bank ot Cal1torn1a J:.A., San lrancioeo, 

170,000 tr.., & nt; long, ahipped. b7 tba J:aUonal Oit7 BaDl:, Hong .ton&, to the 
.laoricaa 'fruot Coapall7, Son lranohco, 

7J ,OOO trooo lion& lon&, ahippecl. b7 tho Chell Banlt, llong Xont;, to the Cbaoe 
7.:''7::~- llat1onal Bank, San lran.chco. 
$7,829,000 Total 

1'ho ab1pceota eomint; troa Eon& lon& wi ll be oold to tba 0, S. llillt at San 
l'r&IIChco. 

!he Lollcl.on epot a11c1. t orwanl pricea tor oil'+"er wore both tiucl. at 22-1/114, 
ott 3/84. !he 0 , s. equhalenh w~~re 39.571 ancl. 39.321. 
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CONFIDENTIAL 

_,_ 

~ azo4 -.r-a•• u4 Ule fr•111117'• prlo•• for forelca ell'RI' were 
~ed a\ 3.,._3/"141 u4 35~ reepeoUftlT, 

Ya Mda f ov purcb&- of ell'RI' hbllac 2';0,000 _.. 1DIIl.er Ule 

SU<rtr Parobue .A.ot. All of \Ide ellftl' wu- pro411C1ttoa hoe forelca 
~\rio• azo4 waa JI'D'Ohue4 for fonMZ4 4el1ftr7. 

~66 

In talldlll wUh Mr. Illob ~ hlepbou \bh othMiooa, be tol4 ae that 

be bad todet reeel...W aa &iraan letter troa Mr. JoUoa reponlac \bat the 

Ja11k of b&:)ellll 'tf01114 1a \he uar tuhre ebtp, la ..U loh, 150,000 JIOIUI4• 
(ohrlbe) of 1014 troa TUIOOQ'NI' h 8u J'ruot- for Mle, 
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• Herbert 
(faa ton: 

H. .,· . Jr: 

c;: 

;; ... . Jr: 

G: 

::: .·· . Jr: 

G: 

li : ". Jr: 

G: 

u. '· . Jr: 

G: 

H.·· . Jr: 

G: 

H. '' . Jr : 

(1 : 

January 18, l 94o. 
11:4o a . m • 

I thought you might like to know or my conversation 
with Fe1s . 

Yes . 

267 

I told h 1m that I had di noussed it with you and that 
in advance or our meeting scheduled for t his after­
noon, we would make no oo~~ent, t ake no nart and 
say noth ing one way or t he other arter t his message . 
He sai d all right . That ' s all righ t. He said, 
•aut just tor your information only, we 're shooting 
this message out•. 

Well I s9Qke to Mr. Hull . 

Ye a . 

And Hull knew nothing about th i s . 

Yea , yea. 

See? 

Yes . 

He knew nothing. 

Yea . ~/ell Harry was here and I made it ver y clear 
to Feis t hat we would have nothing to do wi th t h i s 
mes sage or any message until o~r meeting this 
afternoon, and he said jus t tor our information 
and I repeated ~~at1 !or our in~orost1on.• 

Well does that mes sage , i n any way, imply t hat the 
Treasury approves? 

No indeed, 1t jus t simply says t hat you may indicate 
t o Ahranha that if the Brazilian Government should 
make an otter and so on, that this Government 
would - this Government would r egard 1t as a s tep 
rorward. 

Well that's all t he more reason t hat - 1! t hey 
shoot that message it's all the more reason we 
should let the State Department handle all debt 
negotiations rrom now on and I get out or 1t. 

I think they have handled th18 one. 
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H." .Jr: 

G: 

G: 

H.'' . Jr : 

G: 

!!. ·•. Jr: 

G: 

268 
- 2 -

\fhat! 

I think t hey have handle~ th1e one . Ther e•e noth1ng 
muoh to talk about so tar &8 t h1e one 18 concerned. 

\fell I haven 't seen t he t1metable yet. 

No . 

Ot all t he stutt. 

Yes. 

0 . 1(. 

lll right . 
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PAJUPH!U.D: OJ' Tll.EQIW( RECEIVED 

J'ROX: Aaer1oan Legation, Stookbola 

NO.: 30 

DA.TE: Januar:y 18, 1940, noon. 

STRICTLY CONFIDENTIAL 

, I 
I 

' ...,. 

269 

It 1e probable that 1n the near tuture aome action 

11111 be taken to ad.Juet legal coYer tor note oiroulation, 

which ia rapidl:y inoreaeing. !hie aotion will be taken 

under the enabling aot paeaed on December 2?, 1939 b:y 

the R1kadag which g1Yea to the R1k.ebank complete emer­

genc:y control oYer note ieaue and banking act1Y1tiee 

until March 31 , 1940. Th1a might be brought about b7 

a revalorization ot t he metallic reaerYe t o the world 

market , representing an increase oYer the present total 

booked Yalue ot about ?? percent, vbloh, at pre-deYalua- • 

t1on levels, would amount to 62.'5 million llved1ah orovna; 

this would meet the preeent position adequatelr. Note 

circulation under the present established ratio mar be 

t'lo.~oe aa large aa the uount ot the aetalllo reaene 

plua an additional 350 a1llion notee; howaTer, the 

R1kabank hae the authorit7 to take aD1 aetion which it 

oonaidere 4ee1rable and 1t onl7 halt-heartedlr eupporta 

t he t heor,. ot a t1xed ratio be~en oo'f'er and note oirOQ­

lati on .• 

lftRLING 
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, 
ScorE tary of State, 

Wash i ngton . 

175, January lB. 

!'LAIN 

London 

Dated Janua..ry 1~ , 1940 

REc 1d 2:32 P• m. 

A Czecho-slovak f1nGnc1al claims and r efugEE bill 

has bEEn introducEd i nto thE HousE o f Commons providi ng 

for thE balancE of thE -.6 , 000, 000 loan whi c h wa s mc.dt 

to tht Cz echoslovak GovErnmen t by thE British GovEr n!ntnt 

at thE beginning or l~st year to bE usEd to satisfy 

3r1 tiah f inancial claims 1n Czechoalovakia ; th£ sum 

c.vnilablE fer this purpose is nearly 1>3, 500, COO. T'..!E 

bill providEs in gtncrnl tEr ms that thE TrEasury mny 

make an ordEr specifying t:hE claims to bE met, only 

stipulating that t h ey must bE obligations incurrEd by the 

Czech oslovak GoVErnmEnt or cor porations or i ndividuels in 

Czechoslovakia before March 15 , 1 939 ; but a "llbitE Paper 

baa simultaneously b e en lai d which describEs t hE schEmE 

which will l n ter be embodiEd 1n t he order . 
• 

Thi s schrnE provides for t he paymt:nt out of tbE 

' tund to be establi shed under th£ bill of interest on 

b<md ll 

270 
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han - 2- No . 175 , January 18, from London 

bonds ot thE Czechoslovak ~ sterling loan ot 1922, thE 

city ot PraguE 7~ loan ot 1922 and thE Skoda workS 

6~ first mortgage dEbEnturES which werE in th£ bene­

f icial ownership of a person resident or carrying on 

woimss in the Uni ted Kingdom on May 8 , 1939 . It 

providES for thE paymmt to thE trustEES or tr..£ Austrian 

Government guarantEEd lonn or 1934 or thE amounts duE 

undEr thE Czechoslovak guarantee in respect of interest; 

and it provides for tlx payment of certain ce.s~ claims , 

1n particular bank bale.nccs , wl::1ch have been trom March 

14 , 1939, to thE date of the claim continuously in thE 

owners h ip of a person who wo.s resident i n ttt l!n1tcd 

Kingdom on S cptcmbcr 3 , 1939, o.nd is so o t tlx date of 

thE clo.im, provided t ho.t 1111 such claims ore rc~istcrcd 
with thE Bank of Engl and b£fort January 1 , 1 940 . 

The bill also providEs for thE disposal of thE 

unExpEndEd bale.ncc of thE 1>4,000, 000 gift which was mad£ 

to t he Czechoslovak Government by thE British Government 

for the settlEment of rcfllg£t8 , and 'OIIbicb is naot 1n t\'10 

accounts in thE namE of thE Nationlll Bank of Czechoslovakia ; 

out of this amount , thE sums llhich were temporarily 

advancEd to t he t r ustEES of thE C zEchoslovo.k refUgEE 

trust last July by thE British Government • i ll bE repaid 

to the exchEquer, and thE bo.lanCE wi ll b£ paid 1nto a 

fund which will bE usEd to provide thE truste:cs frOI!I timE 

to tim£ with ttt money needed to carry out thE purposes 

or the trust - that 1s , tb£ unintcn.nncc and settlEmEnt 

of rctugE£s trom Czcchoalovakia . 

RR 
JOB1{30N 
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PARAPBIUSJ: OJ' TJ:LJ:GJWI RECEIVED 

J'ROK: American Consulate <h!neral, Geneva, 8Y1 tzerland 

DJ.TE: Janu&rT 18, 1940, :5 p.m. 

No.: & 

FOR KORGJ:NTHJ.U J'ROK TYLER. 

I met at Trieete with Governor Baranya1 of t h e 

National Bank of Hungary, and Juet returned to Geneva. 

I was i nforJHd by Baranya1 that the Germane, after 

having secured revieion in their favor of the clearing 

exohange ratee with Ruaania and Yugoelavia, have now 

called on the Hungarian Government to apply to the 

Reicbamarlr. t he 12 percent additional exchange prea.iua over 

and abo•• the 60 percent premiua in force since 19:56 which 

since September 19:59 Hungar7 baa been applJing to free 

cur rencies. This point ie being pressed b7 Clodiue, vbo 

is t he head of the German delegation of 22 members which 

is in Budapeat. 

The neoes sit7 of Hungary cultivating trade with tree 

exchange markets wae explalnld b7 the Prime K1n1eter of Hungary 

and by the Bank Governor, and Clodius was asked to preeent 

their arguments in Berlin. This wae done b7 Olodius, but 

he oame baolr. with the original demand, and added the hint 

t hat Germany ool.ll.d bold baoll: oolr.e daUver1ea, on which 

induetry in Hungary ie depend.ent, if Hungary did not ooaply 

w1 th the demand. 'the arguaent put up b7 the <hlrmana ia 

that the dieorimlnatione involve4 in the non-application 

of 
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of the 12 percent premium to the Reichemark ie i ntolerable 

f or German prestige, part icularly since revision ot the 

rates vith Rumanie and Yugoslavia. 

The suggestion was then made to t he Prime Minister by 

Baranya1 that the following plan should be acceptable to 

the Germane 1f the question inTolved were that of prestige: 

(1) The 12 percent premiua on free currencies would 

be discontinued by Hungary, thus restoring the pre-war 

position. 

( 2) I t would have to be r ecognized that Hungary must 

hold its position on tree markets, and in practice is 

obliged to keep the exchange relationship between the pengo 

and t he tree curreno1es as it was under application of the 

12 percent premium. 

(3) In the future, all free exchange transactions 

would be ~ided 1nto two parts, (omission) to this end; 

one pa.rt ot th1e (representing 3/4 of each t r ansaction) would 

go to the National Bank at t he old premium of 50 percent, 

and the other part (repr esenting 1/4 of eaoh transaction} 

would go t o the oaeh office f or foreign credits - which 1B 

a dependency of the Nat i onal Bank - at r oughly 110 percent 

premium. In t he end, the result would be precieely the 

same as though they had kept the 12 percent premium. 

Barany&! said that he told the Prime Minist er he put 

forward this for.ula only v1 th reluct ance , u ot pou1ble 

use to the pereon who would eucceed hla, since he would 

prefer 
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The remark wae made by Baranya1 that the del egation ot 

22 must have come to Budapest to eat - beoauae Clod1us 

alone had anything to do (om1se1on) all t hi s. 

: 74 

It i s t he ballet ot Hungarians that the w1111ngneee 

on the part ot Germany to accept a purely fictitious oon­

ceaaion tor the purpose ot prestige is further evidence 

ot divided counsels and d1aorder in Germany. Among the 

grain dealers in Budapest s torise are current that ettorts 

are being made by Germany to conceal the failure ot the 

U.S.S.R. to del iver any ot the million t one ot f odder grain -

cont r ac t ed tor last September - by scooping atooka in Austria, 

the grain is then shipped to Slovakia and thence via Poland 

baok to Ger many as coming f r om Russia (omission) Slovak 

(omiasion); the Soviet hammer and s ickle is used to stamp 

tor export to Ger many on t he goods, in an effort to persuade 

Germans that the goods is being delivered by Russi a. 

In Hungary there ie a growing lapresaion that i t will not 

be possible tor Germany t o laat through the year 1940; 

thia makes Hungary all t he more apprehenaive lest Germany try 

to drive through to t he Black Sea in the hope that a 

definitive hold on Danubi and Balkans can be secured, and 

then peace with the western powers would be made by Germany . 

TITTMANJI. 

u:unr 

Regraded Uclassified



:Z75 

- 3 -

prater to resign aa Bank Governor rather than stoop to 

auoh oynioal methods. Re said that it the original German 

demand were granted, he would in no oaee remain governor. 

The Prime Minister, refusing Minister Funk' s invitation 

to confer with h.im i n Germany, urged Baranya1 to s tiQ' . 

He said that in viev ot the ooke situation, German preeaure 

on Hungary oo~d not be countered by a tlat refusal; however, 

he said thle pressure vould probably be relieved in a rev 

mont hs vhen (oa1ssion) expects Germany either to be engaged 

on the Western Front i n a hopsleaa maJor ottensive, or t~ 

she does not attack, to be facing a critical internal situa­

tion. Finally Baranyai agreed to remain tor duration, 

pr ovided hie cynical proposal vas accepted b;y Germany, and 

provided he vould be tree to explain to the central banks ot 

countries having tree exchange and to t he press the real 

nature ot the proposal and the durese under which it vaa 

made by Hungary. 'l'b.ereupon t he proposal waa made to Clod1ua, 

who referred it to Berlin at t he t ime Baranya1 and I vere 

at Tr ieste. Vord hae now oome to me trom Baranyai that 

Germany is i n agreement wi th t he proposal. Another proviso 

put in by Baranya1 was that Germany should cease increasing 

the prices ot dyeetutta and chemicals whioh industry in 

Hungary needs , vhere increases e1noa the var had bean UP to 

60 peroant. Apparently Gel'IUJlY accepted thla condition 

Tha 
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DEPARTMENT OF STATE 
WASHINGTON 

January 19, 1940. 

My dear Mr. Secretary: 

I enclose tor your oontidential i nformation 

one oopy of paraphrase of telegr812 No. 5 of January 18 

from the American Consulate General, Geneva, trans­

mitting a report f r om Mr. Royall Tyler. 

Sincerely ybure, 

Herbert Feie 
Adviser on International 

Economic Affairs 

Qt 
£nolosure: .., 

No. 5 of January 18 !a 

from Geneva . ~ 

n 

-... 
'l'he Honorabl.e t-

e 
Henry Mor genthau, Jr.' 01 

Secretary of the 'l'reaeur7. 

276 

Regraded Uclassified



• . 

• GROUP IIEETDIO Janua1'7 18, 1940. 
9 : 30 a . m. 

Present: Kr. 
llro 
Kr . 
llro 
llro 
141'. 
14ro 
141' . 
Mr. 
141' . 
llro 
llro 
141'8 

Bell 
Gaston 
Graves 
Thompson 
Sullivan 
Baas 
Harria 
Cochran 
Schwarz 
Cotton 
Fole,­
'fihite 
Kl.otz 

H, JJ . J r : I will tell you ('lhompson) what I would like 
to do , Couldn ' t I sometime t h ie afternoon 
a it down w1 tb ,-ou and tha sa two gentle111ent 

Thompson: Yes , 

Thompson: Tba t is all, 

H .~ . Jr : V~ose job ia it to soo that all the a ppro­
priations - see what contact with the Chief 
Clerk up there --

'lhomps on: That ia rq job. 

H. C,Jr: How are we coll11ngt 

'l'hompson& Well, they haven • t reported the Treasucy bill. 

B .~. Jr: But before tho,- do - all these murmurs in tho 
paper. 

Thompson: 

Bell: 

Tbompeon: 

H. lo!. Jr: 

I can't get an,-thing definite, '!'bey Y.on 
1 
t 

tell me definitel,-, 

! . don 't think tbe1 would tell &Jl1body. 

Evidentl,- some leaks aro coming out through 
the same source that 1our testimon,- c&ll18 out. 

When ·are ,ou going to do some TVA financing! 
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Bell: 

H. I.I .Jr: 

Bell: 

B. K. Jr: 

Bell: 

H. Jf. . Jr: 

Bell: 

H . ~.Jr: 

Bell: 

E .~ .Jr: 

Boll: 

H. U: .Jr: 

Boll: 

H.M. Jr: 

Bell: 

B. lol.Jr: 

Bell; 
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Well, I wouldn't be in a hurry about it. They 
have still got 11 million to call on. We are 
not qui t e ready with the type. Ia there any 
particular kind you would l i ke to do? 

Yea , I would like to do the 

I thi nk we can get ready in t wo or three days . 
It ought to be very a1mple. It can't be more 
than 60 or 61 milli on. 

Why not let 1 a go to it and get 1 t out of the 
way. You a.re going, aren ' t you, the first 
week of Februaryf 

No, I think we will postpone it until the first 
or April, 

Why don ' t you take off a full week the second 
week-end before I go awayf 

All r ight. 

Why don ' t you - why don 1 t you get out of here 
on the 26th of January and come back i n on the 
5th. 

All r i ght . 

Leave on the 26t h of January and be back here 
on the 5th. 

I would like to plan thie other program. 

Ia that long enoughf Or , you could be back on 
the 6th. 

Tba t is all right. That ia plenty of t i me . I 
am in pretty good shape now. 

I lhlnk I would do that . 

If I got my voi ce back. 

Vib,y don 1 t 7ou do that , Danf 

.Ul right . 
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Bell: 

B. r.J .Jr: 

Bell : 

B.M. Jr: 

Bell: 

H, II ,Jr: 

f ell: 

H,W . Jr: 

Bell: 

H. ll . Jr: 

Bell: 

B. J.! , Jr: 

Gre.vea: 

B. M,Jr: 

Harris: 

B.X. Jr: 
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'lhis conversation between 70u and Senator 
Wagner, I know a little a bout it. OuT Emerson 
represents some of the banks in New York and 
he came in to see !lle yesterday and told me 
the story. '!hey seem to think there 1s a need 

for th1s legislation because 

This is the bank directors. 

They can' t get d1reotors they need and they 
would like to go over t .hree or four more rears 
and let the people gradually work out their 
problellle , I will know more about it later on. 

Can I forget about itt 
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Yea. Is there anything I could do with Wagner? 

He woul d like - he 1e seeing the Preaident today 

and he 'IIQuld like to have our ideas on it, 'lagner 
would, He would like ua to advise him. 

lll right. At ttda point I can see no great ob· 

jection to the legislation. 

I will leave it with you. If you will call up 

Wagner , then I can forget about it. 

I will discuss it with Foley. 

Anything eleet 

'lb.at 1e all I have. 

Haroldt 

Nothing. 

Bas1lt 

D1d you notice that &lgland had put 1n a ban on 

importation of all American tobaccot That 1• 
quite a bl ow to some of our southern sta tes. 

Bo, I did not . 
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Harris: 

H .~.Jr: 

Harris: 

Haas: 

Harris: 

B .~.Jr: 

Har ris : 

H, M, Jr: 

Harris : 

H. U. Jr: 

Haas: 

B.M.Jr: 

Haas : 

H. K. J r: 

Haaa : 

H. M. Jr: 

Baas: 

- " -
I gueee that ill the way they are goin8 to 
meet the ehippine e1tuat1on. They are juet 
banning certain commodi t ies that they don't 
coneider sufficiently important, 

I didn ' t realize that, 

The paper said they were buying Turkish and 
Bul.earian. 

Isn 't that due to a political situation! 

It mi ght be and it might not, you can 1 t tell , 
They can onl y use eo much tobacco, 

I think we are going to move that plane tor 
you &DJ day now. 
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The charges didn 1 t run up aa much a a I thougllt 
they were, They are running about $150 a month 
or eome 1111ch figure aa that , 

I eee . A hundred fifty a montht 

Yea . 

George, what about the price ot bread! 

I will have that tor you today. 

Get i t to me, will tout 

Yea . I couldn ' t get it earlier. 

You couldn' t have it by 12 : 00 o ' clock, could 
)'OUT 

I probabl y can. 

You aee, the President ampbaeized this conference 
yesterday with the Arm::/ and Navy waa an pricea, 
eo I could say something about pricee , 'llbether 
1t 1a the price of b read or the price or alr-

planea -

I th:l.nlc I can ha'le it, They prom1aed it to me. 
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Haas : 
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Cotton: 

B. !t, Jr: 
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H. ll.Jr : 

Gaston: 

H. M.Jr: 

Gaetoru 
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I thought you m1S}l t want to look at this (handing 
report to Secretary) , I have 20 cities, now. 

Bell ia going to handle food e tampe . 

Cotton etampe, I have got. 

That 1e all. 

J oe , 70u saw today quite a lo t of etuff a bout 
the U. S . S teel going into Brazil? 

I haven't road it 7et, 

~ Tribune, .Wall Street comments , 

Herbert, ,-ou and Cotton and White and Merle Cochran 

are going to receive Mr. Herbert Poisf 

Yea , at 2 : 30. I didn' t know whet her 70u wanted 
to talk about tbe whol e problem before we have 
thi e meeting or not, 

Well , I can tell eveeybod7 Juat wha t I want. 
When Mr. Welles lett, he said be wanted me to 

take up this matter of Brazil and t hat Mr. Poia 
would represent h1m. Before I sit down with 
Mr. Poi e, I want to make sure that t he same 
thing isn' t going to happen that happened tbe 
laet time with Brazil, that th ey cut m7 throat. 
I spent ~ee weeks or veey, ve r7 hard work 
with Dr, Aranha and I Just don 1t want the same 

thing to happen a gain. I Jua t like to know 
where Pe ie atanda on all thie. I would rather 

do buaineaa with Berle. 

Yea. 

I would rather do bua1neae w1 t h Berle or w1 th 

the head of the South Amer ican s ection, Dusgan. 

I a gree that eveeybod7 here - tba t Feb ebould 

bav o a chance. 

Yea. Well, there are two or three points that 

I will have to ge t a t raiS}lt wi th theae other 
bo,.a. One i a , who 1a to control the negoti atlona, 

and the other ia - I aaa,_ tha t - want to 
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H. !l. Jr: 

Gas t on: 

H . ~. Jr: 

Gas t on: 

Whi te: 

B . ~. Jr: 

l'lh1te : 

H. !i . Jr: 

Gaston: 

White: 

Gaston: 

H, !I! , Jr: 

Gaston: 
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oarry the bondhol ders 1 council along 'w1 th us 
on the thing. 

The tboue;ll t is to do it the same way we ba ve 
been doing w1 th Colombia, I mean with Welles 
and Jones and IIIY8el!' , and working w1 th llr. Trap­
hagen. 

The third point, as I see it, is th&t nobody 
shall do anything without an agreement of every­
body ae to wbat 1e being done. · 

No side beta , 

Yes . 

Herbert Feis mentioned over the phone - he a&id 
that you were now in charge of the Brazilian 
matter. 

~o ie Herbert Peie to say that? 

I take i t that he was merely repeating what was 
told to him, I don 1 t lmow. 

No one bas told me that. I have no co:mnunicat1oo 
from the President o f the United States or the 
Secretary o t State. •tr . Welles said he hoped 
I would take it up, and that is all. I want to 
know where I stand, whether there is a deal made 
that is specifically leaving the Treasury out. 

The only 110rd I got from Pe1a yes t erday waa that 
we were ready to go ahead and i t wae urgent to 

go ahead . 

I think it is very well to have that cleared up 
because 1t 111 going to be a toug)l job and a long 
headache. 

Those three or tour pointe that we want to clear 
up toda7 will make it quJ.te definite. 

I will no t work w1 th Caffery. If he is going to 
handle the thing, I won't work with h im. 

That involves sending somebody else down there. 

' 
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B. li . Jr: 

Whi t e : 

H. M. Jr: 

Gaston : 

H. )! . Jr: 

Oot ton: 

H. M: . Jr: 

V.hi te : 
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No , i t involves sending somebody up here to · 
t alk to me . -
The situation ia a littl & bit compli cated by 
the fact that there is a d i vision of opinion 
1n the Brazilian Government, whi ch makes i t - -

Harry, how can you do it when pe ople fran the 
State Department send personal letters t o t heir 

pete 1n the Government of Brazil while we are 
carrying on negotiations! 14r. Welles was -
talking in the .family, he had Jaramillo out to 
dinner Saturday nignt and he tells h i m one thing 
and the Ambassador says another thing and a l l 
these private things are going on. I don't know 
whether he talked t hings over in the State Depart­

ment and one finger on the same hand knows what 
t he other finger is doing. 

That is exactly what perplexed me, is how we 
were t o handle all these various elements at 
this end and worlt through Caffery a t the other 

end. 

I won ' t worlt through Caffery. All you people 
have got to do i s to look a t the record of 
Cuba when they tried t o take aides 1n the 
Govemment down t here , and 11hat happened, 

That was Welles , not Caffery . 

It was , but Caffery was Minister to Colombia 
when this debt thing was done . Francis White • 

wa s Aeeistant Secretary in Qlarge and Caff ery 
was Minister to Colombia. Well, I had rq 
experience wi th Mr. Caffery on the laat 

Brazilian thing. 

I ga the r that lfr , Caffery ia much in sympathy 
wi th your views . Whether it represents a 
change on his part or whether i t represents 
something outwardly - I th1nk tha t the way 
be feels now, you possibly - if somebody were 
1n charge here you would f ind that he woul.d 
be more apt to carry out your .ideas t han one 

woul.d gather t'ro!ll your r-m• • 
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B. li. Jr: 

llbi t e: 

!I. M. Jr: 

foh i te: 

B. M. Jr: 

Cot t on: 

K. M, Jr : 

Cotton: 

H.M. Jr: 

White: 

Gaston : 

White: 
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ItT own hunch 1s this ; I am talk ing out loud 
Herbert . My thougllt is this: I think thie 
thing of letting Mr . Berle be reeponeible 
for negotiati ons f or the Bank or North and 

South America has worked out very well , hasn't 
it, Harr:yt 

Very well . 

My, suggestion is that we suggest Mr. Hull and 
Mr. Serle be responsible for negotiations from 

now on and we would give them all the technical 
assistance possi ble, We wll l do i t tha t wa:r 
w1 th Brazil. 

While Mr. Welles is gone, onlyT 
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Ei ther Mr, Serle or Mr. Welles should be responsi­

ble, We will give them whatever technical a ssis­
t ance is necessary, but the negoti a t1o~s should 

take place over there and leave me out . 

You mean you "ant to change the sya tem that bas 

been prevailing on Colombi aT 

Yea . 

111 only other t hought on 1 t 1s the t the negotiat i on 

1a almost bound to go througll Caffer:y, because 

t he Braz i l 1ane '11'00 1 t send anybody up here when 
they can talk to the French and Br1t1ah down there . 

That is all the more reason to let the thing head 

up 1n tl:ie State Departltlllnt and we can g i ve them 
whatever assistance we can. I can ' t work with 

them. After all, I o~t to have l earned sC&De­

thlng 1n the last six y ears . 

I am strongly 1n favor of that i n the caee of 

Brasil. 

If we were nomin all:y in control, we wouldn' t be 
1n control. We know from past experi ence . 

I t there 1e soaae thing develops that :rou dieapprove 

ot, I t hink :rour disapproval can be e ffective , 
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3. Y. Jr: 

Cot ton: 

Gaston: 

H. r.t . Jr: 

Schwarz : 

Cotton: 

ll . ~.Jr: 

- 9 -

whereas you don't have the aame headaches 
and responsibilities in working with the 
three. 

Here there are 21 people up h ere and you are 
carrying on this illlportant negotiation for a 
new bank of North and South Ameri ca. I am 

bothered about it. Serle !a tickled to death. 
He can' t say enough nice things about the 
T:reaaur:y. I never meet him but what he haa 
ao:neth1ng nice to aay about the Treasury per­
sonnel. 

You have got a pretty good relation with the 
Council. 'lhat ia the onl.:y thing I hate to 
lose. 

Yea , that wou ld be a question of whether t he 
Council would work thro~ u o or through them. 

Bow far did I gett 

Nothing. 

Mr. J011es has called a meeting toda7. I imagine 
he wants to go into the Scandinavian thing. He 
has been talking about i t 1n the newspapers . 
I just wondered 1!' 7QU had an7thing new on it. 

The only thing that I said to L!r. Jones was 
when he was here , that I thought that he ougnt 
to, inasmuCh aa he had a Board of Directors 
for the Export- Import Bank, he ought to put 
these things up to them, and his answer waa, 
"Bow can I when there is always a leak, when 
I have got fellows l1.ke Herbert Feb to work 
ritht" Be aaid, " I have got to go ahead. I 
cleared it w1 th )'OU and the President, • aJid 

I aaid, •That ie right, • but h e said, •I can't 
do an)' business , because I aee it in the paper 

the next da7. • 

('l'o Jlrs . IO.ot&) Let Kr . CottOD , be fore he goea 
to that meeting , read m7 conversation with 

ZBS 

Mr. BUll on Finl and . Gaston ought to see that , 
too, and Cochran and 11bite, t h e people that ' 

are hAndling this . 
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Really, the only reason that I bring it up 
is that it is a ve ry serious question Whether 
the Bank should take on any other commitment 
on account of its financial position . 

Mrs. Klotz will send tha t 1n to you, Gaston , 
and they can read it in your office . Viba t 
t ime i s t he meeting? 

11:00 o' clock. No , it is 12:00 o ' clock • 

You can s ee it before then. Anyth.ing else? 

Nothing. 

Barry? 

I have here that comment on Lord Beaverbrook's 
article on gold t hat you asked for and then 
here is a resume of the various nego t iations 
about Brazil. It 1a pr etty brief and I suggest 
that if you get a chance you g lance over lt 
so tba t 1f you could tal k w1 th Hull on Brazil 
you will have a pretty good idea or •hat the 
various parts of the Government wan t to do and 
are tryins to do . 

O. K. 

Mr. Foley and I could see you f or one minute, 
coul d we? 

~hat do you t hink, Merle , of le t ting them conduct 
all these negotiations? 

I wuld share Jone •a i doa a little b1 t. I don 1 t 
like to aee this arrangement with the bondholders ' 
council dropped, because I think you are bei ng 
helpful there . On the other hand, I am as un­
happy as you are over aoce of these nego t iations 
and the correspondence which is a-rized there 
which shows the negotiations have already been 
going on througn Caffery on this Br azilian 
arrangement. He baa been defini tely i nstructed 
by the department that he is to carry that on. 

Then I was right. 
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They told h1m to hold orr and then he sent 
a long memorandum pleading for a chance to 
get in, t e l ling how urgent it was , then they 
gave lllm definite instructions to get in. 
That was along in - around the firat or 
October. 

Is t~t the memorandumt 

No , that gives a picture or what the President 
wants , what Caffery wants, and so on. 

How about t his time tablet 

We are going to take that up this afternoon. 
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This is for a general background and familiarity. 
It will ahow also t he diffi culties. 

I wo\Ud like to sa7 ano ther word wh 7 I thinlc 
your approach is the righ t on.e 1n t h is case, 
if I may. 

Please. 

The debt negotiation 1a going to be much more 
difficult than the Colombian. There are man7 
more cross currents and I think they will be 
p laced in t h e position "ttl ere the:r will have to 
let you know, because if i t involves any money 
or any quibbles, you simply will be as much in 
on it so far as the steps that are being ta.ken 
are concerned as you wo uld be if :rou were par­
tici pating ~ t h e responai b1lit;r will not be 
:rours to share with oth ers, and I think you will 
rind in effect that you will have just as much 
power that way as the other way and I think you 
will be saved an awfUl lot of meetings and 
friction, and so on, and ;ret the net result , I 
think, will be the same . 

That would c0111e under my mo tto for this year. 

There is just one point on this, Mr. Secretary , 

1f I m&7 - -

Don • t you all know my motto ror l940T 
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I don ' t . 

It doesn ' t apply to you, you are too new. 
lie will wear you down a little bit before 
you come under thia. 'nle motto 111 , "Be 
com.fortable." 

Where were we? 

I waa about to say something, Vlhile things 
may move emoothly on this Bank whil e we are 
preparing the technical side here, I sti ll 
feel you cay get a reaction or not be so 
easy when the matter comes before Congress. 

I do , too. 

'nlat is all right . 

I take 1t ...nat the Secretary was referring to 
was the absence of friction, disturbing friction , 
aa they draw it up rather t han successful execu­
tion of the final steps. 

I would think it over a little bi t before I 
l!lllde a final decision on that. I would wait 
and eee how we do this a fternoon . I f I can 
see you just a minut e sometime tomorrow --

Have you hea rd any more trom the British and 
French joint commi aeion? 

Not a thing on what you are interosted in. 

They are chlsellng, not going ahead as they 
were and not getting anywhere at all, 

Ask llcltay t o make an appointment for you. I 
will talk to you about it. Ask llcltay to fix 

you up an appointment, 

Yes, air. 

Regia t er w1 tb llcltay 1! you w.nt to a ee me. 
Today i a the lBth. You (loire. lO.otz) remind 

ua. 

On t he Schenck caae? 

/:88 
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I told you I had a conversation yesterday with 
John Byrns. I think the material was sent 
over to the Department of Justice last night 
and Sam Clark told me when I was talking to 
him on Monday that he thought he would be able 
to send the case to John cahill by the end or 
this week . 

Tbe end of this week! 

Yes . 

!llrs. Jnotz, 1f you will take that again, it 
will be lllon<UQ" . I always want a deadline on 
this - here, this is you, the two or you to­
gether, 

On the Indi anapolis situation, and on this 
Kentucky Company, I have got this memorandum 
trom Helvering . Have you seen itT 

Yes , s ir. 

I would like to know ~hen I oan expect that you 
will take A~. Elder before the judge . 

~89 

\'/ell , we a greed tha t we would go ahead and see 
what we cen develop on the Kentucky rock asphalt . 

When? 

We thouS)lt that would take ten days. 

Too l ong. 

We sent another man out there last night . 

'!hat 111 an awful long time. 

No, Mr. Secretary , I think it 1t is going t o 
be done carefully, 1t has to take that l ong. 

I don • t think lba t is a l ong time • 

You dcn ' tf 

No, sir. That is one job that wants to be 
done r i ght . 

• 
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All right , tbe 27tb or Jauuary. l'le will bring 
that up again. 

I pointed out it was only nine days . 

The 27thY 

Ian 1 t today tbe 18thY 

Yes , but the thing is dated the 17th. All right! 

Yea . 

Herbert? 

I haven't anythins more. 

Herbert , ask aome more about that eo- called 
thing that they sent over to me about these 
four submarines 1n the Caribbean, will yout 
I got a memorandum rrom tba Coast Guard. 

Yes. 

Couldn 1 t we send eo rt or a round-robin to our 
CUstoms collectors down 1n the Caribbean, or 
something like that? 

I suppose 'tlhere they have been aeen is aut 
among the islands. 'lhe onl.y collector would 
b e that Puerta Rican man. Be reported a 
sub at one til:le several gonths ago. 'nl,ere 
i an • t any doubt that there have bean French 
and Br1 t1sh subs in the Caribbean for aaae 
time, aome months , and nobody has shown that 
there 1s a German aub down there, so far . 

Check it, will youY 

Yea. 

They automat i ca lly report those i n , Mr. Se cr e ­
t a ry. 

The y dot 

That ia wbat llr. Gaston aa1d. 
r eporta come by pa aa1ng abi pa , 
come 1n close to lando 

!l!os t of those 
unleaa they 
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B, l! , Jrs 

Whi te 1 
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Who w.nted to eee meT Barl"7' 

Yea. 

You and Fol e7T 

Yee . 

o. Jt. 
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• Operat or: 

H." ' .Jr : 

0 : 

!1. " .Jr: 
Gordon 
Rentschler: 

JJ . " . Jr: 

R: 

;;, " , Jr: 

R: 

R: 

H. tt . Jr: 

R: 

11 . '' . Jr: 

R: 

:! . " . Jr: 

R: 

H.''. Jr: 

R: 

H.'' . Jr: 

R: 

Go ahead. 

Hello. 

Go ahead air. 

Hello . 

Hello . 

Good morning. 

Hello , Henry'? 

Yes . 

2Q2 
January lg, 191i0. 
11: 53 a . m • 

I r eached oy brother Pred last night . The r eason tor 
the delay I round was t hat he had to take b1a Wife 
to the hospital over at Palm Beach. 

Right. 

An~ he will not know until Friday morning just what 
they have to do . 

I see . 

He doeen•t think it ' s an operation . 

Yes . 

It looks like it ' s a question or some kind or an 
infection which they hope to get over. 

Yes . 

Now Fred 1s goi ng to call me, it t he doctors say that 
i t ' s o.x, he ' ll come right up and meet you Sunday 
afternoon. 

Good. 
It they say that he has to stay longer he'll let me 
know and I ' ll ring you baok t omorrow as soon as I 
get t he word troo him. 

Right. 
Sorry. It 's one or the tiDes out or a dozen, it 
just couldn 't be done instantly. 
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• H.'' .Jr: 

R: 

H.':.Jr: 

R: 

H. . ,, . Jr: 

R: 

li .H. Jr: 

R: 

H.u.Jr: 

R: 

R .l~ . Jr : 

R: 

!1 . 1' .Jr: 

Rt 

H." .Jr: 

R: 

H.li.Jr: 
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I understand. 

But I told him I knew you'd thoroughly understand. 

Surely. Well thank you eo muoh . 

Now in the meantime 1t I oan be ot any help Henry, 
don't hesitat e. 

No . 

Beoauae I can get your point ot view and t alk wlth 
Fred, but it would be very much better I think, 
it you and Fred t alk directly with each other. 

I think eo. 

So as soon as t he doctor gives h1m the word that 
he knows. 

Yes . 

And Fred's hope last night was, that tb1e was a 
local infection that had nothing to do with an 
operation. 

Yes . 

Although her blood count was in trouble and her 
blood yreseure low, so that he wasn ' t sure . 

Right . 

But I'll let you know as eoon as he calls me 
tomorrow morning . 

Thank you so much. 

All right Henry. 

Goodbye. 
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!!.!' . J:- : 

Oper ator: 

!! . tJ . Jr: 
Herbert 
Gnston: 

H."'.Jr : 

G: 

H." . Jr : 

G: 

P. . '' . . Jr: 

G: 

G: 

H.V.Jr : 

G: 

i-L ~! . Jr: 

G: 

H. ,' . Jr: 

G: 

H." .Jr : 

G: 

H. ·• .Jr: 

G: 

Hello . 

Hr . Gaston. Go ahead. 

Herbert? 

Yes. 

January l S , 194o. 
2 : 26p. m. 

That summary t hat Cot ton pr epared tor me , what I 
call the timetable on the Brazilian loan. 

Yes . 

I gave my copy t o Jesse J ones in confidence . 

Yes . 

And would you ask Co t t on to ~ake ~ new one tor me , 
and send i t up t o the house? 

Yes. I ' ve been trying t o ge t a hold or a copy tor 
myself , but I haven ' t been able to. 

He only had one and I got it a t one-fifteen. 

Yes . 
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I don ' t need it • t 11 tonight , but I was Just making 
a record, that I - · 

Yes sir. 

Did give i t t o Jones . 

All right, I ' ll ask him to do t hat. 

Bell said sonething to ~e tunny, he said, "You know, 
I ' m just ted up on t his Fe1s" and 
he said, "I' m going to bave Berle put on as Director 
ot t he Export-Import Bank instead or Feis•. 

Rub- bub. 

He said it's taken me a long t i me, but I've got 
no use tor him. 

Ruh- hub. 

O.!C. Herber t . 

Fi ne. 
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F. .P. Jr: 

Operator: 

H.V.Jr : 
Ben 
Cohen : 

H.".Jr: 

C: 

H.'' . Jr: 

C: 

l-! . ,, • Jr: 

C: 

H.11. Jr: 

C: 

H.".Jr: 

" · v . 

H.!-! . Jr : 

C: 

0: 

H.li . Jr: 

~ac:; 
- 'Jv 

January lS, 194o. 
4:00 p.o. 

Hello. 

Mr. Cohen. 

Hello. 

Hel.lo. 

How are you' 

\·/ell I escaped uneinged. 

How do you feel after being £cclei~ed for two hours' 

Well it was a r ather long drawn out affair. 

I hear you were ewell. 

Well I don't know because t hat is , it's hard to tall 
you know whether you make progress or not. 

No they said you were ewell and everybody is 
mystified and wants - 1s the White House in on this 
and all the reet of 1t . 

l'lel l I won't say anything . I Just -ah - ah, aeeume 
I have a right to be t he r e. 

Well seriously I want you to stick by us now. 

Well I - I'll do everything I -

I hope you get a chance t o tell the President. 

Well I w1ll , and I'll be happy to do anything 
I can in View of the t act that it seeced to be left 
pretty well. Well I don 't know whet her I'll talk 
to J.!arrlnet: unless he phones me . 

Well -

Because they seemed to be ~<1111ng to play ball. 
It was e. 11 t t le hard to tell . You probably knott 
from the account Whether they are really going to 
do it or not . 

Well I understand that Marriner ' s attitude was 
quite di fferent today. I mean -
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!l." . Jr : 

C: 

I' . ! ' . Jr: 

C: 

H. •t . Jr: 

C: 

R.tt . Jr: 
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But I think there nay be a real pos s i bility of change 
ther e mainly because I th i nk they reali~e and 
possibly some reali~ation out on the coast that t hey've 
got to do something. I ! we oan only ~eneuver the 
Board into a posi t ion of supporting us instead or 
giving comfort to the o ther fellow, hal! our battle 
will be won. 

I told t he boys there ' s only one suggestion that I 
have to make , that t his i dea or Uni t ed Fund I'm a 
hundred per cent !or it . They raised a question 
well the Federal Reserve may ge t some of the credi t, 
I said, "They can have all the credit as far as 
I ' m concerned only if we can ge t t he thing 
str a i ghtened out• . 

Ye s . 

The only condition-

I don 1 t think in vle>: o f the :tight you ' ve had to 
put up ther e ought t o be any cuest ion of credit. 
It would be a great achi evement i f you ' d get them 
to claim the credit. 

That ' s true t oo . But t here's only t he one t hing, 
and my own crowd agree with me , and I >rondered 
\thether you did or not , 1e we can ' t afford t o 
change the date or February l~th . 

Oh no, indeed , that i s one ot the best , at l east at 
this stage . 

Yee . 

One ot the best f orces t hey have to use . I mean 
t hat I think i t was fairly understood t hat t he 
Reserve i n order to get , t o help ge t ac tion, was to 
say we've go t to do something before action i s done 
on this other t hing . 

Well -
That is it may not be absolutely done before the 
bearing begins but I mean th e bearing could be 
avoided if they agree to a plan sat isfactory 
before t hat but if not on~ has t o pr oceed with t he 
hearing. 
Yea, but I mean t hat' s a deadline and we can't 
&!ford, as t a r as Giannini i a concerned to be 
caught bluffing. 
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!I ."! .Jr: 

c: 
l! ." .Jr : 

C: 

:t ... . Jr : 

C: 

H.' ! . Jr: 

C: 

H.'' . Jr: 

C: 

C: 

C: 

H.li .Jr: 

C: 
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Oh no, I agree. 

Right . 

I agree. 

Well , and the other thing -

Otherwise he ' l l drag t he t hing out hoping that 
somethi ng will happen in No vember. 
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That's i t . Well I ' ve had them looked up. There was 
something a couple ot years ago where I asked t he 
Federal Reserve whether t hey wouldn't , as I reme~ber 
it, cancel the license or permit tor the holding 
company, see? 

Yes . 

And my memory i s they turned me down. In ' 37 • 
Well t he boys are l ooking up to see just happened 
a t that time , because we've tried that once before , 
and it' s just as well to know what happened. 

Yes I know. 

I can' t remember , but something happened and as I -
I think then that Trans-America sold enough stock ot 
Bank ot ~~erica so they said t hey didn' t come under 
t he holdi ng act . That 's th~ way I remember it • 

• Well it would be good to know just what they di d do. 

They' re l ooking it up. 
ve -

But you stick with us until· 

All right, I • 11 do ever ything, anything I can. 

Ben' 

Yea. 
On the ouestion ot, this whole quest ion ot holding 
company; t he quest i on ot bignese , the question ot 
bad management and- the whole question ot, what I 
I call t he faith ot the New Deal i e at stake. 

Oh there' a no doubt. It you let a big banlt like 
thU get away with it hov can you do anythi ng with 
the smaller t ellova on the bridge . 

Well , t he unfortunate thing is t he tao~ that the 
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~ . .. . Jr: 
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n. " . Jr: 
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f ellow has been eo big, he baa got away with it. 

There 's no doubt about it. 
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I mean that's the unfortunate thing , ~~d I ' d Just 
11ke . to, i n t he next twelve months, set tha t up as 
a good bank. And the l ast thing I've been getting 
qui te a lot or mail einoe I made my statement about 
guar - l ooking after depositors' int erest . 

Yes . 

And all the letters wi th one exception , they come 
from people in Cal1torn1a and they all congratulate 
oe at last soneone has t he nerve t o set them rlght. 
In other words , to ~Y arna~eMent what I' m doing is 
popular i n Cal1torn1a. 

1·iell tha t is better news almost t han one llould 
anticipate. 

And 1f you want to see those letters and glance 
t hrough them , I ' d be deli ghted t o have you, it ' s 
popular wlth the people in California. 

11ell that ' s good. 

And I th ink that t ha t ' S i mportant • 

Well, but 1t's nice to know-

But it ' s nice to know tha t at leaet goodly numbers 
know what ' s being done. 

That 's right . Well I ' m every so much obliged, and 
stick with us until we -

All right , and I ' m available any time you want me . 

I mean your shadow eeens to frighten a lot or 
people. 

(laughs) Well I hope they don't find me out . 

tlell I do too . (laughs) Find us both out. 

All right Henry. Tbanlta eo much . 

GoodbJe. 
Goodbye. 
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Dated JaDU&rT 18, 194o 

Seere tary of S ta ta , 

Waah1nct on. 

165, Ja.DWU7 18, 2 P• •· 

l'.ec 1d 9:25 a , a , 

I bad a word thh IIOI'Dilll; VI tb Ph1llipa who vaa 

obvioualy very p loa aed that the effect of the loan con-

veralon &DDOUDcement reported in_, 163 of J&DU&ry lS, 

1 P• a, , bad been to atr&J>6then decide~ all Bri Ueh 

GonrDJOOnt aecurl tiu. Var l oan for example which cloaed 

laat ni ght a t 96 imediately ODoved up a point and a halt, 

Incidental}T the price of war loan vaa 92- 3/ 4 on December 

2lat. 

In thia general connection Phillip• again &llPha•i•ed 

that the apeD4iDC departments vera aa )1t unable to live 

np to their disbnr .. •nt e~ctationa (_, 2695, Deced>er 21, 

7 p. • ·) while revenue vae tlowinc in atr ont:l.T• !he three 

110nthe preceding the c l o .. of the Britiah fiocal year at 

the and of March h alV&f& the haaYiaet income tax PIITinc 

period, Ph1111pa t ook aatia!action on r the tact that 

" the Jaraaiaha vera evan wrong about t he sotor 1ican" 

tax retnrna• which daapita the rata incraa .. effactin 

J&Zmarf let, the p11 ret1oD1nc aD4 the blaclaout ware 1A 
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has - 2- lio . 165, Jrumaey 18, 2 p. • ·, tro"' Loll4on 

\ho eircWllotancea boldins up veil . P!Ullipo concluded by 

eo,yill(: t ll&t contrary to the 11111rlce t 1 o OJ!POC te tioDO the 

i"""'dillte need. for a loan ll&a continued. to recede month 

by month. 

In connection wHh tbe message which Pincent sent to 

the Britiob Treasury l aat week , Phillipo expla ined. that 

diecuooiono were taking ylace With the Jronch to work out 

oome coordinating •cheoe for liauid.etin& Briti sh and. Jreneh 

holc!.ii\I!'O of !"=•rican securitio• but t hat H would. t&kr a 

fw clty o before &n¥thing e ef1n1te c ould. be nolved.. In 

\hie r eneral c onnection he eaid thct be did not quite 

underotnnd. from the menage whether 1t vu our 'l'reaouey ' • 

ex;>~C tll tion that the Br itio!> would lilcowice approach the 

Colll'diana . ' lhen Grahrun Towers wao hero no d1ocuet1on hP..d 

t&lcen ploce on thh •ubjec t nnd. be e.uumed. tba t the 

CGMd.iant bad. no intention of undorta\dng any liquidation 

UDder ~reeent circumstnncea and. he felt it would. be ra t her 

cumbero.,..e oending cableo fro., hero tc CllDild.e about ouch 

a COIIJ)lica tecl m tter which could. eo eati ~ be baDd.led on 

the other tide o! the Atlantic . 

J OIDISOII 

CSB 

~00 
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EDA 

Stcrttlll'Y of StntE 

Wo.sh1nston 

163 , Jnnunry 18, l p .m. 

• 0 • - 0 .. 

PU.Ill 

LONDON 

Dnttd January 18, 1940 

RECEiVEd 8: 20 a .m. 

FOR TREAS~RY FROM BUTTERWORTH. 

The firs~ big loan opErntion sinc e the ~ar , a ~50 

301 

~illion conversion issue , wns nnnounctd by thE ChancEllor 

lo.st n i ght . ThE new iss\lE is n 2~ 3- 5 ycnr of ferEd nt 

pnr to h~ldcrs of the 4 l/2% conversion lonn 1940- 44 which .~ 

is being cnlltd for rEdemption on July lst , nex t . Cnsh 

subsor1pt1ons arE not invited and holders of thE 4 l /2% 

i snut will bE d EEmEd to hnvt consented to conversion unless 

~Y February a, next , thEY hnvt given notice thllt they wiah 

to be rcpnid in cosh. In both of these respects the tech-

nique is unusuo.l but i t follows the metllod adoptEd for the 

wo.r lonn convErsion in 1932. Explcining t he optrotion nnd 

o. pptnling for the maximum conversion responsE Simon stnted : . 

" I t rus t t hnt 1111 holders rEilliZiOG the appr ccioblt 

snvi ngs in interEst chargEs which will result f rom t hE 

conver s ion nnd t hE pressine need n t the prEsent t im£, not 

only for such savings but for reducing the nmount to be 

rtbor rowcd 1n order to provide tor rtpnyment , will give 

the 
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EDA - 2 - #163 , Jnnu~y 18, 1 p . m. !rom London 

the convErsion offer thEir favorable considtrntion. " 

The conversion i ssUE hD.s h:::d n f!OOd press , most o! the ncws­

pa9t rs cmph:lsizine thE snvina in intcrFst p:::ymEnts , 

but the fin=ci:ll news finds thD.t "thErE can b e no mort 

convincing affirmation of the Government's cheap monty 

policy tha.n the conversion offered. " 

JOHNSON 

MCL 

·~ 0 

'"' . 
·~ c-
'"1 
t:: 

c 
" •• 

., .... 
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I!SU 

StorE tary of Stat£, 

Washington. 

174, January 18. 

PLAIN 

London 

Oa t td January 18, 1940 

Rtc ' d 2:08 p . m. 
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FOR THE SEC3ETA.I{Y OF T"'E TR~ASORY FRO!-! BUTTE!f,"fCRTH. 

On his own initiativE Mr . Prain of th£ Anglo- Mttal 

Company , th£ Englis h agtnts of th£ Climax l!olybdEnum 

Company calltd on mE this aftErnoon. fl.£ had prEviously 

stEn thE Ministry of Economic Vlarfart . HE statEd tha t 

h£ had bEEn ins true tEd by his principals in th£ !JnitEd 

StatEs t o obtain a min1J:nlm commitmEnt from th£ Bri tish 

and FrEnch GovErnmrnts to purchasE during thE currEnt 

yEar 10, 000, 000 lbs. of molybdEnum and that thEy wErE 

anxious to hav£ this co'mm1 tliEnt far prEsEntation to th£ 

stockholdErs at a forthcoming mEEting . RE statEd that 

whErEas thE British purchasEs from his company in 1939 

totallEd 3 , 500, 000 lbs . of molybdtnum and t h£ FrEnch 

1 , 000, 000 lbs . of molybdEnum it was tstimat Ed that undEr 

prtstnt circumstancts thE British consumption would incrtasr 

to 5 , 000 , 000 and t ha t soa:: timE a go thE Fr rnch :ted informEd 

his company tm t thEy Expt:ot£d to uaE a similAr amount 
(but 
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hS~ - 2- No. 174, January 18, from London 

(but hi: felt 1t was doubtfUl whEther th£ French were not 

overestimating thEir p~ojectEd purchases whEn thE 

qucation then at issue was merely on£ of the company 

proc\uoing sufficient to bE ablE to meet possible French 

rcqt•1rcnu: n ts) . NeverthElEss hE cons idtrtd that in all 

th£ circumstances the request of thE Climax Company was 

a modEratE one and that if thE govcrnm£ nt• gp. vc t!lc proper 

ltad to the smelting iniustrits EVEn more molybdtnlll!l could 

well bt consumed. 

Mr . Prain went on to state that in a te l ephonE 

converse. t1 on early tl'>.1s week Dr . Low ens tcin, t!l£ VicE 

PresidEnt of i!olybdcnum Company in charge or sales , had 

statEd that i f it would facilitatE his negotiat i ons Ylith 

thE British authoritiEs i.lr . Prain could inform thE tlinistry 

of Economic Warfare that tht conpany offered tc accEpt pay­

MEnt in sterling again~t a contract of a minimun commit­

ru:nt or 10, 000, 000 lbs. molybdenum, that thE ensuing 

sttr~. ing would not bE bdd by tbt conpany but ttould bE 

turned over by thE company to the American GovEm mcnt 

V~bich would givE thE company dollars and bold t!:IE sterling 

blocked in "somE sort of stabilizati on fund" . I gp.the r 

that Mr . Prain passed on this inforrmtioo to t!X A"1n1stry 

of Economic WarfarE . Dr. LowenstEin alsO informed :1r . 

Prain according to tb£ J.a.ttEr tl"..a t hE should &?ply to 

nt for any t'll.rthl:r de teiltd 1nforma tion. I told him 
quitE 
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bam -3- No . 174 , January 18, from London 

q•.11tt frankly that I knew nothing about any such arrange­

mEnt 'but that I woul.d report tht mattEr to Washington 
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a nl gE t in touch with hir.l as soon as a rEply wF.s recEivEd . 

Mr. Prain stated t bat hE had also raisEd thE quEstion 

1ti th tht Climax Company of thE ra tt of E xchan3 c to 'bE 

ustd 1n t ht calculati ons and had 'bEEn informEd in EffEct 

that tbat was a mattEr which would liE 'bEtwEEn thE British 

and AmErican GovErnmEnts . 

JOIDISON 

'\R 
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DEPARTMENT OF STATE 

WASHINGTON 

January 18, 1940. 

The Secretary or State pr esents h1a compl1.mente 

to the Honorable tha Secretary or the Traaaury, and 

enoloaea one copf or telegram No. 174 or January 18 

trom London. 
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.J•· -, 18 , lNO 

117 IINJ' 111' , PJ'eel4eft'l 

I .. eell4llll': JOU a oUppllll': 
tJoo11 'he Jew YCIII'!t !'l-• of,_, o, 
1~, -111e Ula appol11'-t of 
Wllllall R. Wlllh .. aq,.plat•l .. t of 
Banke tor 'be Staw of Jew T-'t. 

T- •1.-lJr, 

\ 
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J· J 18, 1MO 

IIJ deu' ............ . 

I .. u llac 7011 a e1119lac 
ft"'OI tba .... '!'eft ft8ea of h J t, 
uae ........ ~., wuu..; a. 11111te u ....,_tnan a ' ., 
BM*a htr u.e staw of lew '~'eft. 

Yaa.e atnatlllJ, 

.,. Wblte ..... 

' 

' 

308 

Regraded Uclassified



, • u, 11110 

"'.,.... ... I'll Ill ,, 

I .. aiJU. J• a eUn'• 
,.... 1M .... T.aatl ft-. 81 It , •• 
u:5e a •• ._ appel t • .r 
1111u..; •• ..... .. •• 18001 '., .... ,_ ...... ., .... ~~-

ftlt .... , ... , 

.,... Wbl ....... . 

\ 
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TR.EASURY DEPARTMENT 

INTER O FPICE COMMU NICATION 

OATK J'anuary 1~ , 1940. 

TO Seoreta~~nthau 

Ur . H~~ 

Subject: Retail bread pr ices 

In response to your inquiry regarding retail bread 
prices, the Bureau of Labor Statiatica 1 weekly report of 
retail bread prices for 13 selected citi es is given below. 
The data show t he average price of bread per pound on each 
Tuesday. The only changes reported on January 16, ae compared 
with January 9, were i ncr eases t or Bost on, Buffalo, and New 
York, and a decrease in Savannah. 

Boston 
Buffalo 
New Yorlt 
Pittsburgh 
Chicago 
Cleveland 
Detro1 t 
St. Louie 
Savannah 
Washington, D. 0. 
Houston 
Denver 
Los Angeles 

Actual average 
prices of bread 

at retail , Jan. 16 
(cents per pound) 

Change between Jan. 9 
and Jan . 16 in actual 
average price of bread 
at retail (oenta per pound) 

/0.8 
/0 . 4-
10·6 

0 
0 
0 
0 
0 

- 0 .1 
0 
0 
0 
0 
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Secretary Morgentbau - 2 

The tollovtng oitiee shoved changes in the actual aYerage 
pr 1ce or bread at retail i n the veeke 1ndionted. or the 13 
selected. no other c1t1ee r eported changes. 

January 9 
January 3 

December 27 
December 19 
December 12 
December 5 
November 2S 
llove:nber 21 
November 1~ 

November g 

October 31 
October 2~ 

October 17 
October 10 
October 3 

September 26 

Sept ember 19 

... 

No change 
No change 

No change 
Washington, D. 0. 
SaYan nab 
No change 

No change 
Denver 
SaYannah 
Denver 
No change 

Chlcago 
Detroit 
Loe Angeles 
Denver 
No change 
No change 

Pittsbur gh 
CleYeland 
Det-roit 
Sava.nnah 
New York 

+0.1 oente per lb. 
+O.l oente per lb. 

+0 .5 oente per lb. 
-0.2 oente per lb. 
-0.5 cents per lb. 

+0.1 oente per lb. 
+0.2 oente per lb. 
+0 . ~ oente per lb. 
+0.3 oente per lb. 

+0.3 oente per lb. 
+0.3 oente per lb. 
+0 .2 oente p~r lb. 
+0.3 cents per lb. 
-0.3 oente per lb. 
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TO 

Subject : 

Jan. 5: 

Jan . 9: 

Jan. 10 : 

Jan. 11: 
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TREASURY DEPARTMENT 

INTER OFPIC E COMMUNICATION 

I 

oAu January 15, 1940 

Secretary Morgenthau 

Mr. Haa~• 
Wheat A~ sales and other market data !rom the 
Federal Surplus Commod1t1ee Corporation. 

Export business 1n Canadian ~beat was estimated at 
about 200,000 bushels. 

The United States' visible supply or wheat decreased 
1,354,000 bushels to 117 ,275,000 bushels comnared with 
111,37g ,ooo busbele a year ago. The visible" supply 
ot corn increased SJS,OOO buebels, to 44 ,476,000 bush­
els against 45,079,000 bushels a year ago. 

The only actual export business reported was around 
200 , 000 bushels or Manitoba wheat to the Continent. 

The final Australian wheat estimate or 1S6,544,ooo 
bushels, comoared with a final crop last year or 
154,000 ,000 bushels. 

The Argentine government is reported to have made 
Finland a loan of 1,g50,000 bushels or wheat, the 
grain to be paid tor when possible. 

The British Cereal Board bought,according to reports, 
20,000,000 buebela or Canadian wheat today, which is 
one or the largest single day's purchases on record. 
The last large transaction made by England was on 
November 2S, 1939 when about 10 ,000,000 bushels were 
taken. 

It was reported that the Cereal Control Boar d ot 
Britain had closed a contract to take 60,600,000 
bushel s or Australi an wheat. This ie in addi tion 
to the 20,000 , 000 bushels bought yesterday !rom 
Canada and an undetermined amount !rom Argentina. 
Evidently Great Bri tain has oovered her requirements 
for some time. Export business i n Manitoba wheat 
yesterday ie eetiaated at about 1,500,000 buehele to 
t he Conti nent, including Holland and Norway. It was 
also reported that export interests had purchased 
1 200 000 buahele of Manitoba wheat at Vancouver. , , 

Regraded Uclassified



3.!4 

SecretarY Morgentbau - 2 

Jan. 12 : Private estima tes on t he world wheat carryover 
indioat ed the possibi lity o f 1,400 ,000 ,000 bushele 
next Jul y l, which would be about 200,000 ,000 bush­
els larger t han last July, and would be a new high 
recor d carryover. 

Sales of Manltoba wheat t oday are estimated at 
300,000 bushels . 

Jen. 13: Export business i s slow following a r a t her active 
week in expor t wheat . 

Export sales of Canadi an wheat to t he Conti nent t oday 
are est imated at f r om ) 00,000 t o 4oo,OOO bushels. 

Canadi an and Austra lian wheat suoolies are held 
a l most entirely by the governm~nts and only a small 
part hedged by sales of futures; therefore sales of 
large amounts of grain oan be made ft~thout affecting 
t he open-market price. England normallY. imports more 
than 200 , 000,000 bushels of wheat a year but may 
exoeed that figure under pr esent war conditions in 
order to build up a reserve e speci ally in flour . 

The vi s i ble supply or wheat in Austral i a i s now put 
a t 118,000, 000 bushels, an increase of 23 , 000,000 
bushels over a week ago , '<h1oh comoares with 
96 , 000,000 a year ago thla time. With an exnortable 
surplus of 146,000,000 bushel s after deduct ing the 
sale t o England or 61,000,000 bushels , ~he.unsold 
sur9lus 1n Aus tralia i s about g5 ,000 ,000 bushels. 
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P.obert 
Wagner: 

!!HJr: 

W: 

li: 

~~Jr: 

W: 

w.:Jr: 

\t/: 

Hl!Jr: 

V: 

!D!Jr: 

W· 

HMJr: 

W: 

HMJr: 

Henr,., 

Yea , Bob. 

This 1S Bob. 

How do you ••.• •• 

Januar y 19, 194o 
4:58 p . ll. 

Henry, I -- I'm in a little embarrassment . You know 
I -- I got a lovely invitation trom you and Mrs . 
Morgenthau to dine on the 25th' 

Yea. 

I Just discovered that the State Federation ot 
Labor are gi v1ng a dinner in honor ot their new 
Presi dent vbo took Rene ' s place on that night and 
I had aooepted t hat invitation. 

Oh, tor heavens aakea . 

I torgot all -- t orgot all about the damn thing, and 
I was just confr onted with i t. Now what will. I do' 

Well, I - - I suppose you ' ll have to take whatever 
the tirst inVitation was . 

Yeah. Well, it vas - - I did -- well, I - I torgot 
all about it. You know they always have t hese big 
Labor dinners and it you don 1 t go -- I don 1 t know 
how t he bell to explain it to them now because I ' ve 
accepted it. 

Well , I t hink you ' d better go. We'll miss you 
t erribly but we'll • •• •• 

Yeah, wel l I - - I ' l l tell you , I missed the last one 
at your house and I jus t -- I just was atraid I 
mi ght . not get another chance. 

You' l l get three mor e . 

Well , then all r ight . Well , shall I -- will you 
explain •• • • • 

I ' ll - - I ' ll tell El in or. 
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W ill you tell her' 

I ' ll tell her t onight. 

Oh- don't forget it now , will you so that ••. . •. 

I ' ve just written 1t down. 

~I ell all right , fin e , Henry. 

I'm sorry but I understand and I'll explain it to 
her. 

Oh fine - well, you know how those damn t hings are, 
the:y •.•..• 

I lo'..now. 

It isn't being there, but it you 're way it's the 
time t hey talk about you. 

Righto. 

Say, Henry •....• 

Yea. 

•...•• we were with the President yeeter da:y. 

Oh , yea. 

And of course as I expected -- ae a mat ter of f act , 
I sent in word ahead of time that I had bo be 
Just said be couldn't change his attitude, 

Yea. 

You know, on the Directors. 

Oh, :yes . 

You know the -- the inter-looking directorate. 

I see. 

So t hat you don ' t have to bother about it any more. 

o. x. 
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You reoenber I spoke t o you about it t he ot her day. 

I know. 

And he also brouu.ht up that mat ter that you want 
to see Steagall and myself -- Glass and myself 
about. 

Oh, he did bring i t up? 

He brought it up ther e 
of us . 

That's interesting • 

Yeah . 

liM. t -- what did he say? 

right there with t he two 

1/ell , I t ol d hi m t hen t hat -- t hat you had already 
&rranged to see Glass , Steagall and myself on it , 
and he sai d he wa s very glad of it because he said 
you fellows ought to under stand that situation. 

I s ee . 

\Tell , I sai d , "Henry has already" -- or "The Sec­
r e t ary• , a s I put it, "The Secretary has already 
sum~oned us and we 're going to -- he ' s going to - ­
as soon as Steagall comes back he ' s going to t ake 
i t up with us. • 

1/ell didn ' t t hat please t he President? 
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Oh , very ouch , yes ! Very nuch l But he-- he opened 
it, you know, or I wouldn' t have sai d anything. 

Isn•t that interesting . 

Yeah. 

1'/ell , he has it ver y much on hie mind. 

Ye a, and I t hink t hat he thought maybe Carter was a 
li t tle sympat hetic t o t he -- t he fe llow out t here . 

Yeah. 
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But he seemed-- Oarter seemed to know a little 
about it, 

He d1d'l 

He did - - he seemed t o know something about it but 
not -- oh, not that he was with this tallow at all. 

Well • ...• . 

So whenever he -- t hat tellow comes back we ' ll sit 
down . 

Good. 

All r ight. Vell , you won ' t t orget now. I don ' t 
want to get i n bad with Mrs . Y.orgenthau. 

No, no, no . I'll tell her rigbt away. 

Thank you very much, Henry . 

Thank you tor calling. 

You under stand? 

I understand. 

Goodbye. 

.. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN1CAT10N 

TO Secretar.r MorcenthaP 

,ROM 
Mr , CoehrAl1 CO N FI DE NT IAL 

Tllt foreign exeluulee marke t vaa extremel7 dull todq, vith a greatl7 re­
~uced turno..er . After opening at 3 · 96-3/4, oterliDC IIICYod ott on oome o-.11 
oellill!l to 3. 96 i n the micl.-atternoon. 'l'he olooi DC quotation ,... 3 . 96-l/4. 

Sale• of opot oterling b7 the tour r eportinc ba.nl<o totaled :1.26J,OOO, froa 
tho rollovinc oourceol 

B7 eoC2erelal concerns •• •••••.•••••• .. •..•..• • • 100.000 
B7 forei gn b a.nl<o (Europe and South ~rica) •• , , 163,000 

!otal • • ••• • , 263,000 

Purchaooo of opot otorliDg amounted to '175,000, ao indicated belov: 

By commercial eoneern• ·······• •• • • ••·· · · · ·· · ··' 138,000 
! 7 toreisn bant. (Europe) • • • ••.•• ••••••••...• • • 37 ,000 

Total •• •••• , 175 ,000 

The follovlng r eporting banks oold cotton billo totaling ' 132,000 to tho 
Britioh Contr ol on t he baaio of t he official rnt o of 4 . 02-1/21 

' 70 ,000 b;v t he Ou.arant:r Truot Compan:v 
55 ,000 by t ho Cbaoo National BN>k 

] ,000 by the National C1\7 BAnk 
~32.000 Total · 
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On oelliDC of CJlildero in .ba t erdall, the !lev Yor k market r ate declined to 
·5316 b7 noontiae, AJ14 eaood turther in the attenoon to close at . 5315, 

'lh8 ot her hportant curreneieo clooed ao follovo: 

French franco 
Sviso franco 
Belgao 
Canadian dollar• 

.022'4-3/S 

. 2242- l/2 
.1662 
11-15/l~ diocount 

Ve purcheaed t he folloving aaounta of gol d froo ·t he earmarked accou.ntt of 

tho banltl indica ted! 

$15,000,000 from the Bank of lra~~co 
1 , 125,000 fro• the Bank of Mexico 
1,030,000 fro• t.be lational Bank of BelgiUII 

$11 ,155•000 !otal 
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'l.'be 7ecleral Reaern ll-.alt rtportecl to ua that the lfetherlllll4a llulc wu ah1P­
p1DC $3,225 ,000 ill &Dlcl fro• the lfetherlllll4a. 'fhh ahipMilt h coaaiiJolacl to ths 
lederal Ruern BeD!< of lfew Yor k, to be •~keel f or account of the lfetherlllll4e 

Balik. 

'l.'lla Lolldoll 8})0t 11114 f orward price• for dlnr were both fixed at 2'24, off 
1/'44. 'l.'lla t1. S. equin.leah were 39 .271 11114 39.0U. 

l!al:l41 11114 llersaa1 a eD4 the !Te&aUr7'• pricea for f oreip allYer were­
cheJICecl at J4-3/4; 11114 35~ reepec thcl)'. 

We :acle eight purchaeee of eilnr totaliJI« 6o3 , 000 OWIC .. uacler the IUnr 
Purcbaae .let. Of thh amount, 278,000 oUDCea r epreeentecl tvo aalea of trecliDC 
ailnr which a New Yor~ bulc aacl an .l&erican refining COq_)&IIT purcbaaacl ao•e 
t11<e 8£0 in Jl'ew York. Both of t heae eal,. t o ue were for clellTeey on JU10Ar7 22. 
The rel<&ioing 325,000 ouncee wu new pro~ction e11Yer fro• toreip countriee 
am .... ptU"cbaaecl for forward d.eli'l'eey. 

We aleo purchaaacl 200,000 ounce• of aliTer f r o• Cane4a. 'rima fez ill J-.r7, 
we han boll«bt 700, 000 OUilCU fro• that CountrJ uacler O'CU' regll].ar llOilthl)' acz'II­

•Dt to purchaae lip t o 1,200,000 OWICII, 

~0 N Fi a) EI'JT IAL-
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~~~ OF FOREIGII AND DOIIESTIC COIIIDC1t 

,0 

For 

omcz or THI DIRECTOR 

1/19/40 

Bon. llenry llcrcentb&u, Jr. 
Secretacy or Ule Treasucy 

Sent to rou at the request or 
Mr . Noble, Under Secretary or Commerce. 

5?--~. ~~ 
J....., e 'I • I o~.~~~& 
Director 

I 

•• #I 
·•r 
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....... -· ... ...,.....,. 
GRI!:I!:NBAUM, WOLr"f' !". ERNST 

285 N AOiaON AVE N UE 

N E W YOJtK 
.~, ...... . ..-.. . ._ ....... . 
• c. ..... • 

January 19, 1940 

Ron. H.nry liorr;enthcl, Jr, 
2211-aotb Street , N. w. 
Waahincton , D. C. 

Dear Renryt 

Botw.en appolnt..,to I han been able to dictate the encloeed, wh1oh 
I ba•e not r u.d . It hae been extrac ted troa e.,.. old d- lli:e wbJab 
Yu OppenheU.r dug up tor •, I do not knCIIr 1t it tsrlfb&t '70U ...at• 
to work on. Tbore are two pricele11 tt .. a whiob I lett out, wbiob I 
re 1'1111 to r;ive to you beoauae I am uau.; tbaa i n ~ epeeob, but I 
thoucht i t only fair to t ell you or tbia, Pleaee phone to M and lot 
.. know 1r Y•>u want me to do anythifti elu in rer;ard t o thia, 

I telephoned to thia guy Lnin who 1a runnifti the allow and aeked hi m 
what klDI or a eplel they wanted you to gbe. Be add that it -a 
up to you, that the progr am would be ao rollowet Be will preaide1 
Frank Well 1till •ke the presentation t o J udge Le"-n1 and tben I 
will do the prennting to you. You and Judge Le"-n will or ocurae 
han what eYtJr tiM you want ror apaak1ng1 the others are told to be 
abort and aroappy. Be aaid that he thought i t would be appropriat e t or 
you t o aay m.,.thing about your uaooiation with the .Uliano• and 
than t e ll tit- hCIIr the country ia run, wlat the world 1a eoaifti to , 
&Dd what tho adJdniot .... tion 1a doifti about it , - - add1Q6 tlat it 
would ba tht a .... kind or a apeeeh u the Preaident or the United 
Stataa wouH make. I told hia thie aou.aded wonderful to .. &Dd I 
would paaa lt on to you. 

The really iaporta!l1: item that LeYin r;a•e ae waa that black t ioa 
are O.lt. 

UO tDLI 
EIICL. 

Sincerely, Q 
(~ 
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••P at Col4 lpr iJI& . Ill r.t......,. 1810 lire. I~ l.,..ta4t 

llllll the T.II . B.A. to be .... 4 b)' thea to .. a jo1Dt n.oatlon oaaop 1a 

-ory ot ber 11..-baad li&amd Jeuetadt. !hie citt wu aooepted 

by both imtitutione , but they eDterta1oe4 doubt ae to h• the 

expe r hleDt ot a jo1Dt o•p .,...,14 work out. !'bey Urtered into a 

it 11'&1 "delirable to ba're at leut OM year'• experie1111e 1n tbot 

o.otual oolld\IOt ot a joiDt o•p. " 

t bo T.II.B.A. -Dt to the •-P· !'bat wu the tirat tiM that b~ 

t l"oa tbe T had been there. 

DllriJI& the eu-r• ot 11110, Ull, 1912 and 191~ the 

o.,p 11'&1 operated h7 a joiDt oo..tttae. It did 11ot pr""e to be 

a baps>T uperiaat. !lro aa.pe _,.. eo114uoted 011 lurprile LaD, 
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0 ,. by eaoh ot the orpnuationa, aDLl the enterprise wu n n 

Wider the ~aatad ,.. "Eclaoation&l All i&!IDe•I. II. B.A. ca.p. • 

There no 11111oh diuatutaction trca both partie• and in the 

(?) 
winter or 1914/a joint aamp ooDIIIittee oonliatin& ot repreoentatiTea 

or both or,anila tionl •unanilloualy &~reed that the t1oo cape 

.... t aooner or l ater be eeparated but that a joint cap be 

cond110ting durin& the ooaillg •-r, • Pelb 11, Warburg , who wu 

then t he Pruident or the T.H. II.A. , na not aatlat'ied rith thie and 

auggeated the tor•tion of a omml.t tee to be called "'!'he Preeh Air 

Colllllittee ot the Jewiah Educational lnatitutiona ot !1- York," 

wh ich would take onr the lll&ftage•nt ot the oup. 'lor ne Juetioe 

SUNel Greenba,.., who waa then Prelident ot the EdiiO&tional Alliance, 

aathtied, aDLl a •et1ng no held at h ie obul>era, which wu attend-

ed b)' ltr , lfarburc. At thia •etlng it •a• decided• 

·. 
PIISr. A joint Caap Committee ahall be a ppointed con­
aiating of leTen MJBbera • de up a1 follcorll fWD to be 
aeUote4 troa eaoh ct the aooieti., and three to be 
aeleoted troa other 1 ourcea, and to be acceptable t o 
tlw otlwr tolll'. 

-2-
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IICOIID. t'b1a oo.Utt.e eh&ll baTe abaolute ocmtrol oL 
the -ce•nt of the jo1Dt oaap w!tioh 11 to be ""' aa 
one 1Ditltution. 

la V.aroh lSIH th1a plan wao adopted by 'both orcan1aatlone aa an ez-

pe dDent and reooluticme were paooed proTldin& tor tho runn1ag of 

tho joint oo.ap on the bello eet forth tor the ooiiJ.DC •-r, •tt 

be~ underotood that neither or the two 1Dit1tutl~m~ ohoald be 

'bound 'by the plan tor one ,ear. • 

.l joint ooosittee of .. nn wao appointed. !'be repr .. en-

tatiTeo ot the T,M,B,A, were I . Bdwin Ooldwaooer ond fbeodoro B. 

Riohter. The Eduoatioaol Allianoo reprooentatine were Bernard 

11. L. &,.DOt and Sidney Bl,..nthal, !be threo 11leoted froa othor 

oourooo were Herbert B. LI-n, Edward a. Gree nbaua and lleDr'y 

llorcenthau, Jr. 

fb1a oo~ttee o~ leTID dnoted theuelTel to the tuk 

ot runnins the oaap. .liter oaretully otudyiQ£ the oituation, one 

ot their tirat aoto wao to .-on the bJphen in the title and to 
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'h•• it the - •~~~arprt .. Lalol c..p. • Tbat,.... clul'iJI& the ...-r 

ot 19H, tnat)"-IU ,.e&re qo. 

was oooD tor,otte!l . llo qu11tion - up tl.- tollcorin' year t¥t' t l.-

yoat" &tter that. lJIIIMcl NIIOTI.Jls tl.- bn>beD •cle tl.- o~ &D 1!1-

te,r&ted whole &.Jill c&n it tl.- Ute ud TiteUv wb!Gb bae •cl• it 

lin . 

Aoti"C upo!l a ~~~gceatioD of the oo•1tt .. ot ,,....,, the 

Y .II. B.A. boat"d autbort .. d tl.- oaape to beoo• 1DOorpor&ted and it 

wae iDoorporatecl 1!1 1816 &Del in tbat ,. .... jo1Dicl Pecler&ticm u ODI 

ot itl ooDitituteut qefloieo. lD J..-1')" 1817 it opeued the winter 

oa~~p t'!l" bo)"l who are uJIIIeruouriehed and auaellio . The ~ crw 

&1111 in 1920 tbl build iDe wbloh wu tba ce•ro ... ctrt ot llr. ud 
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ohoirau or the Boo•• aDd Gro\IDda Comaittee and 1D 192S wu ohair-

• u or tho o.,..ittee whiob ..... authort .. d to •lot arraug-uta with 

the City tor the allot.at ot tuDda tor the riuter o&lllp. Be r-iued 

oa t ho board uat11 Dooeaaber 1927 . 

-s-
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ltaPac.t. 
OAA 

TREASURY DEPARTMENT 

WASHINGTON 

JU.ue.l")' 18, lNO. 

REPCll!.' Fal BICRB!ART IICJIGIIT!Wh 

In reter-e to oloai.D& acr-to UD<Ier tile Vl.DeoJ>-rr-11 
Aot , the clnelopM~Dto ciiiJ'iJIC the wei< wre u tollowat 

A oOAter•oe, t'llll7 ocrnrecl 1D a .-raaa~ ... ot tile 1Dter­
•1n, -• lwlcl 011 llloDdaJ, Juaaey 15, lHO. Tber• w1l1 be 'DO 

t'llrtl\er opport\lllitf tor aotion 1n tilio oaH \I'Dt11 tile appl1oat10D 
tor oloai.D& •v•......t 1o reoe1Tecl trca the oODtraotor. 
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TREASURY DE PARTMENT 

INTER OFFICE COMMUNICATION 

DATil Ju....,. 191 191lo 

'ltON 
llr, Cochraa STR ICTLY CONFIDENTIA l 

On raotoria7 a.f\ora- llr, Pbaa..,t, .l'i!laDcl.&l C011Dool0l' ot \hoo JlrtUu 

aboU7o t•lepbo ... d .. that ha had & Mt- with HIIJ)OG\ to \he oa.'bJoot 

treated 1n paracraph II ot the aoho 'lbich he loft wUh the S.cre\&rJ' oa 

h.lsuer7 9, 11b1ch he 4aoiro4 to c-oato t o the Trt&R17 thr""C'> ... 

It • • .........,,, that he thoul4 call th1o 80ra1nc at lOzJC), 

llluln llr, Pbaoent &rr1To4 ho htD4M .. all Ullalpt4 •con ot ... _ 

reeet•t4 'b7 llr, Plllout•, which rea4a &I tollowol 

"h h&TI &1~ coat~~eplltt4 tbat when ccn41Uono por­

mlt\14 it lliaht 'be 4aotra'bla tCJr ua to retotorco the oxh$­

tnc •7•t .. of '"""hlllp contr ol liT --•• 4totpo4 to IOClll't 

that certain uporh fro• tho 1lll1tt4 J:inc4oa &114 the z.ptre 

conntrloo m oo• currtJIC7 1t hl"4 on otarUnc ohonld 'be ool4 

!or certain toretp CIU't'tDC1to u d thou 0111'rtDCito oa.rroll4tre4 

t o Hie llaJ .. \71 1 TI'O&R17, h aow feel U po11i'bb to alai .... 

110•• 1n \hlo 41root1on &D4 haTI 1 t in a1nd to otart with a 1S.Uo4 

llo\ of oo-41Uoo pro'ba'bl7 J'll'b'bor, Un, 11b1olq, flare ud Jute, 

Erporh of tht11 Go-u t1eo froa 1lll1te4 J:1n&d.oa or llop1ro oove•• 

t o • llot ot C011Dtr1oo, 1J1Cl'CII!.1nc the Ullltt4 St&teo, woulA oul7 

bo pel'lliUod ap1not o.n 11ndtrt&li:S.Dc thlt pi7M"l wonld 'bt •4t 

in ollt of a lht ot curroaciu, 1ncl'CI4111C OD1te4 Statu dollaro, 

ud tho proooo4t oold tG tho OD1 hd ll:l.ncdoa control or &110\bor 

llopirt CGDtrol, 
le will &4Th• 7"U of our aort 4tta1lod pl&Dt lahr, 'bU 

ohonld lllco 1'lll \o t oll llr. lforPilthau 'fhat 1a ill our a11l4.' 

I th&lllcod llr, n. .. nt tor pTiiiC u \h1a totoruUon. It t&ld thlt 

he hod rtct1Tod noth1JlC tl>rthor troa h1o OoTt..,..en\ with rupee\ to lh• 

ttnrol po1Dto 11b1ch are 'llllder conoldt.roUan, part1cnl&rl7 o00111'1 Ute ud 

col d. It -• otrald that the rrench dtla7 in oall1nc tor a ,.,..,.. Gf oe­

curhloo wonld .-lto 1t s.po11t'blo tor uq ooncortod acUoe 1n the &oar 

t'uturo 'b7 tho Ulllh4 J:1nc4ta, rraaoo ud Canada ill dhpooiiiC ot dollar oo­

curltlto Oil t ho .bert- aarll:et , B• &d4td, ho_...or, \hoot tho DOw a1rpllllo 

PQrchtoo procr- 11b1ch tho IlrtUu o.nd JreJ~oh are otud7lnc with ua will 

......... 117 ta..olT• & hi& tnoraa .. a erpell41turto hart 1a 19'1<> &114 .., 

alter PI'OM&t oalonlaitoao, •• •11 a 1 add to the ntGou1t7 for utno1Tt 

llqllld&Uon of aoc1D'1 Uu, 

I r•d to llr, Pbo•t t bt tiDal paracraph ot ca\leca- 165, d&hd 

J..,U&1'7 111, hoa LonAoa , 11b1oll rofarrod to tho 11(1l1d&Uoa of ~­

••our1Ua1, P1aan\ tald that be 11&4 &lroa47 wrtU• Oo'borat & poroo.t 
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ad uoffiolal 1M•• ~··s.ac w-uoa •• ""='··· plau ill t!Uo n­
~' ....,_ pr.U.-4 \o t.\ u. llaYo .-ll lafonaUoa ao be noo1T .. ill \11ft, 

I ' oll\ !WI \11&\ we woro ao\ &U:lac hill \o 4o NT\JWIC, lN\ \ba\ I ba4 
~~t~~Uone4 n.h for Mo laf-Uoa. 
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We have al wa;ye contemplated 

that when conditione permitted it might 

be desirable tor ue to reinforce the existing 

s;ret~ ot exchange control b;y measures 

designed to secure that certain exports 

from the United ltingdom and the l!lllpire countriee 

whoee currency ie baeed on eterling ehould be 

sold tor oertein toreian currencies and theee 

cu.rrenoies surrendered to His Wajeety'e Treas­

ury. we now teal it possible to make some 

move in t his direction and have lt in mind 

to etert w1 th a 11m1 ted list ot ooaaod1 ties 

probably rubber, tin, whieky, ture and jute. 

Exports ot theae ooaaodi t1ee trom Un1 ted IUogdoa 

or Bmpire sources t o a liet ot countr1ea, including 

the United States, would onl;y be permitted aga1nat 

an undertaking that p&¥aent would be made in one 

ot a list ot currencies, inoluding United Statea 

dollare
1
and the proceeds aold to the United 

lt1ngdom control or another ~pire control. 

we will adviaa you ot our aore detailed 

plana later, but ahould like 7ou t o tell wr. 
Mor&entbau what is in our mind. 

Regraded Uclassified



DEPARTMENT OF STATE 
WASHINGTON 

~344 

J an11&17 19, 1940. 

My dear Mr. Secretary: 

Mr. Ro7all Tyler bas aeked ue to t ransmit to 

10u a oop1 ot notee maCe b7 hi• oonta1n1ng obserYa­

t1ons on Hungary and Ital1 . 

S1noerely 10ure, 

Herbert Fe1s 
Adv1eer on International 

Eoono•1o Atta1r s 

Enoloeure : 

Not .. . 

Tile Honorable -< Ql -c- li) 

Henry Korgenthau, Jr. , ... ... 
Secretary ot tile Treaeur1. 

l 
-"' u,.. 

"'' !2 
U!> 

""'" .... - r o ts0 

g ..... "" -i 

f 
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8TRIC!LY CONFIDENTIAL 

Rungar1an OoYernment hae the situation well in 
hand, Nazi factions are losing ground end goyernment 
is ready to outlaw them 1t they get ott the reaerYat ion. 
Ratred ot Germany i ncreased by Nazi end So•1et collusion 
and Soviet attack on Finland. Regent in tine shape 
despite hie eeYenty-two years, Stories about impending 
appointment ot Tel ek1 aa Vice-Regent apparently baeelese, 
!llthough 1t anything happened to Regent now Telek1 would 
probably succeed hlm, Mini ster of Interior Kereatee 
Fischer becoming premier. Latter a good man. General 
belief 1n Hungary is t hat German leaders can • t make up 
t heir m1nde what to do, their calculations bei ng thrown 
out by Britieb-Frenoh determination to tight, which 
Rlbbentrop promised Hitler t hey neYer would do. Three 
Hungarians out of tour expect and want German defeat. 
They now seem to exaggerate German d1tt1culties, though 
before the war they oYerestimated Germany's might. 
Pathetic ind1Y1dual appeals from Germane tor rood gitta, 
howe•er small , are pouring 1n past censorship by t housands, 
supported by harrowing ator1ee. aJch gltta at one time 
reached e1x tone dally until Hungarian authorities limitsd 
amounts any individual could send. Present dally aYerage 
s t ill round three tone. Hungarian euthor1t1ea planning 
r ood rationing and two meatless days weekly , though 
unneoeaaary, so that v1e1ting Germane may not think 
Hungary land of 1nexheuat1ble plenty. Germany now 
makes entry tor Hungarian nattonale exceedingly dltti-
cul t. Hungarians believe t h1e 1e beoauee Germany doe a 
not want Hunga.riana to witness oond1t1ons, especially 
in Austria where young Pruae1en s.s. men swagger around 
while older nat1Ye Austrians are sent to the front , th1a 
causing resentment which mlght blar.e out despite ferocious 
repression . Responsible Hungarians are appreheneiYe 
lest Germany decide to end odious compar1eone by walking 
tn . 

At t1mes Germany hae appeared to encourage Hungary 
to ee1ze Traney1Yan1a but Ceeky told me December 1~ that 
Germany was promising Rumania deliveries of Polish war 
material and eYen guar antee of Rumania'e present frontier 
against Hungary and that German promisee of Czech war 
material to Hungary were never kept. 

Wueeol1n1 eaaurea Hungary he will i ntervene 1f she 
1a attacked from whatever quarter. Hun.gary properly 
grateful but not altogether reassured. Hungarian Oo•ern­
ment knows about Italian plane t or founding a Danubian 
monarchy under an Italian prince, perhaps Aosta. gr ouping 
eeYeral countries 1n a personal union. Grat1 tCde tor 

paet 
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put Italian help and hope ot 110re to ooae oouneel 
extra .. taot but 1t 1e 1noonoe1Yable that Hungarian 
opinion would e.er accept an Italian ring and there 
are euep1o1oae that Geraanr aay be behind the plan, 
maan1ng to uee 1t tor a new peace ottene1Ye 1nolu41ng 
aha. reeetabliehment ot Oteoh, Auetr1an and Pol1eh 
independence or at an7 rate to toreetali Habeburg 
reetcrat1on. 01ano 1 e epeecb ot Deceaber 16 eott 
pedalling talk ot a Danubian Balkan bloc und~r Ital7'1 
aeg1e, eounde •• it aboYe plan were dropped or put on 
1oe tor the preeent, 

Rungar1ane triendl7 to Gercanr talk _,.eteriouel7 
ot torthooaing reYereal ot European lineup, Gera&ft1 
r .. uaing enalt7 towarde 8oY1ete and driY1ng through 
Ukraine to Black Sea. 'l'h1e aay be de.leed to oolUiteJ:'­
aot dleaetroue etteot on Hungar1ane ot O.rcan-loY1et 
aeeoc1at1on or perhape further eY1denoe ot Geraan 
1rreeolut1on, Othere think 8oY1et will reocoup7 
Beaearab1a and that Rumania will then break up, 
enabling Hunga1'7 to regain 'l'raney1Yan1a. Preeent 
Premier may be trueted not to try any ad•enturoue 
couree, '!'hough he cannot eay so publicly, I bel1eYe 
he deYoutly praye that nothing will happen. 

In Italy oontue1on eeeae 1nextr1oable. 'l'rue 
1t 11 that Mueeolin1, attar aak1ng Ital1ane 1 tleeh 
creep with war talk, 1e now bleeeed tor keeping out 
ot war and telling Italiane their duty 11 to profiteer. 
But the etandard ot 11Y1ng ie et111 woreen1ng except 
tor a pr1•1leged r .. , pr1oee are r1e1ng 1n ep1te ot 
r1goroue treat .. nt or booetere, the etate 11 ecandal­
ouely in arreare with 1te b1ll1 BYen tor .. all IUIII, 
uneiiJ)lOTaent 1noreae1ng, O.raan 8oY1et deal 11 o41oue, 
no one •••• a way out. GoYernaent appear• not to rely 
exoluebely oft prot1teer1ng to right e1 tuat1on and the 
word go81 around that epr1ng will bring Italy 1 11 turn 
to tear ott eoaeth1na big. A taw aonthe back th1e 
wae to be at Br1ta1nTe or Prance'• expenee, then 1t 
wae to be South Eaet Europe hegeaoft7 ereot1Bg a barrier 
aga1net loY1ete. Now attar Olano'• •peace• epeech 
there 11 again talk ot malting the All1e1 pay through 
the noee tor Ital7'• torbearanoe. It 1• reported 
all a111t81'1 leaYe an• euepene1one of call to colore 
are cancelled beginning March and arrangement• aade 
tor ha•ing eohool and other roomT building• eapty by 
then, 
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The Italian prase, attar 41eple,ying a certain 
objectivity in October and November, hae ewung round 
again giving promi nence to German newe and delayi ng 
All ied newe or putting it where it e8oapet notice. 
Ge~an Geetapo agents and othera, planted before the 
war started, i n public departments and i n4uetrial worke 
a re etill there. Capping the tall German etoriet 
carried by t he Italian papers rumor• are circulated 
about t he real Hitl er invincibl e weapon, a t orpedo 
whioh can be propelled and directed t rom shore accordlng 
to informa t i on wirele88ed from ob8ervation planee. 
Thue t he t orpedo ie eteered etraight to British fleet 
wherever it &8J be. The requi site material ie manu­
factured i n underground wor ks near Leipdg all eet 
for spring when Britain will be destroyed, eto. , eto. 
I t aly ia now manutaoturing war material tor France 
and trading or rather talking trade wi th Britain, 
but Britieh bueineae-men eay they can get nothing 
done without bribery right up to the t op, t heir eeeer­
tione tallying with aocounte heard t or yeare paet from 
Italian busineee eour cee. 

Non-ottioial Italian opinion hatee Germane and 
would l ike to eee t hem beaten, wi thout, however, 
desiring Allied victory. What t he ot!ioial view 
may be ie a myatery: perhape it ie simply determination 
to e1t on t he ten at till the outcome 1a certain , thle 
f itting in with Ciano's ettorte to establieh a reputa­
t i on t or moderating Mueeolini'a bell i cosity. The 
ohangtng or the guard t hat oueted Farinacci Alfieri, 
etc . , apparently had no international color but wa8 a 
80P t o opinion t hat had come dangerously to hate t he 
partr, at the aame t i me putt ing i n key poei tione new 
men pereonall7 devoted to Ctano who i8 now reputed 
s tronger than ever, t hough oordiallT detested. Fari­
nacci and Altieri, though Na~i enthue1aeta, were not 
sacrit1oed ae euoh. 
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Ciano'e deferent, it ehitty, attitude t oward Germ&nJ 
perhapa oba7e more tangibl e reason• t han ideological 
eympathiea or evan ba l let i n Ger•an 1nvinci bi l it7• 
~uoh or thle i 8 talt b7 opi nion which i8 t or n between 
relief at not having had to tight on Germany'• a ide, 
tear or being dragged 1n ae a result ot eome desperate 
gamble bT leader• who eee no aane way out or t he • •••, 
tear that 0erman1 it balked ot other prey will co•• down 
on Trleate and a thickening epprehen81on that Ital1 will 
tinallT ha~e to pay tor the t oll1 ot thoee who make her 
riek t1ght1ng out or her olaat. As ti•e paeaet wi thout 

Ge~an 
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Geraan threats to deatroy Britain materializing, signa 
show that eoae e•en aaong the leaders would like to 
change their beta, but Ciano eeeae ooaaittad to Gersany 
and aa Ciano'• internal position waxea atrongar the 
vioioua circle eeeae ooapletei Faaclea rearing that it 
the king pin goea the7 will a 1 go wlth bla. Whether 
lt would be poee1ble to drag Ital7 into war on Germany'• 
side now or i ndeed to make Italians tight anyone tor 
anything eeeae doubt ful. But although Italy aay 
double-croee Geraany on the Danube ehe cannot be 
expected under preeent leadereblp to collaborate 
eincerel7 wi th the All iea unleae and until Germany 
ie patentl7 beaten. Ro serious indication seen that 
the Ro7al House ie gaining control. 
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~'odc.y' s ~>in,:,ncial NEWS contr. ).ns tlu: f ollowin: story 

which '·r 'loss;.blE thE British TrEs·:r, intEnds to r. void 

dEny1n.:; ' n •::1c b el i c f that j t is !\£rEly a n a ttnmt to 3 t t 

r. t t hE ~rtaaur:t ' s r Ec. l intentl ons . The Treasury added t !l.". t 

t he story \l~. s both unfounded r nd '.lltr uE. 11Th£ Finc.nc:.r.l 

News undErotr.nds t~ t in r£ctnt r•£t ks the authorl tics ~".VE 

b£3= 'lure··- scs of t'orEisn sec uri t ; c s , details o·r thE 

h<>ldil"-88 n f n"l.Ch WErE rcs i sttrt d j n th£ ea rly 1'1££kS of' 

th£ wr r ~.:\ t'Ol" whic" rEquia1t1on 'lOWErs b.nvc been gr::n t ed 

\'n:lt r t"E defence r cgul.ot1ons . "::'l'.E nperohons rcl c. tE only 

to cErt:-. . .n !.r.:Erl.cr.n and Conc.d1:.n occuri tics c.nd tl'..£ !)urc)'o sEa 

ha. vc bt En :. r x-r.n.3td b~ pr1vc. t e :".'? ro:.ch t o l a r g e hol ders , 

th£ nrJ'1£S of w:'>.ic c r. r c of cocraE .- lrtc.dr rq; istcr Ed vritl:. t'·J£ 

author1t~. es . Sever a l 1nvta t mEnt t rPsts , i t >. a belitvtd, 

have been c onc ernEd 1n these trc.~~c. c t1ons . Th£ nurctrsEa 

ha.vc nr t ur. ny 'l>£cn mr.dc on r.n cntt rcl; voluntcry bc.sis . 

ThE 
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"bem-2- No. 178, Jnnunry 19, l P • ,, ., t'roo London 

Tb£ rvrntual rralieation or thEsE ercuritirs, it is undEr­

stood, will br in tb£ !'>..and a or a Canadian concern ani it 

1s sug:Jrstrd t"a t salEs i n thE: Nrw York marla: t havr alrto.dy 

b£g1ln . I'E&I'll'lhil r ColonEl J . J . Llrwr llin' s remarks at thE 

Ministry of Supply prrss contrrEncr last wEEk, and various 

ind1catl.cns in t l'>r markEt , euggut tr_at a morE comprrb£nsivr 

and t)Ublic ;r.Fcbasr schEmE is now undrr considEration. 
11 

JOID'SON 

DDM 
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ThE Sous E of Commons r,essEd yEsterday aai t!'o.£ RousE 

of Lords will pass TuEsdn y tl'»: authorizing bill to Ennbl£ 

tr.£ ChancEllor of thE EsohEquEr to dEEm thD.t holdEr s of 

th£ c o.l lEd loan rEfErrEd t o in my 1G3, January 16 , 1 p .t~ . , 

ca n b E considErEd to havE consEntEd to convErsi on unlEOS 

by FEbruary 8 thcy g:1. vE notiCE to th£ contrary . In thE 

s cor t dtbo.tE which occ~td on this non-controvErsial 

mttEr thE following stc.tE<J Ent by Robt:rt Boothby with 

r Ef erEncE to thE tEr.Ds of th£ loan io thE only intErEsting 

obs Erva tion madE: 

"This is a vEry morttntous occa s i on, bEo::\\:JE in f oot 

what t hE Chanc Ellor has donE has bttn to lay dCII'In for t hE 

f i r ot tim£ thE ratEs of 1nttrE3t which hE thinks ought to 

9rtvo.i l in thE opEning ph:l.o£ of thE war . ThE i ntErEsting 

t :"j,ng is tint his vitw r..cs bttn ::. occptEd, not only on nll 

sidEs of this Bouse, but o.lso b1 thE Ci ty of London, 
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han - 2- No. 185 , January 19, f r om London 

th£rtby confi rming a viEw which 1 hnvE long I:Eld, namEly, 

tr~ t, givEn thE Exis t ing control ovEr thE EXChan3E and 
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ov£r thE Export of capital , th£ ChancEllor of thE ExchEquEr, 

11ithin limits , 1s practically ablE to statE r1hat r at£ of 

1ntErto t hE pt'oposes to lay down for this country. Th£rE 

1s no doubt -r.hntEvEr tmt t hE ratE of i ntErEst laid down 

by h1T.I yEstEr day in this coruu:ct1on has bEEn accEptEd by 

thE t1nnncinl conmmity as a wholE ." 

JOHNSON 

'iPD 

I 
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PARAPHRASE 0!' TELEGIW! R!lCI!IVED 

FROM: American Legation, Budapest, Hungary 

DATE: January 19, 1940, e p . m. 

NO, I 16 
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A source connected with the National Bank or Hungary 

bas given me the tollowi.ng oontidential information : 

Revaluation or the pengo in relation to t he German 

mark was demanded by Herr Clodius, head or the Ger~ 

delegation, during the commercial negotiations between 

Hungary and Germany concluded this week in Budapest . 

I n August, Clod1ue said, t he pengo had been inflated in 

relation to the tree foreign exchanges, and he demanded 

tor t he mark a similar alteration. This demand was turned 

down by t he President or the National Bank, Baranya1, who 

pointed out that the same economic condi tions wh1ob would 

gover n a oha.n8e in monetary ratios do not exist i n this 

situation as they did 1n the Rumanian. Niokl , the head 

ot t he Hungarian delegation, then was given a memorandum 

by Clodiua. In the memorandum Olodius admitted the 

validity or some or the eoonomio arguments advanced by 

Bsranya1 , but said that the question wae one or preetige 

so tar as the German Government was concerned, and the 

change was insieted .upon. 

Then a meeting or the Cabinet vas bald; the Foreign 

Minister had Just returned trom Venice , and be attended 

the meeting. On the eoonoaio point ot view, the Cabinet 

agreed 
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agreed with President Baranyai. However, Teleki and Oaaky 

pointed out t hat Hungary could not attord to turn down 

every German proposition, stating tha t they had already said 

no to the Germans on two oooaeione - tirat when they 

retuoed transit t o German troops during the war with Poland, 

and second with regard to ehipping Hungar ian petroleum t o 

Germany. Unpleasant cUsputss with the Ge:M:~ans would inn1tabl)' 

come, the Prime Minis ter said, but that it was not propitious 

to have one now, that he preferred to wait until the Spring 

when Germany might not be in a position to bring such 

heavy pr essure on Hungary as she would be more occupied 

in other places . 

Baranya1 then handed i n his reeignation as National 

Bank President , but hie triende persuaded him aubeequentl)' 

to withdraw th1e. Then he suggeeted that the pengo ratios 

be appreciat ed with relation t o the pound , French h"ano and 

tree foreign excbangee t o rates which existed in August; 

thus Germany would be denied t he advantages ot a pengo 

depreciation in rel~tion t o tbe mark, but her prestige would 

be saved. The Hungarian Government adopted this suggestion, 

and the German del egation also accepted it. 

According to the Frenon Minister, oil trom Hungary 

hae again been demanded by Germany; Ob1oz)' oonnrmed th1a 

somevb&t b:r telling me that any demande t or oil trom Bungar:r 

would 
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would be t urned down. I learn trom turther rel i able 

eouroea t hat some 1000 barges containing oll destined 
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ror Germany are troz.en 1n the Danub'-; ice has now completely 

blooked passage on th1a River. 

It 1a requested that the foregoing be kept contlden­

t lal tor t he pr esent . 

T!V.VEI\8. 

EA:LWW 
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DEPARTMENT OF STAn: 

WASHINGTON 

January 22, 1940 . 

The Beoretary or State preaenta his complioenta 

t o the Honorable the Secretary or t he Treaaury, and 

encloses tor his confidential informat ion a paraphrase 

ot telegram No . 16 or January 19 trom th e American 

Legation, Budapest . 

• 
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TREASURY DEPARTMENT 

WASHINGTON 

J-.-rr 19, 1940, 

l.lo..,ra.ndum for Secretary of the troaoury1 

Pllrouo.nt to your request tor a otat-at ao to tho baoio ot 
t he application of aootion 102 of tho laternal Revenue Code and 
oorroapondin& aootion of the Ro'"""'o Act of 1938, and tho s ettle­
moat effected ill the oaoe of !he !i&oa Herald Printing CocJ>&liY, 
Do.ll ao, !exao, for tbo year 1938, t he tollowilll 1a auboll.tted for 
your conaiderationt 

!hh corpo ration wu •r&anbed ill 1896 by 11. J. u ... t and other 
po...,ona with an authorized capital otoolc or t 26,000. 00 c11 nded iato 
250 aharoa of o"""""n atocl<, par n.lue $100 . 00 per ohere . Apparently 
only 220 aharoa han nor been iaoue d. !he newly forwed corpora­
tion then ao~uired t ho asaoto of two Dallaa n..,papero , the Timeo 
and t ho Herald, whi ch had boon Mrgod. 'the purpoae of the eorpora­
tion waa to own and operate a daily newopaper and do job printi ng. 
Tho job printill& wao diooontinuod about t-m:y yearo ar,o . 

In tho put twenty yearo there have boon only three persona 
owning atoolc in t hia oorporation1 that it , E. J, Kieot, the prooont 
oolo otookholder, hit brother w. F• Kieat who died ill 1927, and the 
widow of w. r. Khat 'lObo inherited hit fifty oht.rea of otoolc. Tbo 
w1dow1 a a tool< -• purohaood bJ the corporation ill 19~6 for $~67, 326. 00 
and hold aa t re&oury atoc.l<, loaTins onll' 170 ohareo outotondins· 

There have been no loana to ahe.reboldera ill recent ,. .. ro. !he 
bool<t allow a credit balance in favor of B. J , Ueat rangills fro!: 
$2,12~. 80 in 19~3 to a bisb of t2l,SM.40 in 1956 and down to 
$9 ,970 . 76 at t be end or 1938. Salariea paid otfioera have be<tn 
roaaonable . The a a;resate ..,unt of aalariea paid three otfioera 
in 1938 waa t43, 214. 78. 

In 1929 the corporation erected a now bll1lc11ns at a coot of 
$278,000 . 00, and in that au.e year t243,332.29 wao expended for n .... 
machinery and equipment . Tbo only major additiona or replao-nta 
oinoo then were $62, 961.15 in 19~ o.nd $22, 291. 51 in 19M. According 
to data oulal.tted bJ taxpayer, ito paid circulation baa inoreuod 
from 68, 430 on March ~1, 1936 to 86,711 on ~aroh ~1 . 1939. 
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*-'I'&Zldua tor 8eor.tt.JT ot t"- !Naau.,., 

During the ye&r 18:18 t he t~er corporation bad a Mt book 
profit ot t226, 925.81. D1T1denda ot tl28, ooo.oo nre paicl, le&vin& 
an undiatribuhd inoome tor 19:18 ot t 98 , 925.8l. 

Tho oxaminin& otfiaor at O..llae , raaa, oonolucled that the tax­
payor aof1>oratiOD '• e&rningo &lid protito had been ao-lated be70nd 
t ho roaoanable DeOda ot the buoineao , ertclenoed 'by inn.t..nta at 
$769,6li6.M 1n ee01ll'it1 .. unrelated to ito line ot 'bouinaoe, plue 
oaoh on lwl4 at end ot 19:18 at tuz.~.lll and atur liquid ... -. 
ot $111, 520. e7 or a total ot tl, lU,lOl.U ot quia!< aoooto ao ..-pared 
w1th Uabilitt .. ot oul)- $178,517.55 and an aoo-lated eurplue or 
$1,6n, 6ll2. 55. Co.paretln 'boalanoe ehe.to tor the y ean l9ll2 to 19ll8, 
1nol uoin, are attached hereto. 

A a011putatioa ._. Mde •howin& that tailure to dietribute all ot 
the oorporat1on• • inooM tor the year lell8 raoul ted 1n a eurtu eartns 
ot $55, 81:1,97. !be eole etookbolder' • pereonal inoa.e bao &Teraged 
around tzoo, ooo.oo 1n reoent yeare. 

The tax propo .. d under .. otion 102 •• doterainod ae tollons 

llet inoo1111 tor the yeo.r 19:18 

Lea a a 
!uu tor 19ll8 
Bxoeee oapital lou 117(4) 

Section 102 not s..noo­
Dl.Ticlenda paid 

thdietrlbuted eeotlon 102 Mt in-

Surtax at 2~ ot tiret tloo, ooo &lid ll~ balanoe 

t%66, 990. 78 

liS, 89&.02 

$U8, Z9T,T5 
rn,ooo. oo. 

$100,297.15 

• 211,10'.22 

!"-t~r oorporatlcm tool< atN~>ouo uoeption to the tindinp 
ot the ••••ning ott1oer, h_.-.r after tin oonte ... oee 1n the ottioe 
ot the reTinue apnt 1n obarp at oauu, tt.:~tp~pr n-ll;r oala1tted 
an otter in e.ttl_. 11b.1oh • • ooaoiclered aooept&ble 1D Ti- ot all 
the olr-tanoee 1n the oue. 
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JlelOOrMdua tor Seorete.ry ot the Tree.aury. 

It il argued in tup~er•a proteat tM.t had Jlr, J(1eat l>een 
att empting to &Yoid the po.yment of Federal ino0111e taxoo be would 
not have authorized a:tlif dividend p~nto during 1938, the .. 'by 
placing the entire tax l>urden on hia aolely OWDed corporation, and 
in ao doing would he.ve aaved o0111binod inoCIIIe taxea tor auoh :yoar 
i n t ho aJIIOUilt ot $4, 824, 52 determined u tollowa1 

llr· u .. t•. peroon&l tax 110uld ha•• 
been redlloed 

Corporation tax 110Uld bave l>een increued 

!lot oavl.ng 

$76, 527. 88 
71 , 703. 37 

• 4,824. 52 

P1eld oonteree held tb&t tbia &r&QMnt -• without -..oh weil!;bt u 
tho increase 1n ee.rned ourplua 110uld be 111bjeot to ourtax when 
ultilu.tel:y d 1etr1buted. 

Tho followin g 1a a otat""""'t of tho not p rofit or tho corpore.• 
tion for the :yearo 1933 to 1938, 1noluo1ve, with percenta~o of 
dividend dhtr1 but ion .. 

359 

Year lie~ Profit 
Be tore 
.-deral 
Income Tax 

Federal 
Inooat 
rax Paid 

!lot After 
Taxa a 

Dividendo Undiotrib· ~ ot llet 

1933 • 
1~34 

1935' 
1938 
1937 
1938 

240, 539.00 • 35,287. 32 • 
274, 694 . 36 38, 515. 09 
279,840.09 38, 901. 94 
566,279. 14 80, 627. 42 
4ll, z.4o64 72,199o85 
284,717 . 49 37,791.88 

Paid uted Prof it Die• 
IDoODO tributed 

206, 261. 88 $128,000.00 • 77, 261. 68 
238,079. 26 178,000.00 58, 079. 26 
240,7$8. 16 78,000.00• 162, 738.16 
294, 761. 12 178,ooo.oo us, 751 . 12 
539,004o69, 178,000.00 161,044, 69 
228, 926. 81 128, 000.00 98, 926. 61 

$1, 826,014, 61 $28!, 223o50 $1,842, 791, 11 t868,000o00 $674,791,11 

Prem1UJD po.id on 1took retired or purobaoed 
fi'OIIl l'o'lfoJCo 0 I widow 

382,326.00• 382, 326. 00 
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»-ort.ncha tor S.or.tary ot the !,..,..ou:ry. 

Uou~ the retu--nt ot p&rt of the capital otook 1o oonaidered 

ao l.Jicl1oatinr; that aclcl1t1oD&l capital 1a not required. In th1a 

tnatanoe o~ t s , ooo. oo ot capital atook wu ...ttr.cl and the bol&noe 

ot t he purohue prioe ot the atook -• a tuabh cliatribution. 

It,.. orally ar&~ecl by t~r•o repreaentat1Yea that one ot 
tho a&in reuona tor the o.oo\lallation ot quiok uaeta ,.. the th011&1>t 

that llr . neat .... uld Yery likely clie within the next YMr or - and 

thot t he aatiat'aotion ot hio eatate tax liability will preoent a 

major probl .. l that 11, an --.Dt eatt-tecl in exoeee ot tl,OOO,OOO.OO 

would be required in order to avoid oblir;ationa to banke or other 

lenclinr; ar;enoieo which llliE)lt att-.pt to interfere in ita editorial 

policy. '!'heir attention -• called to the t'aot that in a. L• Blatter 

and Compaey, 10!! Feel. (2d) 487 (reported at parar;raph 5, 395, Prtlltioe 

Ball Federal Tax Service 1938), attinolng !!7 B· T·A· 851 (certiorari 

denied on Ootober 9, 1939, by Supreme Court ot the United Statea) the 

exloteooe ot a purpooe to o1Japl1t)' the acllllnlotratio.n or the eotata 

or. corporation• a atookholcler - · not auttloiant to prevent the 

iapoaition or • aurtax. 

Another art:UJ~~&nt adYaDOed by the taxpoyer' a repreoentatiTeo _, 

t~.e h ot that a t the preoent tU. the oompan;y DMdo adclitioD&l 

a oblnery and e cp1i_,.t, and thot certain ot the older unlta abould 

be replaced. It 'fte arr;ued that appro:daately t300,000.00 ..,uld be 

required. Aloo it ,.e arr;ued that in dotenoinlnt; whether there boo 

been an unreuonable aoouaalo.tion ot liquid aneta, oonlicleratlon 111\llt 

be r;iYID to the clepreoiation reurna which UIOunted to t49l, .Zl. 75 

aa a t O.oe.ber !!1, 19!!8. Coabinlnt; the t.... would lean troee oub ot 
only about t200, ooo. oo. the -ded aclditiona - re deooribecl ao 

proteothe expaneion. The field oonteree oonoeded thot it wao aowad 

aooountlnr; and !lOt unreuonable tor a buaineoo to poouoo outtioient 

liquid uaeto to oonr 4epreoiat1011 reaerve. u .... ever, i t ..a not 

adaitted reaaODo.ble tor o. corporation, ot the nature here invOlftd, 

to aoo...,.late a larr;e aurpluo tor the purpooe ot upanaion, the dote 

ot whioh had not been fixed. 

Taxpayer'• repreotlltatino requeotecl time to have cliointereoted, 

exparienoecl and reliable ..-.paper aen - o. oui'TO)' aa to o.clditlonal 

equip.ent needocl, whiob _, ~eel. Lettero ot ouch eatt.toro -re 

proaented in a later oonteNDOe indioatinr; thet an expencliture ot 

$297, 300. 00 -• neoe ooary. raxpayer' o r epreoeJitatiftl otatod th• 

:!SO 
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l!emorandlm tor Seoretary ot the Treaaury, 

aolo reaaon the additi onal equipcent b&d not been purohaaed waa 

because there waa the thoup.t on the pe.rt of all oonoer'l1ed that 

l!r. Kieat •a health ia auoh that he - y die at ID,Y tt.a anc1 that on 
hia death a larr;e .. ount ot oaah will be r equired to aatioty the 

Federol eotate tax liability. It ia not clear ao t o the prooedure 
thAt will be followed in making the caah or oeouritiea held by the 

corporation ..... auable tor tha pa,-nt of the eeto.te tu liability . 
It appeara to be tho be lief of tupayor• 1 r epreaentatheo thAt 
lir. Kieat baa lett the - jor portion of tho otock to the c ploye .. 
or the oorporaticc. 

FiYo formal conterencoa were held. At the second copforence 

taxpayer ' • repreaentativee suggested ae a basis for oottlement t hat 
they would agree to a deficiency under section 102 of $7,952.11, 
baoed on a tu on tho difference between the .41 vidend paid ancl the 
&l:IOunt of diotribution 70 porcent ot the uction 102 not ino..., 

would hno been or 25 percent of $Sl, 808. U. !hia -• raj aoted. 
l!ol:ner, in vi..., of tho ha &ardl incident to a trial of the caaa, 

and particularlJ the fPOd dividend recor d in this caae, the field 
conferee oxpreoae d the opinion that it would appear that if a 
eettlement tor a oubotantial portion of the tax could be made it 

would be to the Gon..,..nt '• intoroote to do ao . There are 
aneral decided oaaea, that can be cited, inYOlvinr; oparatinr; 
corporationo, wherein the taoto are ao ta.orable to tba Gove..-ot 
aa in the inatant cue, but which were 1oat upon tba tl:ial tbereot . 

In view of the above, the field conferee propoaod tho.t in the 
nent tarp~or woul d agree, a reoo .. ondation would be made that the 
case be cloaed by the a eoaoomont of a datioionoy of $12, 57, . .. , 

date nal.ne d 0, reoopd•l..n& tb&t tarp~er - • enti tled to withhold 
troa diltribut i on out ot current year1 t aer'l1inp tba aaouot ot 
tso,ooo.oo, dac!uotl..n& that ...,unt; tro• the undiotributad 11ction 102 

inoQllo and t &Xinf> the balance at 25 paromt. 

Tho tupayor'a repreeantatino contended that on thil buil 
it ehou.14 be all.,...d $60, 000.00 on tho theory that it bAd pro.en 
that it needed to .ate expenditures of $300,000·00 tor r equired 
additiom to. plant and that it waa not IUU"auonable to ao.....Uate 
ouch tJDOunt onr a fi.,.."")'e&r period or ona-tittb in 1U8, taxinr; 

the exoeoa under ee oti on 102, or a tax ot 110, 07,,1,. 
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11-re.Ddoa tor Beol'ftary or the !reuu.,.. 

their attction .., oalled to t he tt.ot tb&t 1n the three-yMr 
period, l 9S8 to 11138, 1DOludve, the aurpliiAI u oowat ll&d 1DOr ... aed 
rra. tl,286,8lO.&l to tl,6TS,6S2.6S or t se&,T22.02 whiob appee.ra to 
be 1D exoeu or the nHd.e or t he 'buaineea, 1n tb&t it aoeed.e the 
alle&e4 ooat or -cled additiCDa 'bJ tee, 122.02. !be repreectathN 
arr;ued tb&t u the 'bolaineaa poow a po ... ter wo1'k1zl& oapital 1a -cled 
a.od tb&t the tae,ooo.oo -• DOt 11n unree..ou&ble ao.,..,l ation tor 
a .. oll purpoae, eap.oiall:y in Yiew Ot the inoreue in oiraulatiOilo 
.tJ'ter oondder&ble additional diiOUIIiOII or the merita ot the oue, 
the baaia or oloai.JI& o"tlined abon, reaulti.JI& 1n a det1o1aoy 
und.er aeotion 102 or tl2, 5Tt.U-. ar;J'Hd to a.od uoepted. 
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ITt l'tCo\ 
au 
_ ....... b .. tor ~ or tho ~rea ... .,.. 

I ' 

JA I l:l i:J40 

Pno..- to JV'Ill' roeqaon tor a -~ .. t. u.. 'lllaalo ot 
tlw applhatlon ot Metloo 101 ot t he lil*oi'Ml •- Coda u4 
oorraapoa<lhc ..-lOll at tba •- Aft of ltll, a.t tloo -1 .. 
-' ott~ la t1oa oaao or !M TS... •ral4 hialnc C•JIUIJ• 
Do.llu, T_.., tor tile ,_., 111M, the tollowt.ooc 1e oulloll\to<l tor 10•• ooneldoratlona 

Thh oorpo ratloa _., OrpDiaM 1A 18M loy L J, noot - ..-loar 
poraoAo wi th "" autborb•d oapltal otooll; of tu,ooo.oo d1Yldo4 Uok 
250 olwr•• ot •-n atoot. par~ ... tloo.oo par oloa,... Appa~ 
ollly 220 oharoo haTe ....... l>Mn t .. uodo Tbo ~ to,_d ewpora­
tlon t hoc oooqut ....S t ho uooto of two Ddl .. _,.,.,., t1oa TS... 
and t ho Rorald, wh1eh bad bee Mr,....S. Tho ,.....,. .. ot tho e<>rpora­
t1on -• to - &D4 operata a daily -popor ... do jOb pria!:ln'" 
Tho job prlntla' -• dioooMlnwM ·- t-,. ,_,. • to• 

In tho poet ~V yoan tloaN ~~a ... booD •1117 tloroo ,. .... ,.. 
owaln' nook la t h.lo oorporatlon a tloat l a, I · J. non, tho proooa 
oolo otooltboldor, hia brother w. p. non Who diM la llkf, ud tbo 
widow or • · r. non 1lbo laloarito4 h1a tlftJ' oharoo of .-..... The 
wl<low'a •-k-.. pouoebaao4 "J \ho oorporaUoa la 1111 trtr tJIS1,SU.oo 
u4 ba14 .. troaalll"T atook. laarta& -17 lTO aloaroo olltota:ull.a,;. 

ThaN ... ,,.. ..._ • loaM to .......... l dora ln ..-t To&rO• Tbo 
boob obow a arMS* loal- ln to.r or I , Jo Uoot I'WJICila' ,.._ 
tZ,lU.IO Sa 1111 to a bl~ of tU,IMo40 la 1111 U.S .._, t:o 
. , t'IO.U u tloa -" of ltS8. k1&rtae paid ottloora llaYo booD 
rooo-blo. Tloo agnpt o -..Wit of aalarloo poU throo ottloora 
ln ltM -.. $410 ll4.T8o 

Ill 1- \llo oorporatlon oi'IM\M a - bodldiq at a ooet of 
tr:Ta,ooo.oo, an4 1D \lat - ,_. tua.au.n - · •XJI•do4 tor -
-.hlaory u4 ..,.t,...t. The oa.1y M jor eddlUoM or roplarr •u 
olaoo t !wa .,.. tii,N1.16 1.a 111:10 ud tzz, ztl.fll la 19M· A-rdiac 
\o do\a aula1tte4 by \axpay• r , lto l"'ld o1roalat101l boo lDaro&IOd 
rro. 88,4$1 OD larab 11, l ia6 to 86, 711 on Maroh 31, 111111. 

Regraded Uclassified



._.,....... ter II ok17 ot "'* ,,_.,..,., 

Tho tat•& otthor a\ Dallu, ,_, _1_... .._, \llo .._ 
P'l~r oorp .. u ... •a •l'lllft&• a..S protlu had"-~-,... 
' " • ,...._ahlo _.., •t U.o 'lloaolaNo, on....., "' llnw' ' ot 
tT.,III.M Sa -1'1\t.oo ..,..lo\o4 '* t.\o 11110 ot 11aolaooo1 ,~ 

365 

eull .,. loooM a\ 0114 ot liM ot tJU,MI.ll ud ••r U•oU ---­
ot tlll1110.eT or a \o\&1 ot tl,LM,:un.t& ot .,.t..ar uoo\o u ....,... 
wiill llablllUoo ot MilT tlft,ln.M od ..... ~*'*' • ....,1. ot 
tl,ITI, IIIoM. c.parau,. 'ie1•=• olooo\o tllr •• r•n ltll '* 1111, 
l~~ebol<N, are •"-Dllo4 IIIOro\o, 

.t. I 4 alott. ... ._.. ... olilooobc ~ Nlaro h tiftrl ..... all ot 
tho •rporoUoa• • ~ tor •• yar ltM roolllw4 la a ovkz •Ybc 
ot .. f,lll,.,, ftoo oolo o\oo~l•r•o ,.ro.-1 ,.._lou"''"'""'*' .. .,.,.., ttoo.ooo.oo la ......,. ,....... 

~oMit 
t ..... tw ltM ...,,,.1 ... 
.._ .-pl\&1 looo 11T(4) IIOl.Ut 

llftloD1DI-~ 
lll'ri ..... pal4 

aaanrlba\M ...uoa 101 .n I.Jl-

, .,.... a\ Ill' ot tin\ tlOO,OOO ...,4 ..,C llolaiiOO 

aa,•a.oa .... ,..,,,. 
111,000.00 

tlOO,IIT,Tf 

t U,lOf,ll 
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h l.a • ..,.... 1a ~·· '"''" \lin ... .... 111ft .... 

• ....,_ ..... _
.., ...

. 5 el~ ~ ...... -u 

.... u. .................. "ti ................ 1 ..... ... 

plaal.ae \lloe MiN t1a -..... • 1118 Mllll' _. .. .,. •• u-. ... 

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

la \ be "-' et k,-.11 ..... aM M r.l:a-o 

.... llM'• pt..-1 ... -"'' ..... .......... 
ON'fll'dl• '""' -u ..... -.. ., ... 

.,.,.., ... 
n,toa.n ......... 

Ple14 .. .,.,_ lloeU ..,., u.u arc - wlU... •• -s.- .. 
\Ill s-.. lto ..,_. 111171• -u M • 'bjlft \t ....... ,._ 

•ltta\e~ unrt"'* ... 

,... r.lJ..tac 11 • "" • ., -. .- , .. n, ,, ..,. .. .,.... 
u .. ter ,. ,..,. liU" ua. ltotl•l .... wtU. piP II t ... . , 

4l..u.M .... "'""'-· 
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, .. , .. , ,..,,, .. ,. .. 
~rOll 
r--tu 

11ft ,U'\tr lll'fl._.. .....,nrl'b- " et M 

lJIIt 
11M 
l­
Ull 
ltlf 
1111 

tu11 J'aU -.. P?at'l\ lila• ..... '""'""' 

10e,w.a na,ooo.oo t n,a1.a .,Oft... 1"-000.00 D,Ofto. 

INO, .,..u ft,ooo.ooe 111o .,..u 

INofll.ft lft,OOO.OO lUoftloft 
• ,OMoD lft0 000.00 1G,IM6.D 

....... !! 11!.000,00 ... -.g 

.... ,.... .... .... ... 
!!!!! 

u.-.ow.a .... -.a P.MI,ftl.ll .... OOO.OO t~Moftl.ll .... 

...... .-A• - -- """"" ., pW 2 ... 
r.. MeL 01.U.. 

..... ,rea- ... 
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!Jnall¥ ..,. ,...S...... et ,...--t ot \he Mpt\al n..k 1o -u.,.. 
u 1Mi .. tiJI& \~oat ad41\t0Ml ..,t'-1 1o -' ,...Cre<l. Ia Uda 
wt•- ~ t a, ooo.oo ot Mpt\al nook -. ,.tNCl .. , \lao .. Je_ 
or t ho pwoelluo pri .. of \he n.u •• a \uable .Unri.._u ... 

It • • orally •rS>M l!y ~r•a roprou:AutlYM \Joq one ot 

t he -!.a reea- tar ~. ~~- ot '!"look uM\a •• tbo ~-­
U!&t ""· n.n ... u ... ..,. 1.-17 .u. within tbe " "" 7..r ..,. "- ..,. 
t t.t tiA eaUal'aoti• ot hio oetato tu ltabUity will p......t a 
• Jor probl•• thn 1.a, u -n _ ,_t..t l A oxewa of tl,ooo.ooo.oo 
..,uld bo r equired ill orto,. \ o uoid oblip.tiona to b&Jib or otlllor 

lendin& A£*Wl" wbi oh •1~ •"-P' to l.a\arto,.. 1n 1\a M itorlal 
pol1oy. tho1,. attoation •• eallo4 ilo \lie ,._ \bet 1a a. w llal'tar 
o.nd Cot~. 103 ,..._ (Zcl) 48'7 (roporto4 at P"l'&:raph 5o 181, P..-t.e 

llall ,.....u f• SorTloo lU&). artifto1Ac 17 e.t.A. 8&1 (oortiorari 
.S..Uad oa Ootabor 1 0 18U0 l!y 6~.- Court ot tbe 11111\M 1\a\aa) ..,. 

a lateD.,. ot a pupoee t o ot.plit) tho a~atrat:ln ot tbe .. t ate 
ot a oorpo,..Uon 'a atooltholdor ._. not outtio1•'* to p...- tbo 
1npoa1tlon or a ovrtu • 

.lnotber ar~at; .-... .. by tho t upoyor• a roproo.nati .... -. 
t \e taot t hat: at t:ho proa- U• tho _,.'II' - da dd1Uoal 
• ohl.aoi'J n4 equt~. and t hat oortoln or tile ol .. r ulta ••1114 
bo roplao..t. lt ._. arpod t llat appnnd.aatolJ $300, 000.00 • ••ld bo 
N'!"i rM. Alao tt •• .,..,. .. \lt.at ill -.orwialJI& .......a.or ..,_lou 
'Me .. -.aD&blo u~U• at llqll14 uaeta. eaouotdaraUaa -' 
bo cl- \a \be ..,raaioUoa ,.. .. ,..... 11bhb .-...... -.! to t41J..Ulo'11 
u a t Aa•• r 11. lealo O.Wllda& tba tw w ulcl lMft r..o - b or 
aalJ ...,. ttoo,ooo.oo. tile _... """l\1- wro ....-!Mel •• 
prateft1w ...-1-. tile tialcl _,.,.. uru•d \bet 1t ._. """" 

ao..-tac ... _. --~· tar a .... ~. to ,.._, ntti•l•t 

ll.,.tcl ..... w - ... ....ut ...................... 1\ .. -
a"-1\\et -•=•~· r.r a _,..,.u ... et tM ...- »,.. tJrool ..... 
h an: •rw n lor.- •Wl'l• tar tbe purpNO ot ...,...., • • ,.,. .. t:o 

or wl!ioll llncl •-' ..._ t1aocl. 

~·• ,.,, ........... ,_,. _ _. U.. to llan cl1a1dnrootnclo 

.,."'_. ...... ~ • • ; ,.,. --- • .......,. .... •dlll•t~ 
oqu1,_. ••Incl. ................. .._ LIR\ara •t .. .., .... ......,. _. 
,,.. ••• t. n ~ _,.,_. taUaatlnc ..,., aa o,.,...Uw re rt 
em,100e00 .......... ..,.. lnnJ1&1W'• ...,,...-.u ... natet '"-
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_ .. 
oole .....,. .. ._ ad41U-1 eq,~lpoeal load 11ft liMa I'll".._..-.. 
-liM .,.,.. -.. \he "-&lot oa the par\ ot all eon .. ,... U...\ 
llr. llen'• '-l\11 1e ou.h tloat ho '*I 41o a\ .,. tbe aad ""'* _ 
hie ._, .. • 1ar,. ••-' ot eull wU1 lie .,_.,.,,... '- .. u.r, .. 
1'04erol enaw""' 11alltUty. tt to - o1•r u M 11bo ,,.......,.. 
\bat wU1 lie toll.-4 la •lr1'1C ",. .. 11 or -rl\leo hel4 "' tlilo 
oorpo,.Uoe -Ua'lllo tor the ,.,_. ot the enaw \all llabUttr• 
It "",_" te lie tile bellat ot -..,.,.r•o repruenau- u.at 
lr. llMt llu left tlle Mjor per\lon et tho no.1t \o \ho -~­
ot \110 oorpora\l-. 

n .. tora.l ...ro ........ _,.. hold. ·" , ... _... _,_,_ 
\ui*Yer'o ,..,,....-u.,.. 011""''" u o buto tor --~ til&\ 
t h-r wolll4 oc roe \o • cletloton-r lacier •-loa 101 ot tT,IIZ.ll, 
llo.oo4 on o \all on \be 41tte,_. be\won the 4h1 ..... 4 poU aad­
UII0\111\ or 4lo\ributlon 70 ,..._, or tho oootlon 101 .. , l­
wou14 hno been or • poroont ot » l,eoe. u. !Mo .. rejoo\o4. 
~er. 1a , .. or tho huarcle lnelcle'* to • ilrial ot '" -· 
• 114 par\l.,.lorlT the pe4 41Yllle4 rooorcl 1n t hh oue, \loa tlol4 
oon to,... ~-e4 the oplnlon the\ 1t '1101114 a ppear thet 1t a 
•-"1-* tw a ~tal par\t.l ot \he hx •1114 lie Mdo U 
'1101&14 lie \o •• •--••• .._to \o do ••• !hero aro 
o-..,.1 cleel4o4 -· \hat ..,. 1M ol\M, law1Tlnc opa,.tlnc 
oorporau-, .,..,.la tile ro.M are ao ro ... n blo \o \lie ~nw..-• 
ao 1n tile 1 .. -.. -· ..,_ Wbt• ,..... 1- upon - \rLal \»root . 

la Y1w ot tlle allow, the ftal4 ~roe propooe4 tllot 1n tho 
..._. \explfor ~4 apwo, a ro • tt- wolll4 be -.do \Joat -
- w o1ood "' t111o ..... ' .lit • •rtot_,. or ta. '"•"• · 
..-rm.e4 • -plalllc .W tupqer-.. -lUe4 to wtt-14 
,.,. ts.\rllM\la- ot ...... ~r·• • rein• \ho -""'or teo,ooo.oo, ~\lila\__. t... tloa \11141nr1bor\o4 ·-ton 101 
S..... ~ t.at•c ~ "''··w ·~ II ,.....-. 

. fiM .. q t 0 J'O Jlllllhtl'NO ......... \Mt OD t h lo loaolo 
l\ oll0o14 lie ail.-4 NO,OOO.OO 011 \lie ~ \lila\ 1\ ho4 ,,..,.. 
that u _.., w ..- ~_..- ot t iOO,ooo.oo t or roqu1ro4 
a44ltlo• to plaa' aa4 tloa' 1\ - • not .,.,.. .. ,..blo to ao..-lato 
. ..... _, - • t l__,.... .. porlod or .. o-t lt\h 1n uae. \u1aC 
the - _.._. ...-loa 102, or a hx ot tl0,074.14. 
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• P' to fW 'u eta, e~-. lnw.,~ 

b•cncdl Guy T. liolverl08 
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PARAPHRASE OF TELEG£W( RECEIVED 

n\OM: American Embassy, Parle, France 

DATE: J anuary 19, 1940, 6 p.m. 

NO. : 94 

FOR THE TREASURY DEPART!.fENT . 

FROH ~!ATTHE\'18. 

371 

I 

Th1a morning I visi ted our friend at t he Bank of 

Fr ance. As f or t hings in the f i nancial field in general 

he s eems t o b e quite satisfied. However, as to the financial 

accord between Great Britain and France, he regrets that 

the British are not making more eerioue efforts to control 

pricee . Our f riend !a inclined to put the blame for this 

on t he lack of firmness of Sir John Simon and hie reluctance 

t o make decisions. 

Reference telegram No. 49 of January 10 trom the 

Embassy: the above-mentioned tr!end confirmed Couve de 

Murv!l le'e s tatements t hat for the present franc expendi­

t ures by the Brit!eh exceed the sterling needs of the 

French under the accord. However, our friend believes that 

l a ter on this will be more than offset because France will 

have to make heavy purchases of aun1tione, at cetera, 

in the United Kingdom and of raw materials 1n the s t erling 

area. Reference, telegram No. 69 of January 11 trom the 

Embassy : I asked our friend about rumors t hat some effort 

would be made to remove existing f ormalities neoeeeary for 

franc and sterling exchange purchases by private individuals 

1n 
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1n France and Great Br1ta1n. He replied 1n oont1denoe 

that the French Finance Ministry, through Reynaud' s close 

adviser, Ietel, ha4 broached the matter 1n London; Iatel 

h1meelt particularly tavora such a move. However, the 

Ban.k ot England had tipped ott t he Bank ot France, and 

the latter was vo1c1ng 1te oppoa1t1on to such procedure. 

Our tr1end sald that he hlmsel t 1a a strong advocate ot 

unrestricted capital tlow 1n t1lle ot peace, but that 1n 

ttart1me he d1d not tavor t he removal ot euoh barriers, and 

he does not believe that French interests would be served 

by euoh procedure now. He mentioned that gold m1n1ng share 

quotations 1n Parle are a •• thermometer-, and t hat such 

quotations are now tar above what they are 1n London. He 

believed that 1t ¥.ould obviously coat ~anoe money 1t tree 

t rad1.ng on the London market were permitted to French 

investors, as 1t would only serve to raise the pr1oee on 

the London market. 

Our tr1end mentioned t h e dee1re ot the neutrals almost 

without exception to receive dol lars 1n payment !or t heir 

elQ)orte. He expres sed pleaaure at having reoent17 been 

able to make headway against this 1n an arrangement with 

Belg1ua whereby they will accept tor their account gold 

earmarked here 1n France instead ot the dollar p.,.-ent. tor 

exporte wh1oh had been demanded heretot ore . D1tt1cult7 had 

also 
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:Ueo been experienced by the British in persuading the 

Dut ch to accept payment in gold instead of dollars for 

substantial amounts of florins purchased for the Royal 

Dutch coupon recently due. In t hie respect, he said wit h 

some asperity, the Canadians are 1difficult1 too. He 

expressed pleasure that it had been possible for h1m to 

change a number of dollar payments to gold, vhich the 

foreign exchange office had previously aut horized to be 

made in dollars. 

He said ~dth regard to estimates of our Federal Reserve 

as to French holdings of American securities that he 

was quite sure the figure of 180 million dollars was too 

high, or at least that a la.rge proportion of what he 

called "international capital" vee included in this figure, 

end that the French would not be able to get this i n 

any event. 

The operation of the exobange control i n France con­

tinues to be satisfactory to him, and he eeid he does not 

think there exist any import ant loopholes any more. He 

did not believe, in fact, that there bed been excessive 

abuse even of the previous loophole permitting unrestrioted 

tranc deposits to the account of nonresident foreigners. 

The tree market operations in Nev York and the black market 

in Paris - on the latter o• ie nov the dollar quotation -

l ikeWise did not seam to preoccUP1 hie mind. 
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Purchases by France in the United States, he r emarked, 

are very heavy of course but fortunately t hey are not so 

heavy as had been anticipated i n t he French Commercs 

Departments original •absurd" estimates. The largest item 

is of course airplanes; $258,000,000 vas the last f igure he 

had heard tor orders placed. He vent on to remark that 

from the point ot view ot the United States alone it vas 

short sighted in ita policy of cash and carry - be said t hat 

in the long run the United States is teaob1ng and forcing 

Europe to do without it, and after the war this i s bound to 

beve a serious adverse effect on American industries and 

outlets. The United States he said 1s teaching Europe t o 

produce everyth1rg it can tor itsel f, and 1t would have to 

continue doing so attar the var is over. 

A small amount of Frenoh capital 1s still bei ng repatr iated, 

be said. 

BARNES. 

U :LW 
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Sccrtte.r:,~ of St~ tc , 

\Vo. sh1ngton , 

mAY 

PARIS 

Dattd January 19, 1940 

Rt~ 1 d 5:50 p , m, 

375 

94, Janun::-y 19, 6 p , m. (SECTION SEVEN) 

I lunclu:d today with Dean Jay and \Vaync Taylor who ms 

ju3t COtlC to !'arts after this work in Finland. Taylor \'laS 

much imrrcsscd with the truly rcmarlca'blc fight th£ Finns 

arc putting up end equally impressed "ith their urgent need 

for tvtry sort of military assistancE ~n a large scale if 

they arc to hold out when spring ool!l£s , I asked if hE had 

any message to send you and he sai d that he woul d give me 

s ome of !'>is wpre ssio ns to cablE you on r.londay , 

This mornl ng 1 s AGENCE ECONOfol!'lliE ET FINANCIER£ pu'blisl:v:s 

tht following 'britf despatch f r om its correspondent in thE 

Uni ted Statts : "llr . Morgenthau has reiterated his opposi-
. 

tion to cert ain suggestions tending to tncouragt thE Federal 

Govtrnmtnt to utilizE a part of its availablE funds for tht 

purchaoc of Amtrj can securities held 'by forE1gnus" . 

After a firm day yesterday the Paris securities market 

turned irre~1ar today in light tradl ng, Rcntcs were an 

exception and most issues adva nced around 50 centimes . (END 

OF 1£SSAOE) 
BAa!lES 

NPL 
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In repl.T refer to 
lll 832.51/1693 

!he Secretary ~ Stah preaenh bia cOIIQ>lillenh to 

t he Honorable the Secreta~')' o~ the !raaau1T aDA encloMa a 

cow ~ dupat eh 110, 2361 ~rca the Aaerican •buq at lt1o 

de Janeiro, dated J&DU&r1 9, 194o, tranamitt111c a t abul&t1on 

ot amount& pai d on llras1Uan dol lar bolide dur1DC 1937, the 

laat yaar of t he Ar&llha plan. 

ltlclowre l 

:rra. lt1o ~ Janeiro, 
110 . 2361, Je.111JUT 9. 
1~ . 

376 
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111o c1o Janeiro, .Tazt:iJAZ7 9, 1~. 

l!o . 2361 

SubJect : Brazilian 7oreign Debt l!egot1at1ono. 

ORIGINAL .AliD THRX'rJ COPIES BY AIJ!l.!t.IL - -- COlG'IR!I.I.TIO!l COPY BY STEAMJ:Il. 

'!'he Hoaorable 

'l'he Secretar.r ot State , 

Vachinston, D. C. 

Sir: 

\'ith further reference t o t ho D~tmcnt'• tel~ llo. 249 
of Dec1111ber 29, 7 p.m., authorbiD& me t o Cbrrf on informal 8llc1 

indopendent c11 ocuoo1ono with the Brasi lian authori t i eo t o aecertain vbat 

t bo;r ma:r be reaci:r to off er in oettle=ent of :Br asil'• dollar debt , I han 

the honor to enelooe her ewit h a cop;r of a tabl o compiled to ohow tho 

aaOUJlh actuall7 paid during 1937, t he laot ye..,. ot tbo Ar8llha Plan, 

on t he 'l'al'iouo dollar bond iaoueo, ao woU ao t he n011imal lllllOunta out-

otanc11nc. 

I h&Ye c1re;w t he a t tention of tho IUDiotrr f or J'oreip M!airo 

t o thh c1eta t odq. 

lllcloouro : 
Stat•et ot JrasUian 

dollar boD4 1•~•· 

J'Uo llo. 851 

JC: 'rl.f./aJI 

Re opoct tull;r ;rouro, 

Jefferoon Cotfar,r. 
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ktlolll&l 
U. s .Bra•il •••• ••• •• 
a.s.Brasl l • . .• ••.• • 
a. s.~all ........ . 
U, S,!ralll • •••••• ,. 
u.s. :Brasil{J'wuUac) 

!!!!! 
Ceara . • .•••. • . •• • ,, 1922 
WAranhao • • •••• ••• •• 1923 
ncaa Cktraee • , • • • . 1928 
lli.Dat c;.rae• • • . . • • 1929 
Paraaa •••••• • ••• •• 1928 
PerD&abucO •• • •••• • 1927 
J!io da J..,.1ro, ••• • 1929 
J!io Gruda 4.o aul •• 1921 
J!io C:ruda 4.o Sill,. 1926 
J!io Granda 4o Sal 

{CODI011da te4 
Wuniolpal) ,,, 1927 

J!io Graoda 4.o aul •• 1928 
S&Dta Oatbarlu, • ., 1922 
Sao Paulo ••••••• •• 1921 
Sao Paulo • • • • . . • • • 1925 
Sao Panlo • • •• • •• • • 1926 
Sao Paulo ••• • ••• •• 1921 
Sao Paulo •• ••••••• 1930 
ioplrlto SUto , • •• 1935 

llunlcl~ 
Porto e&ro •• .. • •• 1921 
Porto ~•cr•· ······ 1926 
Porto ~•ere ....... 1928 
llo da Janeir o , .. . , 1921 
J!io da Jauiro, •••• 1928 
iio da Jau1ro, .... 1928 
Sao Paolo •• • •• •••• 1919 
Sao Paulo ••••..••• 1922 
Sao Paulo •• • ..•• • • 1927 

la\ioDal , •• • ••••• 206, 

lllatur•• 
1941 
1952 
1957 
1957 
~951 

1947 
1958 
195! 
1959 
195! 
19iJ7 

~m 
1966 

1961 
1966 
196! 
19116 
1953 
1933 
19113 
1952 
1951 

State , • •• , •... , , .. , •·• """'' •N"' 

WUniolpal • •• •••• 

2,000,000 
1, 750.000 
! , 500.000 
! ,000,000 
~.f6o,ooo 
6,000,000 
6,000,000 

10,000,000 
10,000,000 

~. ooo, ooo 
2),000,000 
5.000, 000 

10,000,000 
15,000, 000 
7. 500.000 

15,000,000 
35.000,000 

) , 5()0,000 
11,000,000 
2.250,000 

12,000,000 
)0,000,000 
1, 710,000 
11, 5()0,000 
11_000,000 
5. 900,000 

1, 91!0,000 
1,6!2,000 
11,1)2,000 
7.1112,000 
J,Jlii, OOO 
IJ,s611,000 
5.~.000 
5.900.500 
9. 713.000 

2, 793. 500 
) , 025,000 
1,6o1,000 
7. 317. 000 

2\.526.000 
1, 267,000 
s.llo9.ooo 
),156, 500 
5,6o2,ooo 

er6,f6o 
336.070 

711.5!11 
115, m 
372,11711 
151. 305 
276, 1!011 

) , 5111,100 
6o11,ooo 
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J'BOXI American Embaee;y, Rio de Janeiro 

xo;: :50 

DATI:I Januar;y 19, 1940, 2 P••• 

379 

~terence 1e made to the Department•• telegram no. 13 

ot Januar;y 18, 12: 00 M. 

Before Aranha lett tor Buenoe Alru earl7 toda)', he 

eent me a meaeage to the etteot that at the Cabinet aeet-

1ng held on Thureda)' 1t wae unanimouel;y Toted that the 

f1nanoe Xinieter aake arrangaaente tor the reeumpt1on ot 

tore1gn debt pa;yaente on the bae1e ot 50 percent ot the 

amounte contained 1n the eohedule tor the t1ret etteot1TI 

;year ot the Aranha plu, 1.e., April 1, 19M to Karch 31, 

1935, w1 th l arger pa;yaente 1n eubeequent ;yeare, ae eet 

forth 1n the Aranha plan. On the ground that at the 

present t1llle the oountr;y had 1nau1't1o1ent reeourcu, the 

Cabinet and Pree1dent Varga• retueed approTal ot the plan 

to reeume 1n1 t1al pa;yaente on the baele ot the laet ;year 

ot the plan. 

Yuterda7 attel'lloon Aranha proa1eed ae that 1 t would 

be made clear b7 the Bras1Uan Oonrnment that 1 te ott er 

did not oonet1tute a peraanent eettlament . 

I &leo reoe1Ted word !1'011 Aranha that I ehould eeDd 

eomeone thle afternoon at 21:50 io a11i '111 th lou&a Ooeta. 
At 
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.u tha' UM u 1a pl'Obable ~' Ul.e Jl1aleter wUl. ,..,"'UUee 

to the repre•entatiTel ot all intere•te4 boa4hol4er• the 

GoTirDaent'• intentione. 

I with to .-pbali&e that the BrU1l1an Gonr•ent hal 

in a1n4 April l, 19M to Jlaroh 31, 1931. (!M Depar1aent 

ltnowe thit 19M 1)&1a8nh were bepza oal7 oi the "lit ot 

APril.) 

Pieue tr•n•'t th11 intozwation w Ul.e 1'ri&I1U'7• 
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I'IIOKI .Aaerioan Eabue:r, R1o de Janeiro 

lio;z 32 

lllDI Januar;r lt, 1940, 6 p .a. 

/11- 381 

/:!-

Beterenoe h -.de to 8;1 telesr• no. :50, date«. 

Jaouar:r 19, 2 P••• 

M1 repreaentatiTe wu reoeiTI4 priTatll:r b:r lou&& 

Ooeta &D4 wu g1Ten an explanaUon ot llhat t1w latter 

••• pl&AD1ng to do. Ooeta then reoeiTe4 the repr•••nt~ 

U Til ot tlw J:uropean bondholder• &D4 ran to eaoh a 

1tahaent Vh1oh la1d that a1 thoup the Bras1lian Gonra-: 

ment ha4 hoped that a peraanent 11ttlement a1ght be 

-.41, it now telt that U au1t !lake onl:r a t-.orar:r o~~e. 

'!'he etateaent en4e4 b;r aa;ring that 1inbe u wu not po.,: 

e1ble to oonolu41 a peraanent ~eaent, he propoee4 to 

reauae pa;raentl on the Brasilian torl1gn 41bt in April 

ot th11 :rear on the buil ot one halt ot the obl1gaUone 

11t torth in the Ar&Dha plan. Oolta then 1&14 that it il 

the intenUon ot the Gonraaent ot Brasil to &Tall itlelt 

ot the proT111ene oonta1ne4 in parasr• a~~. e ot Artioll 

I ot the Aranha plan. 

~~ whole aatter 11 being held 1n etr1ot oonti«.e110e 

b;r the rinanoe IU.D11t1ro He told a;r repreeentaUTI eonti­

dentiall:r that be would be· ino''"l4 to reeein a:r ooaaente 

bet ore ·~ 234 ot Januar:r, on ldlioh 4ah he will aga1n 

reoeiTI all ~ repreeentaUTII &D4 will reoein their 

wrar 
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Secl'<>W'Y Uorgentl'.au 
J.lr. Gaston 

.>UWC:CT: Brazil. 

382 

January 2l, 1940. 

l'.crbert Feu callec at 9 :2S th1.s 100rnins sayir.g he tt1.shed to 
c1ve C'.e tl'.e latest frot't Rio. He h3s a dispatch, ..m:tch he will send 
cr:er . P.e said that it llOlt looked real; t hat those fellcms "'ere pro­
cccdi.r{; to .. .ako an offer. The offer will be the !irst year of the 
Aranl.a plm, with the progression indicat.e<:l in t.'le plcn and they 
•·'ill mnounce that it is purely te:aporat-y. This , Feis said, wasn ' t 
•lha t we hGd hoped for but mieht be the best we could get. Thinkin;; 
of .mat occurred a t our last ~teo tin(: (tho meeting in my office on 

""'.J..O.:t_.lll<l<lowi<i<l!!3' after noon of Feis , Collado, Cochr an, ill\ite, Cotton and 
ond bearing in mind that resporwibility had been assigned to 

h1.llt as far as the State Departlr~nt is concerned, Feis sai d he supposed 
he should send this mer el y !or our information, but he was pr epared 
to proceed in eny wey Tie sa:: fit . If we wMt to p:u-ticipate, or if 
we want to refer it to tl'.e cCCII:littec of three, or if •re wish to Tfith­
dl·aw altOGether, it will be all r icht td.tl-. 1'.14; he will handle i t 
lillY way we wish . If we wished to particip4te he 'II'Ould be ~;lad to 
co:z over and tallc tl:e thir.(; over with us . He asked tl'.a t I let hi::t 
know in t.'le course of the t:ornir~ 'll'ha t wa$ we wish to proceed. l'.e 
repeated that he wculo &].adly go one no· or t ho ot."'cr, wt.a tever way 
Toe wish . lie aslocd i f I dian • t causider thllt fair and 1 said tr.at 1 
did, that '1<0 couldn' t ask aeythin;; core . I added that lmuld cCI'I-
sul t the Secretary 1tben he arrived durinG the ctornir.c and would let 
lili:l !matt c!urir.e the cour se of the clay .mat T.'O rl~h to do. 

Copies to : 
J.lr . Coehron 
J.lr. \'lhi te 
l.lr· Cotton 
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T01 IIMretaJ7 k<lrltntb ... 
J!.' Olh Ill', 0.. ton 

lltrbert Fda calleoi d 9 •25 tb1.l II01"ti1DI M11n1J lla w1abM to 
pn =e tbt l ateat tl"'a Jtio, r,. haa a di•t.oh• w!li oh he w1ll aend 
over. He a&id that it now looked realJ tbat tbo .. tellcn "RH pro­

oeoc!iz>i to make an otlar. The otter will be tba tirat ;r.ar or tba 

Aranba plln, witb t.be trosrua1on 1ncl1cated 1n tbe pl.ao and t'be7 
will .nt~OIIZ!Ce tbat it 1a ~ te.J)OI'U7· onu., P'e1a aaid, -•t 

wbat w b.s bcped tor but. 111cbt. ba tba beat n oould s:et. "'"'"'"' 
ot 1lbat. occurred at. our laat. ••tine (the -tine ill -:r ott1&e oe 

an.rooon fll rei&, Collado, coobnln, 'lhite, Cott.oe ed 

1114 b&arinl i n a1m that r.•PGMibUiv bad bHo -i~J*! te 
u tar u tbe State Depan-rat h ooooerned, hie add he •IIUued 

be abooUII Mild tb1.l •raq tor our 1ntoraatioe, bolt. be .. prepared 

to procH4 ill U¥ w-:r ... - tit. U we ....,, to partioip&t.e, or it 
w -t to rotw it. to tbe c-'.tt.w ot t.hr.e1 or 11 n w1ah to w1tb­

.sn. altocether, it wUl ba all r icht 'lll.tb biaJ be will lwldU 1\ 

C 7 lAir n wUh, U w w:1abec! to parU.cipate be wollld be llad te 

- onr and tall< tbe tb1na o ... r with u . !lot .. loed tbat I let Ida 
1a1w ill tbe _..I'M of tbe 110mizlcl 'lfllat -.q we w1ah to prooH4. Be 

repeataol that be Willi! CladlJ" p - wq or tbe otbar, wbat.e'nr 111¥ 
w 'ld.ah. Be ..-.s 11 I didll't .... tdar tbot l&1r •d I a&icl tbat 1 
.u.t, that w NaldD't Mk ~ _.. , I added tbat l wollld e-
nlt tbe 1Mnt&r7 wbea M ..nTecl c1ur11>1 tbe • ..,...,. .,,. WOGld let 
b1a bow dlarizll th& e<101rM or the dq lilat w w1ah to do, 

Copiea \ot / 
llr,Coebna 
.... llbite 
lilt'. Cot t.oe 

• 
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IC1 clav Cordall t 

I u wri UDc to con! ira a cleciaion ritJl rwp.ot to tlw 
llra..W.. clebt ne4oUat1ona ot 11hich IIJ'• Outeo e4Yiaecl 11r. ,.ia 
1>7 telephcna t.odq • Th1a daoiaicn i e tlwt the 'tlw.a111'7 will oot. 
part.icipata 1o the praaent del.1'ber&Uona ond necoUat1cna lookinc 
to a ••ttl«wnt ot tJla !lraaU1.an clebt. attar but will harll'l'&r 
atand raaciT anc1 w1111.nc w av,p~ 1117 taohn~ uaia ~. 1n t.~ 
nT ot raaearch or OOIIpltaUona that. the State Depu1aot ~ 
clutre. 

lOll will Neall 1117 hlApbaoo oanvena ticn ri th 1"'~ COD '!burs­
c~q, 1n Wtieh I told ,ou that n "-<! been aelcad to ; i n within a .. t.tar 
or a tw Kl.nut.aa oar eppronl or cliNppronl t.o a clupat.eh which it 
... pl"'ppOIad w tranait. that cla7 t.o .ubueadar Cattaq ttlll' co •­
caUCil 1.o tJle BredH m CO'f•r-t. Thie deapat.cb ... t.o W ont tbe 
a rulllm gove~t tbat .. otter in certain t eru t tlll' • taporary 
eetu-t ot tbe Drull t ., clol.l&r obl.ll:a Uoae would be reo;ardad 117 
tJl1a gOTeruwot • a ••tap t o......s.• 

It -.-d ta • ~~ Up>aeiba, ae I 1ntor.ad 1f1G ~. 
t or ua to raeoh AD 1ntallJ.c-t decie1COD 011 eo ~tent • Mt.tar 1n 
the U.. attardeol, pllt"Uoul.ar~ 1n n... of the r aot that n had be. 
H la~ Waned ot the MCOtiaUcne 11> wb1ch A .... eald« cat!arT 
- qapd. S1Me tbe otter un4ar diao.-don attaot.ad t.be 1n-.. 
Mta ot print& ell'&clit.on, I alH hac! 1n a1ncl our oblij:aticn to the 
Bondbolclen• J'rotaeUn Oounoll, tJle repreeontaUn ot tJloee oraditora. 
I - 1apr JJM4• ieo, tv tlw faot that tbe S:C 011 Dead deapat.eh ~ 
to •tat• tbe .-SA.nd ~ ot tJl1a ll""~t, 'IIIlich ·-"' to -
to ...... t tbat 1\ OQ&ht to haw tbe O&Nhl COMidereUcn ot all ot 
• ..._ Mn -.. uiiM to cooter toptber an theM pro~. 

I tha-at- 8UCI: .. tacl tlwt the •ttar ebolllcl be ci"" are 
•WI'e _,.....U. at a - tine"" th1a nbjaot. alrea4T ec.."....,1ad 
!Dr tJlat. attarDoGD, at wb1eh s:r. hi&, llr. OMt.GD mel o tllare wra t.a 
be s:cwe\o llro hi& ... tberetora adrlMd that 1n a.nu- o! tlwt 
-t.lDc t.1w 'll"M.euq owlAI p n no daoiaion ond ...- DO c-t. COD 
t.be p r 011 ulld cSMpatab to iio. !be a&t. tar be inc ocnal.clarlld 1n the 
llt.at.a Depu._t. t.a be IIJ'I:&I't., the daepat.eh ... , ~>owner, • ..,t alld 

t.be rr-uq Deparlllent. " lldrielld. 
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ICr dMr~l 

I u wrl t.1n& to oantira a deeiai on with r"peot. to t.be 
Braaill.c debt. nas oUat.1one ot mich Xr• O..t.oo ad"t'iled llr'· Paia 
b7 telephone ~ • Th1a dee1a1on i a that. the 'lreu11r7 will not 
part.io1pate in t.M pr .. ent. del1berat.iona a~d necot.iationa look:l.ncl 
to a aattl-.nt. ot t.M Bra.SHan debt. matter wt. will how 
at.end nad7 and will1n& to auppl,y Cl¥ t.aohn~al uaia ~. ~r,. 
~ ot neearch or OOIIQ?Utat.1ona that t.M State Depo.rt-nt. ~ 
daaire. 

I - t.palled to rMch t.hia dec.1a1on 111 t.ha hia toey aDd 
praaant atatua ot \be DruUian ne&ot.iat1ona , 

You will. recall rq t.eapbcoe oonnnat.ion rlth 1"1l .., !hun­
clq, in Wdch I told 7011 that '" had bean aekecl to ~:in within a utter 
or a t w llinut.ea ....,. apprvt'al or 41aapprOTal to a daapat.ch which 1t 
wu propoaed to trannit that day to Aabuaaclor cattery tor ..,_.1"1-
ca tion to the 8raa1llan COYei'I!Mnt. Th1a deepatob _. to intora tba 
Braailian gOYa~t that an otter in eartain tal'll& tor a tulporaey 

••ttl-..t or \be Braa1ls .. dollar o~ationa would be regarclad b7 
thia gono...-nt u a •atep t onrvd.• 

It .....S to • olaar}T iq>oaa1ble, u I intonoacl 10U tbeo, 
tor ua to reed~ an intallJ.cant clec.iaion on ao iaportant a Mttar in 
t.llll tiM att ordeclt pctioul.arlT in rln ot the teet that n had bee 
ao lAt.alT intonecl ot \M "'""Otiatione in 1ll11oh Aabuaad.cr ~aey 
- q q ed. Sinoe tba otter un4ar cliacu.Aian atleetecl tba intar-
Mta ot prbata ora41ton, I aao had in D1nd our obligation to t.llll 
Bcnlllolclera' Prot..otin CWncU, the repraaentat.i.,. ot tboae cred1ton. 
I - iapreaMCl, too• b7 the l iiCt t hat tba propoaecl cleepatob undertook 
to atata tba oona14erecl TS.. ol thia (lOT&rr~Mnt., wbiob •-d to • 
to •uuMt that 1t ouaJ!t to ha.,. tba cara.l'lll conaiderat.ion or all or 
ua who haft bND .. ~ to cooter topthar an t.haae problau. 

I thcetore aucc .. tecl that tba utter ahoulc! be giftll ..,ro 
Mtura c..,.i$raUon a t a -~ on th1a aubjact. alrMq .. ......,, ... 
tor that atterooon• at ,.,ich Xr. r..1a, llr. O..t.oo and otbero wre ta 
be PI'M_.• Jlr, hie ... tbarotoro adrlNCI that in a~ ot that 
••tina the ~l&Z7 ooulcl p TI no dao1a1on and ll&b no •-' on 
the propoaed cleapatab to Rio. !be .. ttar beinll conaidlrecl in tba 
State Depar~t to be urcent, tbe daapatoh aa, bonT&r, • .,, alld 

t.M Treul&!7 Dep&rtMnt ao &drlaed. 
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PARAPHR.lSE OJ' 'fiLIIm.Uf 8!!N'f 

'fO : .t.lleriO&B J:nbaell)' , Rio de Janeiro 

DA'!'E: Jazw.ar7 00, li40 

MO,; H 

Refer to ll:mbau7'• no. 30, January 19, 1940. 

Ot oouree, the GoYernaent ot Braz11 1e aot1ng on 1te 

own reepons1b111t7 and the Department ot state doee not 

wieh to be in the position or •tanding det1n1 telJ' in the 
all7 

391 

wa:r ot/ ottar that the Bl'ar.1l1an Gonnuumt aa:r want to put 

before ite dollar-bond holdlre; honnr, we de• it dee1.r­

able that 701.1 put before the K1n1eter or J'1nanoe our eet1-

mat1on of the otter be oons1dere IUIUng, beoauee ot the 

tact that a eatietaotory eettleaent would IUite a baa1e tor 

much .utuall7-benetic1al deYelopaent 1n the tuture between 

the United States and Braz11, and, on the oontrar7, a set­

tlement that would appear unreaeonabl7 hareh to the bond­

bolder• would 18pede auoh a dnelopaent. It 11 bel1ned 

that 70u ahould see the K1n1ater ot P1nanoe, tor th1e pur­

poee, pereonall7 before the 23rd of Jam~arJ, 

Baeed on the t1ret J'e&r ot the AraDha Plan, the otter 
ot the ooupon rate 

would aean 8 3/.fl/,/for t he bolder• of Gredl VII, eeourit1u 

ot big au.n1oipa11t1ee and eoae other etatee of SZ.r.11, 1~ 
tor the holder• or bonde of Grede VI, leCIIU'1t1ea of the 

iaportant etatu of sz.r.1l, and 17 1/~ tor the boldere 

ot llonde 1n Grade III, Federal Loan•. It 11 not probabl" 

that holder• of thee• eeourit1•• will be aat1etied with 

auoh an otrar, eYeD thOQ&b thl7 a&7 real1&e prett7 olearl7 

that 
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that Brazlll- oooao.,- 1e taoe-to- taoo '1'1th UA7 4itt1oul.-

t1 .. and obotaol .. and that tho p!'Obl• ot •-eeour~ oxoh&Dgo 

tor debt eon1oo 11 aot oaq. A sreat aa117 ot the bondhold­

ers a16}lt aooept. euob aa otter but our beet Ju.se-ent 11 

tbat. 1t wouldn't. oreat.e a proepoot. b7 whlob ,._.r1~ pr1?&te 

oap1 tal would feel aD7 a .. uranoo tor .oro Braullan ador­

t aki.Jige 1n tho tuture. 

Aaer1._ hol41llge are 1101t eubnant1al 1Jl the s grad .. 

c1 ted aboYe. ~retore t.h11 offer would be open to the 

«D1,1o1 .. that. lt. glYOI doola-417 •ore taYor&ble treat.•ont. 

to !!U!'Opean bondholders thea the .aiD ola u .. ot Aller1~ 

bondholder• reoelYo. Lot ue take t.hle ex..ple:- A holder 

ot a roderal bond of Grade III , to wblob the Bradllan 

GoYei'DIIIent.• o full oro41 t. •• pledged, would 41eoonr t.bat. 

he •• reoe1Ylng leal than one-f1tth of the oontraotual 

1nter .. t. , while Du-opean holder• of Grad.. I and II WOilld 

be reoelYi.llS fllll7 one-half ot t.he oontraotual lnteroet.. 

'l'b1o 41etrlbllt.lon of pa1aent. would be oert.alD t o be 1Jl 

the t orotront of the 41eCIQOI10D here, the • ore eo, we toel , 

booaueo of tho taot. t.bat. .u.er1oan puroball• ot procbi.Ote ot 

Bradl oroat.o eo larse a part of the exoban6e tor all ot 

the pq•ent on ·the bonl.a. 

'fo roall&O lt. 1o 18pOrtaDt. t.bat. Bra&ll Jlan tho proe-

poot. of a eubot.anUal roaaouon of ltl a.bt., and one t.bat. 

would bo 0.-po.rat.1Yel7 rapid; howoYer , orlt.101 .. 1116ht. •ll 

•s•h bo 1Jlrtt.o4 whoa t.hO •t.hod onY1oago4 a paN6I'IIPh 6 
of 
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ot Art1ole I ie ueed in coMect1on Y1 th bonde which ere 

being eerTloed at eo lov a percentage ot t heir coupon rete 

ae <h-ade& III t o VIII would be, vere the echedulea ot the 

t1ret year ot the Aranhe. Plan applied. 

Considering all the foregoi ng-- and ve desire moat 

earneatly that the disposal ot the bond q,ueet1on Yill be 

auoh ae Yill tirmly r eetore the baeie ot fi nancial opera­

tiona between the tvo oountr1ee--it ie our hope that the --
M1n1eter ot Finance Yill uae the tourth year ot the .lranba 

Plan,inetead ot the tiret year, a• t he baei e ot h1a otter. 

The t ourth year ot the Aranba Plan yielde dletinotly improved 

percentages to holders ot Gradel III to VIII, t hereby alec 

lessening the ditterenoe in treatment between t he main 

European intereate concerned and the main Amer ican i nter­

eete concerned. You v111, ot couree, aYoid &n1 possi ble 

attempt by the M1n1eter ot Finance to uee our obaerYatione 

ae a Juetitioation tor doing nothing on h1e part, vbe~ you 

handle th1e presentati on. 
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TO 

'tt0M 

TREASUJIIIY OEPAJIIITMENT 

Secret~ry/~g~thau 

IJr . Ha~· 

394 

•••• January 20 , l94o 

In accordence with your request ot yesterday, I a~ sub­
nit t ing the f ollowing : 

(l) 

(2) 

IJe~orandu~ - Pr i nci pal Business Interests ot Victor 
Emanuel 

Chart - Pr1ncioal Buaineaa Interests of Victor 
EManuel as Derived Froo Publi shed Sources 

,I 

• 
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CO!IPIDENTIJ.L 

Principal Business Interest& of Victor Emanuel 

1. ~~. Emanuel ' s principal busineoa intsrest o have been 
in the fiel d of public utilities and the stock exchange, I n 
1935 he stntod, "· • • I would like to poi nt cut that my 
principal aotivitiee • • • are i n connection with the public 
utili ty busineas and the stock exchange busi ness , al though I 
am a di rector of Republic Steel Corporation in which , ~~wever, 
I have no substantial financial i ntersst. "(in a letter attached 
to his income t ax file in the Bureau of I nternal Revenue). 

He appears t o have gotten his sta1•t through associati on 
with his father in certain public utilities in Ohio in the Twen­
ties. These utilitiee ttere subsequently taken over by the 
I nsull interests. In 1937 1-!r. Emanuel also became interested i n 
the Aviation & Transport ation Corporation. 

2. According to the 194o edition of Poor ' s Register of 
Directors and Executives, Mr. Emanuel hol ds the following cor­
porate offi ces : 

Aviation & Transport ation Corporation, Chairman of 
Board, Presiden t and Di rector 

Aviation Corporati on, President end Director 

Standard Power & Light Corporation, President 
and Director 

Standard Ge.s & Electric Co. , Cbaii'lllan of Boc.rd 
and Di rector 

Albert Emanuel co. , I nc., President nnd Director 

Republic Steel Corp. , !~ember Executive Committee 
and Director 

Emanuel & co., Limited Partner 
bo mpanies are, in t urn, connected Several of · t he a ve 00 hro gh intercorporate interests. 

with a great many other oompani~s i t ~relationships are shown in 
The principal companies and the r i n ~own i n t he chart has all 
the attached chart. The informat on be ohart therefore, does 
been taken from published sources, ·~~i~ne wh1cb'Kr. Emanuel bas 
not show the personal holding oorpor 
es t ablished. 
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3· According t o reports t o the s i 
Co~ieeion concerning the stock ownere~~ro;iee and Exchange 
directors and officers, Mr. Emanuel held the ~0f"P1oration as ot December 31, 1939: o owing shares 

2S, 6oS shares common stock, Aviation & Transportati 
Corporati on on 

lS,OOO additional shares common stock, Aviation & Trans­
portation Corporation (held indirectly through 
tully owned or controlled corporations) 

267 aheres capital s tock Aviation Co~ration 

900 shares class B common, Standard Power and Light 
Corporation 

650 shares class A preferred, Republic Steel Corpora­
t i on 

500 ohllres common, Republic Steel Corporation 

50 shares common, Philadelphia Company 

100 shares 5 percent preferred, Philadelphia Co.mp!Uiy 

A speoial study by the Public Utiliti es Division of the 
Securities and Exchange Commission reveals turther that as of 
February 15, 1939 Mr. Emanuel held 1+. 69 percent of the common 
shares of Central States Edison, Inc., and that :Daanuel A eo. 
~eld 3.93 percent of the common stock of the North American 
as and E:l.ectrio Company. 

1+. The Standard Power and Light Corporati on is one of the 
l arges t utility holding companies in the Uni ted States. Standard 
G~s and Eleotrio Company 1s next-to-the-top holding company in 
toe system. ~proxlmatel1 53 percent of its oommon atcck is owned 
by Standard Power and Light. Grou revenues ot Standard Gas and 
~lectrio Compan7. &Dd subsidiaries amounted to approximately 
~92 millions in the twelve months ended September 30, 1939. The 
att ached map of the United States shove the areae served by the 
operating oo1npan1es in t he Standard Gal and Electric Co111pany 
system, 

5· Mr. Emanuel 1s chairman of the board ot Standard Gas 
and Eleotrio company. It 'lo1LS announced la.et December, however, 
thet Mr. Leo T. crowley, cha1r!l!an of the Federal Depo sit Insurance 
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Cor?orati on, had accepted the position of oha1t~an o f the board 
or stanruu•d Gas and Electric CompanJ to be eff ective in a fev 
~onths. Mr. Emanuel is then to become Chairman of the Finance 
~oc.11i t t ee. 

6. On Ft•.l.day, January 19 the C01Mion and prefer red s tocks 
and the bonds of the Standar d Gas and Electri c Company all !ell 
drastically i n me.r ket price. Press repor t s today st8ted thst 
t he Securities and. Exchange Com.-nissi on vas i nvestigating the 
dealings in the Company ' s securities, Securit i es or t he Company 
have been weak in t he l ast several days on recurrent rucors of 
u~ravorable action by the Securities and Exchange Conmissi on on 
~he ap,l i cation tor a reatate~ent of t he cn~ital account of the 
?hi l adel, hin Company, one of t he moat i upor tant units 1n the 
Stan~rd Gas and Electr ic system, supplying the parent concern 
thr~ugh divi dends on i ta co~on stock l es t y6er with nearly 
hoJ.t ot its 1ncollle·. The Philadelphia Company (which bas no 
illlportant operations i n Philadelphia) is a holding compeny 
w;~ose noe t important subsidi a r y ls t !'!e Duquenae Ll3ht Company 
wl1lch cioos all the electri c l i ght and power business in P1 ttsburgb. 

7. The Av1c t1on and Transportation Corporation and t he 
Avi ation Corporation are hol di ng oompanios. The for mer corpora­
tion own~ about 30 p ercent of t he s took of t he latter. ~!r. Emanuel 
i s "Dr e> sident of both oom'Oe.nie a and chairmnn of thr board or the 
toroer. Subal d i arica of- t hese compani es ma.nurnoture airplanes 
and airplane parts. The parent company i a affiliated with Checker 
Ccb HMufactur1ng Corpo!'ation whioh controlP t'"e Parmelee Trans­
~ortption Company and a group of o~eratincr taxicab companies. 
/.'!other affiliate il! the !lew York Sh1pbu1lding Corporation ~!lich 
bui lds, AM~ng cthrr th1nge, eh1pa tor the U'l1ted States Navy. 

!!, Emanuel &: co., in w::Uch U.r . :!:t:lanuel 1& a 11:o1; ed partner, 
e re &Pourlty bt'O!ters and dealers . The undentr1t1ng ac.iv1.tles or 
tl:e firm f roc October 193g t hrOugh January 10, 1940 ere ehown in 
thr attnched t able. It ehoul d be observed that t he cost recent 
issue (offered J p.nuary 10, 19lie ) wa s for Vultee All·cratt, Inc. , 
a subsidi ary of the Aviation Corporation. 
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Aaount 
ot i ssue : 

(In at1Hone 
ot dollare) 

50 

23 

~ 

31 

3• 

Underdr1t1ng hot1v1t1es or Emanuel & Co. 

October 1938 through J anuary 10 , 19~0 

Issuing 
Company 

Fire atone Tire & Rubber 
Company 

Rational Distillers 
Produote .Corporation .. 

•rexae Corp. 

Artation Corp. 

Union OU of Cal.lf. 

VU1tee Aircraft, I nc. 

Issue 

10- year 3-l/2 ~roent 
debe. or 19 ' 

10-year 3-l/2 per-
cent debe. or 19~9 

20-year 3 percent 
debe. of 1959 

common stock 

20-year 3 percent 
debe. ot 1959 

capital stock 

~tanager, under-
writing syndicate 

Brown, Harri man 

(Glore, Forgan 
(Harriman Ripley 

Morgan, Stanley 

(Schroder, Rooke-
f felll>r Oo. 
Elaanue1 & Co. 

Dillon, Reed & Co. 

(Blyth & Co. 
(Emanuel & Co. 

Treaeury Department, Division ot Reeearoh and Statistics 

• Groll proceed• 

Portion taken 
by Eaanuel & Co. 

$100, 000 

500, 000 

200,000 

322, 142* 

250,000 

350,00o-

January 26, 1946 
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SUl!!Wtt 
lolA CH IIIE TOOLS 

(Purchases through Jan . :<D, 191.0) 

'ri tiah Scurcea 

RITlS! PIIRQI.\S.,;s 

;·,..,~ch Purcl14sinp: Commiss i on 

tiler French Scurcoa 

Approx. Value 

$ 1.84, 6li. 

11. :20) ,000 

• 11, 68? , 614 

~ 61, 618, 559 

Unknown 

$ 7,,):)6,17' 

O::ritiah and Fr ench Purchase Commission onl,y 

401 

llelive.ry 
To Date Balance 

0 I $ /,81,. 6lJ. 

not soeci!ies! 

~2,030 ,000 ~59,588,059 

2,ol:>,OOO _.(l),o72,67,. 
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TREASURY DEPARTMENT :ll 402 
..:::;.-. 

INTER OFFlCE COMMUNICAT10N 
I 

DATK Jenu&r7 20. l9llo 

TO Seoretar.r Morcenthau 

FROM l~. Cochran CO NFID E NTIAL 
'l'he foreip exchan&e market , vh1le not of l&r&e proportions, developed 811 

tnterettlDC aneJ.e todq. Thia CIOrniDC the Chaee l!ank received ! rom the rer Jaat 
and !lear Baat ordera to purchaae a total o! 20 ,000 ,000 l'rencb f ranca . 1'be l'rench 
.~.cerican l!anldDC Corporation abo had an order to purchase J'rench tranca, the 
a30unt of which ve ware unable to aecertaln. On SatuJoda1, the aarltet uauall;r to 
vU"/ thin Md the Chaae l!anlt did not atteq~t to buT the franca in t hia market. 
As an alternatlTe, it aold the franca out of ita ovn pca1Uon and purchaaed 
at erlina which , on Moadq, it will convert 1Dtc l'rench !ranca either ln .t..ator-
dal> or Parh, whichenr a:rlr::et 1a 100re favorable, !be oparaUona 1n aterllDC v 
by the Chaae, ae a reault ot the f ranc order•, had the e!!oct of r alaln& tho 
rate !ron ).96-J/S at the op~ t o ).96-3/4. .After t hat bank vlthclrev !rom 
tho cara t , the rate eued off and the cloo1Dg quotation vu 3.96-J/8. The 
French 1'ra11c opened at .0224-3/4, t ouched a hlp of .0225 ~md closed at .0224-J/4. 

'l'he Federal Reoerve l!anlt lllformed ua thnt y11terda;- it had received an order 
f rom the National l!ank of :au..ania to purchaae 10,000 ,000 French fr~mca. As the 
tea t number on t hle cable vae incorrect, the Federal cabled to the Rumanian bank 
last nipt . and, up to the close of bueine11 t oday, had not received a repl;r. 
Therefore, t hle order la still unexecuted. 

Sal11 of apo t etarllDC by the four reportlll.l; banka totaled 1.115,000, froa 
the follov1nc eourcee: 

B1 co=-erc1al concerns •• •• •••••••••••••••••••• , 85,000 
l!7 forelcn banlta (Jarope and Par Jaat) •••••••• ~ )0,000 

Total .. 1.115,000 

Purchaau of epc t oterlll>l; 81110\lnted t o ~116,000, Bl ladlceted below: 

By eo..ercial concern•• ••••••••• •· · ···•··· · ··· ' 98.000 
By !orelcn banks (JUrope) • ••• • ••• •••• • • ••• . • •• • 20,000 

Totol •• ~llS,OOO 

'l'he folloviDg r eporting banks eold cotton bllll t otAl in&, ~7 ,000 to 
! rit iah Control on t he baela of t he official rate of 4,02~1/2 . 

~ 78, 000 by the Ouarant7 !l'ruet Co . 
4 000 by t he Chaae llaUonal Bank 
4 • 000 by the l!anlt of Manhattan 
1 ;000 by the Jational City Bank 

' !7. 000 'l.'o tal 

the 
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'l'ha other h:po:-tent currenetaa el .. ed aa follon 1 

Oul.ldera 
Sviaa franca 
llel gaa 
Canadian dollara 

· 5316 
. 2242-1/2 
.1682-1/2 
11-15/1~ diacount 

There were no gold trl\llaactioruo cOIIINl!lllllltod by ut today. 

The l'ederal Raaene llank reported to ua the followlJlC t hipmento of goldr 

403 

$ l , b88,000 froa Italy, ahlpped by the llank of ltal)' to t he J'oderal Reaene llank of 
!lew York, for account of t he ll.J. S. The diapotiUoc of t hi a ahlpaent 
i t unknown at p resent. 

28,000 fror> Englazld, &hipped by Sa=el Mont*"" & Co, to the Cheee llaUonal llank, 
r:.....-;,....-:= for tllh t o the U. s. AuQ Of1'1c e . 
$ 1, 7lo,OOO !otal 

!he State Dapartaeat forY&rded t o ua eablea ttat10B that t he gold ahl~enta 
aho\lll bel ow vere baing lll&de. !he dhpot1t1on of t he t hipmenta coDing fro" Svedtn 
1t Ullknown at pretent . 

7,370,000 from Sweden, rapreaenting two thipmentt of 71nnith gold marka, tent by 
the llank of Sweden to the Federal Reterve ll&Dk of !lew York, for account 
of the llo.nk of J'inland, 

lo56l o000 from Sweden, thlpped by the llank of Sweden to the Federal Reserve llank 
of liev York, for account of t he llank or Sweden. 

lo526,ooo from Sweden, ehlpped by the llank of Swaden t o t ba J'ederal Reaert'O l!anl< 
of llav York , for account of the Bank of Jinland. 

552,000 from lngJ•nd, ebipped by Sharpe & \lilldna t o t he llaUonal C1t7 Bank of 
!law York, for aale to t he u, s. Aaaa;y Office. 

9 o000 froa England o conahting of gold toTereipa ahippod by !!ocatta II Goldtmid 
to the liev York qeney of tha llank of London and South J.muica, for tala 

-;;--..:-:-:= to the U. S. J.aaa;y Ot1'1ce. 
$U,318,000 t otal 

In the report from the Federal Reaene llank of llev York ah<nrir.~: depoaita f or 
aceount of Atia aa reported by t he llev York apnciea of Japanese banka on JIIZN&r;y 17. 
llllCh deposita totaled $37,217 ,000, an incr eaae of about $lo500,000 air.ce the laat 
report on January 10. Of thh &I!IOUJit o $25 ol&6 0000 rapreaented depoa1t a with the 
Tolcoh&ma Specie llank by their branchaa in Ch1Dil. '!'he onrdr&ft on the boolca of 
the Yokohama Specie llank in llew York for account of ita haad office i n Jepan ""' 
$73.026 ,000 0 a deoreate of about $4,6oo,OOO ainee January 10. 

CO NFID E NT IAL 
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'rho orolbia• ry tralna, b '"- Ollbllc ocbooh h quho 

~oooral l a ao~. About oao "-lf of "'- ~tb' o t lao lo apeat 

Ia t ho ocbool obope vhlob al'e vall "'1l1JII"d tor s eaoral M cblae 

trololnc. !he ..-ia4.,. o f t he Uae h • P• t la cl au - wort 

•h ro opoclal a ttoatloa 11 paid to rolo t od .. t btaatlco, octoaco, 

~lhb aa4 blueprlat raa4tac, fblo OOVM coaun .. t or tbroo J'IU'I 

or 1111Ul U.o TOUU> baa roached tbo "CC of obo11t 17, 

lutructoru !he obJect la \blo prolla 11Ll1'7 \ralnill,t 1o t o (a) ciYe 

U.. TO,.tb a. e t rOJO« bacq,..,Wid of a ochutca.l aad UlooroUcal tralnl-.;, 

r od (b) to ooloct \ boeo ~\bo vbo obov ~tltudo for \he ~oro bl~ 

doYol opod aooha.Bl ool tradoo ' "cb a.o t ool .. ltl-c, tool deal~ and aYl-

aUon M Dufactvl a,;, 'l'be l aot ructor o aro oolected 'fi tb tbto objecu .. e 

In Ylov, lacb h a aut or of bto crot\ , n cl all blon oohblhhed th--

ooh .. ao 011\o\ .....Ua,; vorlaon, lloo\ o f \ heM toacbero aro fo,..... -

Poet lllp Soboot !rnlnSvt Slace au t of \ba 1011\Jo. _,loto \ba pro­

Uata...,. t ra ln1q 1a hlp ocbool bo!or o thor u o old o....,h t o por~l­

clJ>o te I a "'- roplar IIJIIII'ftUcooll1p, or bofor o aporooUco pool Uooo 

or o oYa llablo, a •rotorYOtr • cl oeo of oolec \ od lodlYlduolo 1 • "' ' wp 

Ia t"- acbool, Wllllo aval U-c tbe -.plo,...at cdl, the troln1J14! pr o­

ceed a v l\hola\ la t oi"J'\lp tloa. fe .... blo tbo yout h t o oocuro • o• '­

dloto utual ...,l.,_t, \ba trolal,ll& h held dvlll& \ bo lot o af\ol'­

IOOa aa4 ....u.c-. ..- u vlU Mt latortoro vlU. .-.do vorlt • •.., bo 
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or we -'-• .u ..._...,.leu..._ .,,_u.-s,, •lclo& an_ 

actl••• ..& 1.-r are 

... , ttr \M bbga ftoeo la\er .. w la .._ tw.l..,..., of .,.._.. 

Ucoahlp la \lolo 0 1 ., feel Uaa& .._ ,..._, ~~~ le laad"'u&e 

t o ... , .._ _, ef U,nAlac 'kal•u, ...... , p:taa. call for \lloe 

follovl llo( ....._._, 

a, J. rorietn ol .._ .,.,...Uoooldp &«:rna•& .. _,_ a. ~ 

coat roe111 1.,..Uoaa et tbe r..toral .a..,... .. uoooh1p c..tu ... 

\, !be ...... ~1~\ \l'alatac ..... ,..,u. Mlooole h ...... 

of ••- t.pr-&, 0.. ef .._ crea&oo\ ..... h f or .., ... 'lip &e da&o 

t r ahlll& e, v.l,...&, .&bOll.& $50,000. 00 wor~ ef - oqut,..a\ ,...U \o 

ra~ulro4 \e pl- We oeotloa of U.. \ra1ill~~& oa a a\rlc\17 ao4na 

c . 0.. et \M 4lttlcuH1 .. 1a \ be , . . ... , pl ... lo \be llli'ce -

ber ef 11ere .. l .. uac \bh procna wlloe are ..,, po4 •lorlal, !here h 

• ha4..,q fer U.. \o\\or Cft4e •""•" &e ollu tbla \7M of work. 

!lie -"" -.u .... U..\ \Ill ladu\r, ao141 a tdr .-.... u. \oat 

.. hrlal ·~ .., ..... .._ .....,le, fto ... era! c-s• ~ ... . 
oa l..._Vtal tnJalac are a\\~\bc &e .. \dltell • \oUor f ora ol ,_ 

ca U oaal pl._, ..._ ~ wel- \M tom .. • of • tall ~ 1111u.t 

lUi"-• ~ .. IIMt1o \Ida ,....1-. !lilt w10114 cet\ """' $JOOO. OO 

per 1...,, ..._ ..u M •••~aet ,._ .._ '-! ooMol Md«•' ' 11 \lloe 

IIM4 for .._ ...S• ...U M ,...,...17 tw.l.,.t . hbllll&e I ..._ I 

I ..Uoa .. .._ _,.. o1 1.-1 paUlel. ~ fer ,...._ .....,..... 
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'N aa .,..,...u .. cr-. •~ .-, 50 ,... ... , o1U.. la \M ,.~ oa 

., t i&al *l)onaUoeo, er la ' '- ...-..1 -.ori'OIJIC trallllO« -er \M 

• d•l ro of U.. plaat JttriOU o l 11SU\ - U ao a o ..,.1.,..,.\ ••IIUou 

wuru \ tull \laa • l'l'r .. uoo ..,\..,_,, It \ llh au1i 'Nr of ,..,.,. .,..,. 

In the ...,. .... u.,., • t'lall \ leo Al'))rnUco -PYhor, to~plept , 0 .. nt, 
b)' " ' o tollool .,., .. wov.lt \e ....... n.tro tiiM14 be .. 41fftwl'T ta 

, CUJ'IJIC \ llt t aonico \ll.roacll 1\a\o - P .. oral '-"Mal ._Uoa 

, ••• l' aot lnl)' -,.ratt nc wi\1> ........... 1 eo-tu ..... .., ... u ... hh t, 

v .... .,. .. tho ' "''• '"'"':""••alltp eo ...... ,. - · t ho nepan.ut of ... n •• 
lul r.tcttoe. !'be loou ooaatu .. h a.uiOtla to hue Ht DU D conroro 

!Met a l ftort Oats Cnr•n• tto •-p~l_.., \be etwnt .,..,rcatle.•ellt, . \1'4 

... . ,.uOIIIal Mlloo1 ,.,...1.,. oull ,.,. .. , , , .,. tra tot~~« ""-~ .,. _, 'N 

- •tar)' .. - _, tM OJ>o .... Uooolllp. I I on .. .,.,_, t llal "'r\ala 

1>1U'h or l be llelteGla A, or ol llor d\ndo .. of tM ,...,. .oro aol o\lot. 

oblt to \llo .._,.,r7 ~t \llo \llllt U.. ...,....uoe lt puti O« l.hrotacb b.lt 

u... la tub ••o• \be _ .. _ 1 ..... 1 a l u .,tt lo oou\lloh opoolol 

oov 101 vbtolo ..,. &JtPP•Uoe ...., JfU'OU* ~ulll;l lllt lot nero U• or 4vhc 

t.,_,, ~ .. ,.... .,... ... unu .. • • _, t n a uac. la)'oUt aa4 allot.,..._ 
atl•a ef ••bJ• .. ,,, uM t.e•l• are •~1.••· 

·~ ·--·····tt•• ., ,. lolrataU. ot r- • 11 toa1 OM of ,_ r11 
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lat•~.,...-.w c-sn .. • .trialte. !ftl ahc tv \M I'Mel'el '"­

... , ll \UI eanh.l -''-Uoa \e cl._ be \be l't lralalac 1t •\&1 ,,.... 

worker• tor \M ..UUM labe\r,., It 11 llapptU Usa\ \M ..,le,wre _. 

111e •ocaUoaal Mbeel 1t \ bh •-•l\7 loan "" •ac•l'l4 t.a We wen ru 

.... ahe T e&r•• tllh h a- lbnoacb a -u .. 1f \M Hhool -...,.. .. 

llle Bolrtla lac kblol, Jboa\ 3000 l ..U?U'I&lla loan •- re\I'IJ.Mt ... 

a4Juola4 \ e peetu- \lmooacll \loio ...... 1 ~ .. oellraoea - t.ndeo, 

7or ne -lfll IIH4e ef \M anaU• ladulr,., \ be ettu\ 1laa - II 

111o dlreeUoe 1f ~II« .....,1.,e4 er aaMUafaclo?tlr -.107M 

•llruh "P" ,,...na to ...rttet•l 11 ""'" 1111 llllltnftal to the nab 

of t he aploTtllle, - ta ... , ~~- w ,1_ ,.._ • a parroll. I a .­

thor OAti l a ~ 1-.11' ponod of lralal11,1t to ... 4.... 'nloa1 M I'Oirtiaa4 

do aol uu117 .. ,.,. \be .. ,.. hl&hlT tldUe4 ooeupaUoao la Uoe 1114 .. 11'7, 

IN\ t la4 lbltr le?tl • o01rator I7PIO ol ~h. bllt1oU 0 !>raan\1 a 

!'ralalv ttr •'t= '"'"' !Ide nper\ ._lt al••' •Ur•l7 with, .. 

•tal wvtWic \~'Mea la \M anaU• -c1a1 .....ractviJic ladaalr)'. "'" 

.. caU.-1 eelolol,..t \M ?&1'1 ... -10711' ... u mea UO" P" alao np­

por\ tlnl 11&01 ln.lalac t or 1111 f1llwlac l radeal 

t. All\71- Vel..U. 

I, .a.t.......n YeW. 

t . llraiU. .... dclt 

1. Alrcnt\ •chaalc 

J. ! ool Ilea~ 

lt . naclrloal !ra4M 

1 • .JaU clbc-.. 

•· bta~Un Mdll&lca 

1. h otet•• •JH'• 

I• ... \M • t d" ... ~~~=·~~-:...::_ ___ ~~~~L::iii •r-~-=~~7'l!' .. 
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!"'*!:!ltl!•!Jto~•&..J•ll'Ua!lll!mt'!lJ•I!II:J•Io·...!""!!l!..l•!Siu"!.t"t'•llll• ~ .._ '''''""• .. 
,.,. l Nal -u.a1 Mlleo1 11114 \M ..,..,._, .r PUUo ta1v.."-. 1\ 

...ooald 'M peu"l• to •11-•• \nl.U. precww• rer \M -.cra4JJII .r ...,.._ 

..too1'7-' lllq ,..._,_, hell a Pl'!fll"a8 .. , o08d•W 411Pl"C .._ pn­

d.r~uaoloa 7,.... vlU• o.,..tdenllle -••· ._ •-• lNal bolu\rtal 

ol.aah ooopen\M, 

lf!!!cltle .htaUe !pla!•a J'er .._ aomee ef \h&\ per\loa at \M 

a...taU• taoft.o\ry vldca will, la \ he """""• aNd - \ral-.4 t.a a'ri!Ue 

Mcllaaloo, \llt loetl arlaUe oo.CUM loa• ,,..., .. a -lo.le ..... ,. t.a 

' M pu.llllc 1olle!h. fhle -.e, willa epenho \ veln aot\luo t.a \M 

year for ft•• rtarl, 11 dell~d to twra ~\ a relat1•• 17 ... 11 ..-., .. et 

hlt:ll crado coter&l a.taUoa MeMaiCII !be requ.tr-ah for aaladft &r! 

••FJ htp, aad U11 e\aadeMo or per r o,... ... aro ldcll t~llool\ tM nUn 

enree, 'flll1 OOVII h ntUa!d la 161.'111\ I, 

Prop•al ftr iwms&nt!d• ·eoat•EM91• Ia ncocat\loa et \M •e4 for 

- d!ft1~\tl -" la ~Un ...,..,,. appna\lcealllp la 

1'-171-u, u ll _.., ... \M\ a ....reneM If ell lahroo~ .....,. 

Ol>JuUn If tM Wsrn"• !II! ,.,.,_ •~• 'M detlp!dU• pn­

tlloo \M plaa1 fer • eqen-\.t '" d!ftl.,..•\al •1111rnttceoldp ••t­
..., vlltoll MF 1 ,.... • uplere "" ,.,,nuut .. t.a ttl! c--1

\llo 

Pa~' 1'12''11C 6c7PP'It1 

a . !M A.U\lft ._,a!\llrllll C!rJI!raU!! 

11 • ..,..._ .. \l_ , ......,.. t.a ·- plaa\ 

•· 1M ...,1 Dle\r\o\ et \lllo 01_, et ftlU...,.rt 
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4 • n. •-ql-u »e,.r-., .r I'UUo laat ..... u., 
•· ottl .. e1 -...u. 
t. r octeral Anr•uo .. htp c-tu .. , Dopar-.t of l.e'Mr 

ll• .tpp~llooahtl' CowlcU, D.par-.at l.ellor --• r-•··at p 1 
- .... Tfo -.q waala 

tt. 11nlto4 "*'•• Az., . 

1, bUoaal Tntll A4aialetrau., 

J. ClYt U oa Coaterwauoa Corpa. 

G@a • r el •·tvt tf \M Dt•se••lpa 

file 4o•el-.t or a p~ vhtab will coorclta• te the a-r.ab e1 

all ~llolea , villa \be «•I!J'al olljeo\tn of Nloulac oloh oacl JMerll 

-roc• UcMl aacl otller '-• to aU..Uto appNOUca trointac. 

fla~ gC CotCrrwos fila coateraco ~4 11e hol d the l atter part of """'"' 

or \Ita Clrot part or lept.,'Mr. 

otrauoa or appnaUMall1p tr-&1JL1ac fer the AYlaUaa .....,actvt ac CorporaU oa, 

t bo cotter- UnU 11e held 1a Yllll...,.rt, fllh toettloa II alto h 4J­

cat e4 -,. tiM prw- e1 a tln-lan l o4onl a1.41o4 .... u.,. oclo>ol diu 

boo f or .aq ,_,.. Met i aU-to17 ooor4l•lo4 vl\ll locll b4astrJoo. !lloe 

co-.n111 v h (11.1\o vllllllc to .-qport • • ~~poruUcoallJp .u4 tra!Jilac .,....,. 

PM • • t ov.llllo • ..,.. ••• 

sv •••Slw (s • ..,'DR1 If aa _.,.,_. wbld aU •• the proa.MI• 

or anau., •torlal .r oor1ou .,.,._ &Malt! ctonlep , tu ..,.,. el 

aki\\od ..... -.... la the •tol t rad.oa ~·,.._a •Uor tor,_ 1.-1 

coacora. n. follovtac •Ui.ao ....,.. ,. a plaa tor ,....!tilT ,.._..be 
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otnU- " ,....,..._ .. la U. 1 t .., la .. -r.-.,. 

l , fte 1.-1 MIIIM1 U•tne\ MoaU .. nqw,..., " f\M ..._ -

of &&kl .. .,..., et all -u-1 ,.,.._., ...... u. ... ., 1'· _, te 

oUalldt trn U.. ,ncna all ••t.\e ....... ,....,.. .. lt nA •• te s. 

dlea \o \ be\ UoeT -u. M\ '-lep la" oa UafM\ol')' h~• .,..._ 

I• a rea .. aa\lo , ... , ... 

.tu\1'7• \be elrU lM le .... ....Utac et U. ,...,k el U. --al'tJ' -u .. 

'"''".., -· 
•• I. pnllail-'7 ._...,._,of ettilh la U. ..-.1 u.p. .. 

U.M ...._ 11 • .- ou.n ...,. ..., u. '""" .,u-. fto 

\nlalal ., ,Ulo , ... tkh lafta\1')' .~, al .... _, ....... 

'· a '" ,... qo ... ., ., .... u-11.11 1• u. plaot ,, .. ..,.. 

wM -•.r.llr ....,le..., tM proUat~ valotac. 

o. !"-~· e1 -\ala el"olr rela .... \o.aioal \nialJ"C 

.... u • ., weft1ltc "-"· 

t. .._a.. et u.. ,..._, n\nlo\ac ,.......,_ 

} . "- •"" -"-' .-..1 • ..ttk ... \al ..,.etv., .-,., 
,..._ -u ...... I • a .... tlllft ...St. 1 .. -..-• .uut• 

-u .. ,.a• 'lllr u. 1.-1 a.vtn _._ - .....- ""-P' ,..net-. 

aM la\or nlaf ... ,_ ..... .-~ fllltllt .......,. ale~• ......... 

laUeu. .. 
......,. •tsd:J•• ....... -terlal• ..u - ......... estat , ... 

tbe. h ... , la _,_.,~,.,~ ..,.sn ..... ... 

-"- ,.... ...... le - - ......... ........ _ ....... , - ... 111& ... 

o.rtala •Wbi-" ,. ...... _.u .. - ....... •• 
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!P'"'"'' Pnout equt,_.,at 00lll4 l>o .. ., t or a nellabaJ7 perto4. u 

1000 ao " ooll>le o441Uoaal ~.t-t aoll .,....,.11 -~4 • • •I'O?tlle4 ,.._ 

ooM Co...,a -oal\b or Oo-Yera.at ,,....,., 

!tmo o! 1'1'1\!p\ya .l proUillaarr CI'O"P of II!PPJ'oaUoeo aaul4 'be roell)' ta 

obout J aaatho, 0\bera would • e , .,..1loUo oo tile lA~tutrr caul4 ol>oorll 

t boa. 

!h• Ore• too\ Pro'blea ftoe pra'bln 1.-.alnll Ia ....,., --'tnCT ~ lo 

t ho o'b11U r at \he ladllotrr \a ahorll ""pnaUc.o roJ>I4lJ, ~ lack of 

11lp• moloa - appratlco ·~'-··· wbiclo aoald ... ., .... ,,.. u.. ~ro-
4ucUoa 11ra- h a 111« f actor, !lolo h U.. "do roaoon tor ooaccesUac 

o. Prepare t he proopeoU•o q orot1Uoo t or ••• ''"" or work tn tho 

1aduot'r)' wh1 lo tho tadao\J')' woo In t ho oracooo or opoolll a« up 

pro<laaUoa. 

b. Ou14e, a4Jut u4 ool ee\ U.. )'OU\h oa t hat a a h t- or tonnor 

wolll4 M o~\e4 nco t ho •PI'...,ucubia woo "-· 

e . Preparo oorlala OJ>or&\ar ~ of l8i hi4ualo tar qul.clt aboo.,U• 

t .... ~ -•yt Cer\a.ta tatart!• l•4 ~o•e·r&­!tuf!tt~'~• \ le ftr p.l•••iM J'r Sr ""vrt 
"""tal ecaaaleo oboul.4 1•o41at o1.7 plaa a loeal oaorc•cY l'r•sn• "-' 

on local a oodo u4 r.,.oureeo 10 \ bat Ia \ 11!1 ona\ of aa n er t;oDOJ' '. -

DI'OI:J'M ceul4 p lato l...cido oporaUoa. !hlo eoo14 be 4oao •• a ,.r\ 

-otod oloOYMI'O, .,. ill • , .,...... of tho ~~ppr•\1ooollllp coa!eJ'OUO • ._. 
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lf.U DIP.il!lllft 

Air Corpe I'J'OClll'-t Plaaai"« ~reooatattn 
IIV TORI:, • · 1' • 

Kr. • 1,. Cooper, 

rodual Office 114., 90 Clloarc.b 1\, 
lul7 18, l 9J9 

O•n. lf«T., ~c .. t "« Dh1doa of 
J.ylotloo Koaufoc t ur1"« Coroora ttoa, 
11 \l••~ort , P ... r,rl?aala , 

Oft•r Hr. Coo'J)ort 

419 

!be Office Of t ho Aoolotaat Soore t ar7 of ~ar doolree to aootable a t 
l bo oorU10 t ,..,1\le 80Mat l a!oraaUoa ao to t bo cet bodo vhla caa be plact4 
In t ffeot t o cooperate vitll t ile focleral C:O.tUoe • A'"'reoUceohlp, I.aloor 
:lotoorta• a l, 1t h requo\1>4 t hat 70U tunl ob tbro~ l hlo offtee,d \be 
o rll eot p ra e U cal u .. a clucrtpUon of uq r ecler&l aU to 7RT ooopuq whlela 
701> cltca oooeo0U7 to -ue H to oeeare a nbot u ttal laeruoe ta JU. -
b•r of q l)r eaUcao - l>ei""« tn1ae4; or It ao aopru ue .. are 1a tra lahc, 
tbo a i el r equ iNCl to iattlah • • a deqll81e .,.., .. of ap.,rnUcs IJ'aia1A& ia 10V 
olaDI whleb will .U. a Ya11al>le lbo J'"''lllrod ,..hr of U:i lllcl perooaad 
neeJe4 to &~~pst 'fOVZ 1>J'oclaeU oa i a aa -P'IIC7• 

ror J OV 1Dfo,_Uoa, t bto ocU• "'" la lUohcl b7 o lott.r froa lbo 
Pr•dcleot of \ be IIDUad Sbteo t o t be S..creler7 of V~r ~lrectt.,t: t ho Vu 
"'oiJ'\Iooat t o collaborate lo a snoral ~lu of •cbule 'o lroioJ~ fn tho 

• lrcr • f t ln~otrr, fhl o let ter "'' iaoolred b7 a reoorl froa oa lnter­
J"11' 1'ta eat al c ... Uteo oa thlo ouliJ•o t oa vhtcb tho liar Departaent, l a1')' 
Dop, rtaeat, Labor »e,ar-at, ruscl Clnl \el'<laauUc o Author Hr had r q re­
senta.Lioa. 

Cort a la data are oa haad In t hlo oftteo u a r eoul.t of laduo trlal 
UJ'YIJI of 70U1' plaat. Ia oYoat tharo b&t beta o eoa olclor&ble chango olace 

thou data were ob talaed, 1t 1o requo• tod t~t you fvahh t ha protont 
otat 11o oa &bo f ollo--110«1 

a. lluabor of op1>roat1ee o b t ralalac. 

b, "-ber of 
peraoa.ael 

nperYloorr, ai<Ulod , ••111-olrtlled AM 1lllsldllod 
req1lll'e4 t o ... , r our pr obe Uoo In ae .. or~:onC)' • 

•• .., &rul7 JOllr•, 

I •/ J, D. ROIJ'clae 

J. n. awDJJf, 
Colonel, At r Corpe, 

ProC\d"•n' PlaJ'lol q ~reeea.tatlft 
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!XIUBI! A. 

APPRENTICE AGREEMENT 
School Diatrict of the City of 

Williameport. Pelllleyh•uia 

A. Thia arreement is between four parties: 

1. Tho APPRENTICE who wishes to learn the trAde or an specified. 

2. The EMPLOYER wbo agrees lO teach the apprentiee the trade or an. 

3 Tbe PARENT (or GUARDlAN) of the appreotic:e, if be is anMr 21 :run of-... who 
o<:loowled,u that he or she bas read and aodentaods the COIIditions of the llpprentice. 
ship. 

4. Tbe SCHOOL DISTRICT OF THE CITY OF WILLIAMSPORT, aeti%1&' with the ap· 
proval of the Pen111ylvauia Department of Public lost.raedoa and the PenllOJ'Ivania Com­
mittee oo Apprenticeship Tra.ini.Qa'. will supe-"ise the appre-aticahip and provide certain 
ponioaJ of the instruction, and will act u referee in an cues of misa.ndentaadi.og arisiuc­
dorioJ" the apprenticeship amon~ the several parties to the qn:e_menL 

B. Tbe purpotc of the apprenticeship i5 to provide youQ.I' men who have the proper qualifications 
an opportunity to learn a skilled trade aod to receive instruction in the. subjecu related to that 
trade. 

C. To quality for the apprenticeship the applioant must: 

1. a.. at least 18 yean of age, bat not over 21, u c:ept In apeeial ....... 

2. S.. a rraduata of the H~h School Industrial CoarM ia the tr&M or an to be lean>ed, or 
the eqaivaleot of this as deciMd by the School DUtrict. 

3. S.. recommended by the Sebool DUtrict and o<:c:epted by the Emplo~r. 

D. Tbe Len6th of Appreutic:eahip will be: 

I. lolo<:hinill ...... ------2 1"""·----------4160 boon 
2. 

3. 

Toolmaker ·----- ••••• 3 yean·----·--- ..• 6240 boon 
Pattemmaker ___ _____ 3 years .-- ------- --6240 boon 

4. Draltsman ........... 3 Yearl------------6240 houn 
s. 

Rate ct Pay 

First year(2080 bro.) . ... . . . . 

Second year(2080 bn.) •••• •• 

Third year(2080 bn.) - -·-·-· 

• , 1 will emptor t.be apprentice u a NOTe: At the cl- of !.be appreoticeobJp the easp oyer • • d'tioaa at 
• I 'JI tlon proVldiQI' employment coo a JOUrneyman &t the joutDeyma.n rate for tbe c au• c:a • 
that time warrant such employmeat. 

Districl Malt £ Coo • • will be required to attead the Sebool • · baaed Study: Tbe apprab<e School Ddtrict for a minimum oUZ-of two 
School, or the equiftlent && accep<ecl by~ ~ of tbe apprenticeship. Tbe -­
clock boRn Mcb or 144 clod: booln d~ . • ,_,. ia M b;odl ...-...1 10 tile tnole U.S 
wiU •lect. with tbe 'Is oval of tile School w. coanM 
accordiJoa 10 bis iadiYidaal ..-.. 

420 
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(Artllkot• of APfW"'IJt:WIH,: Atlbt e:loet (JI tile appnodo~Af,,l.bt ' P!lftotict: 
a(l appropriatecerti.6eate whJch wlll•t-.te that belt • Joe,.,-mao mechaolo In""- art ._ .._" 
Tbe certilkilt• wm beitr tbe II,.MIU,.. ol an oftiNI oltbt tmpJoru- aDd ot tiM~=--""-t 

LMJ ti••: 'Ti .. -. lb,.. ua..... ~ ~or dhciptl-.y .,.,_.. eec .• la 
Ollll of tiMIIOUJ ,..,.,. &Wf¥ ......... llme_be ..... , ..... for "'*· Ia. ~ ~. '• 
c&oe.•Gtawrnticllil........,._porarity· slo,.,. ._ aoc di......._u,.~­
at cece evoU fa lite Sdlool O.autct tdlool proJfti:Q wlllkh 1111111e.t IIUrlJ ~~ will~ hill -
empioytant, • ad lhue coatlDIM 111• WOir'k wiiUe uMm.yed, U MtiafaceOI')' trotl ia ::.-­
Kbool, aod tbe typed work llapprov.cl by U1a (or.man, tbe a~otkt will rot'C'I,. Cft4ll '­
appnmtlcublp lot auch atte!Mknet, boar for b011r. No paJ w£11 0. ti• .. for •~~tb tebool ...:!: 

Probotlo114'7 Pmod: Ttlil,. will b. a ~'ooaty Ptriod o€ 6 ...,.. « 1010 ~ 
wb:idl the .. ...,.... ..,,. dd.-fM tiM. "PPA'1"l!Oe at &OJ time if 11. tWab W. ·~ b a:_::_ 
Utlloe~kll: t.ftw:.clal\ar lllk '' t tioe· ry ,.W.It willbe-......SU. .. ._ ..._._.. 
-~ ~-~ . .... lbe -~wm .. ctilall. tH ·~Uli1u..._. Oittritt -..... CltDdltrtell a Pro,M' ta1'MUI'atioo, ba.t tlM &P9ftOtice ma, be l llfP«adtd b)' m. ~ 
peodiQI' ndii•'NiliplioD, In lbt tftl'lt tbat lbe app,.aHoo leelt that the Soa.l ct.citloa. o( tile St'-1 
Dbtrict and t"- BOII)Ioyer it uaJ••t, be m.&J&ppealto the 'PtcftnsJ1n.rtla C0111•ttteo o. A,.. Traillinl" lor ao addidooal n'vlew ot the cue. 

Coopwo/lte,. A~ I• all C'&loOI I•YOIYi~~:r ~'oae-~. tlle 1ca.ot Dilcrid ...... lkn:.oo4 to tqlftlnd the "-Wk. , _ ,..._ puJIOM .......... Dnufct ..ua ......... ~ .. 
~ wtu. die ,.btic: s.,a., ..... tln"ric:e ... --. .... -=W ........ 
Ad~ C:O..,.lllft: Tbe Di~ o1 Voe~dOMI Edacstloo ol Ute &.bool Dittrlcc .... 

aapkl,-mt•l fMIII.Ifl' or cotrtipoadiq ofti(ft" ol lht t.mplo)oer wiU corutlhl~ u ady:IIOrf coco•• Tb~ two .,.., add additoul m• miMit'l if lhe coatributro.& ol additioul nMtnben is......,""' ·-· eo ... .,.,.,.."'"l PrograM of Apprft'1111i« .. Jelp: ID tlM nealthae.a~ ........ -
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This is to certify tha...._ _____ ___ ____ has successfuUy 

completed an apprenticeship of _ __ hours in the trade o.__ _____ _ 
___ __________ with the ___ _m 

(Em/J/Dyer) 
accordance with the apprentice agreement entered into on __ -7-::-:-:---­

<Dat•l 
Executed this. ____ day of ________ l93 • 

)\rcorllot~ 
Houn 
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IF I WERE TWENTY- ONE 

IF 1 Mre twenty-one I would be a mechan­
ic. 1 would try to get work in a machine 

shop. If that failed I would try for a job in a 
filling station, or as an apprentice to an elec. 
trician or a plumber, or as a clerk behind a 
counter, or as an errand boy. I would try to 
get some work to do with my hands. 

Nowadays In America most youngsters 
want a college education. That is aU right. 1 
would probably want one, too. But I wouldn't 
if knew what f know now, let the college ed­
ucation interfere with my practical education 
as a mechanic. For that I have some good -Last summer I talked a good deal with 
10111e )'oung college seniors. They all seemed 
-ned about how they would get th<ir start 
in life. " What shall we do?" they asl<ed. 
•What shall we head for?" I suggested that 
they go out and try to get a job working with 
their hands: Riling station, factory, store, rna-
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chine shop. They were puzzled. Tiley thouglu 
I was joking. Why, they were coiJeg~ men. 
Manual labor would involve (in some wa 1 
don't understand) a loss of standing, of pr~e. 
Futhermore, t hese youngsters have never had 
any training in practical, mechanical skills. 
They wouldn't know how to start. Now, these 
were good, average, decent, intelligent young 
Americans. The fact that they feared to go to 
work with their hands indicates there is some· 
thing wrong with our system of training. 

Of hundreds of thousands of young men 
graduated from college every year, the larger 
proportion seem to have one ambition: to sit at 
a desk with a telephone on it. If the desk has 
a buzzer, with a secretary to answer the buz. 
zer, why, that's tops. It seems to me there's 
someting wrong with that ideal. 

There is nothing "humble" about the pos­
ition of a mechanic. Even with our unemplo)'· 
ment. the top.rank skilled mechanic is still 
the most sought·after and independent man 
you can find. The place of America today, tht 
American standard of living, depends more on 
mechanics than any other one class or factor. 
Pa,gt two 

The genius of America is production; and a 
large percentage of our productive enterprises 
are headed by men who have come up from 
tht worker's bench. Wby is it, then. that 10 
many of our youngsters today want to start 
their careers sitting at a desk, with no more 
manual and practical skill than is necessary to 
aperate a telephone. 

They aren't weak; on an average they are 
stronger and healthier than we were. They 
aren't lazy; they will run themselves to exhaust· 
ion on the athletic field They aren't soft; they 
will risk thei r necks bucking a football scrim· 
mage line. Why, then, their dread of manual 
labor? 

The pioneers were men of little education. 
So were the immigrants. Consequently there 
grew up in America a great reverence for book 
learning. The man who made his living sitting 
at a desk, wearing a white collar, was looked 
up to and envied His life was easy. clean "gen· 
teel." He seemed of a higher social class. From 
this came many good things. It provided the 
urge for universal education in America. It 
gave every American mother the ambition that 

Poi•l~m 

• 
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her child should have "the highest PDSSible ed. 
ucation. "It built in America the greatest num 
ber of colleges and universities in any COUntry 
of the world. But maybe we have gone a little 
too far in our reverence for bonk learning; 
maybe in our concentration on that we have 
forgotten other things which are just as im 
portant. That is, the knowledge of how to work 
with our hands, how to create with practical 
skill. I am not ~liltling education. What I am 
trying to say is that a person educated entirely 
through books is only half educated. There is 
a k ind of practical knowledge and good sense 
which can flow into the brain only th.rough the 
use of the hands. 

What to do about it? Well I think all cur 
schools should put more emphasis on training 
in manual skills, give more opportunity for the 
youngsters to test the theories they team in 
actual practice, let them compete with one an­
other in building useful things. You can tell a 
boy what a pump is; but if he gets a pipe, and, 
by means of a cork on a string, draws water up 
through that pipe, he understands what a pump 

is. The Boy Scouts are doing some useful work 
in teaching manual skills. There should be more 
of that The good mechanic must be a thinker. 
Often he might be a slower thinker than the 
fellow who is a wizard at passing college ex­
aminations, but best of all is the man who com· 
bines the learning of bonks with the learning 
which comes of doing things with the hands. 
He is the one who can, as Charles F. Ketter. 
ing, head of our research laboratories, says, 
"transfer the science of fomlUla into the science 
of things." The young man who has that com. 
bination need not worry about getting along 
in the world today, or at any time. 

Those who learn about industry from read· 
ing seem to think that mass production and the 
assembly line have done away with the need 
for skill. 

Actually, everything that is made by ma· 
chinery still has to be made first by hand. And 
that applies also to all the beautifully precise 
and powerful tools which make the machinery 
ittelf. The process of production in America 
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today requires more highly skilled mechanics 
than ever before. 

In the doldrums of the last ten yearsmw:b 
of the nation's productive equipment has be­
come old or ob5olescent. During that time a lot 
of our best mechanics have been getting older, 
too. We still have the greatest corps of good 
mechanics in the world, but the time is can­
ing when a lot of good youngsters will be 
needed. 

The time is coming, also, when there will 
have to be an immense program of renovat­
ing and modernizing and rebuilding of Amer­
ica's productive machinery. When they get 
under way you will see a great demand for 
skilled mechanics, a demand gr~ter than tbe 
present supply. That demand _will be . greatest 
of all,! should say, in the machme-tool mdustry. 

With that will also come a demand for skil­
led foremen, for engineers who u~ 
shop work as well as form~las, for produeboD 
men who can handle workingmen. . 

The man who has been a mechanic bas an 
advantage in the art of handling men. He ~ 
worked with such men himself; he knows their 
P•g•lix 

their capacities and their limita tions. He has 
been bossed, himself. He knows what makes a 
good boss and a bad boss. Nowadays, they have 
a new name for it. They call it "industrial re­
lationship." When I first started we called it 
handling men, and, believe me, I was handled . 
1 was handled by bosses in the shipyards, in the 
railroad shops. in the bicycle factory. 

Probably because I am a mechanic, and 
proud of it, I have put a good deal of stress on 
mechanical training. Of course, I don't ~ 
that everybody should go into mechanical work. 
We need good men in every business and p~ 
Cession. 

What I am hitting at is the false tradition 
of genti lity which prevents many a gifted 
youngster from following his natural bent. I 
want to tear down the idea that one honest job 
is more honorable than another. Honorable 
work is any work that you do well. 

It may be objected that there aren't the 
opportunities now that there were in the old 
days. Well we have had bad times. and it 
would be ~nfair to deny that a lot of willing 

Alp "'"" 
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youngsters have had discouraging experiences. 
But there is nothinl{ wrong with this ccwr 

try which American brains, energy, and IIClOd 
will cannot cure. As we readjust and get back 
into balance there are going to be greater op. 
portunities than ever before. The boy who as­
sumes otherwise, who is not ready for his op. 
portunities as they come, is going to miss the 
boat. From my knowledge of American indus­
t ry, it is my conviction that the development in 
this country is going to be greater in the next 
fifty years than it was in the last fifty yeall. 

I( 1 were twenty-one, well-! would much 
rather be it than talk about it, but I would not, 
I believe, hesitate for a moment to try it ovu 
again on the same pattern. 

Po&• t ighl 
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Oo You Want to Le•m • Tr.d•? 

O NE or the ftnnt fucure outlets for &m· 

bltiout JOUIIC IM'ft lic:lln the hv~aof 
good )obi in our lfdl i.Ddustrial woricL 
Tbe fOUriC man wt.ois a thorouata mucu­
of • cood ondr.lt and will be.frtt 1n1m 
the llpt!CtJe of contitlued a.~yment. 
for the )'OUrll man who ..OJ begin hialife 
planni1111 eatly, and who will study an4 
work u he "''ould ha\·e to study and work 
for aUCCfllln A prl)fe.ion, the opponunl· 
tiel for advancement In indu5try are at 
ltut equivalc:nt totheoppo.l'tunitiC"a in the 
profeuiont 

._.ow to L•ttft • Tr.d•? 
It • ao loacer ..-able for a young 

C11U to KCWC aU ot hil; tf'aldlt traiftir'lg in 

rod•'*"J'. beauee iaddlfy ·~ f« 
produniOD and ..,. for f!d:uaticm.. A ~ 
~ ol the early ........... me:.• tra.n,. 
iJ18 bat been takt:n o..-u- by tM pubUc: 

~ehool l)"'tem of vocational edueatlon, 
whh a year or more In lndullty fOf the 
completion of the apprentlcethlp, Thole 
yo~ma men who purwe a IQOd YOCadonal 
coune in Uigb School an much more 
IDttty to W aocepud ln. lndUIU')' 1r1 .... 

••nc:td apprntices aad wwbne:G. 
For thi$ reuoo. if you are handy wlth ha- I( )"'U JiU (0 build thlnp: if )'OU 

are intCft'Sted ill adeatik mattert: and if 
you like to stvdy mechanical and edmtl­
lk material, you abouk5 give etrlou1 CIOn· 

tldtratlon to the l)OM.ibilitin in In lndu• 
trill ClrM:I'. 

Wh•r• Ctn I G.~ lnformttioft on 
Trad•s? 

The SCHOOL DISTRICT of 1he Chy of 
WI:IUtm.spon maintains a PfOit&m of rui· 
d1ncetftd try-ouc in the: junior hiPtctlocMl. 
Thill •wk wiD give: yuu aome klta about 
JOUr intuut ud abUily ia ~ 
chi,... Your teiCbcn or abop wort and 
dnwiaa are aD skilled O"'ft:smt:D thftft• 
etJwa. a.ad tbtv wiD be &tad to d*'- ca· 

r f'H'I with you. Th• School Diluict allo f 
maintain. • aulclloc::eand ldjuttmt.ot«n· • 
ttr on lM eround lt.oor o( !he St:nior High ' 
Sc~ at Su.quehlln.na tnd Wnt Third • 
Strfttl. Hen you can obul.in expert ggi. 
daDte lftTict tad in.foml.adon about jobl 
aDd ~ in WilhaiDipGI1 at any timc­
durlQr lheuyatld.....,.. v .... _ 
are imitcd to come in tftd di.cull yow­
c:a.rt~tr With the IChool coordiflaton.. 

The w.ual otlkc houri It the occu~rian· 
~ ctnt« in the hltlh •hool building a.re: 
1.;)0 to 4.:00 P. M .• 1:00 to 10:00 P. M.. 

Must You Li¥• in Willitmsport? 
Under the ltws ol Pennsylvania, you 

are entitled to frl:e vocttional tducadon 
rega.rdltte of whtrc you live eo lone u you 
are ovu 14 1ear of • and have DO voc­
atiooal pn:~pam of the type fOU wish iD 
your loct.l te:boolt. l,.ny boys from OUt•\ 
lJirlg O::tCIUIU&:nitiel at~ the VOQtiofta}: 
~ in W"tt!itm ra 1 wnh thr Idea o1 
leam:iftJ I tnde. Tbe bMt bfDe ~Part is 0 

ia tM tutb pwde. 

i 
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t You -.y leC'Un" full trdormatioa a'bout 

: thie (I'M lnlmX'tioo at the OQC"UPadonal 

• 

• ~~ntn' at the his~ Khool, t11 you ruy 
• write to the Ot.rector of Vocat~na1 EduQ 

ation, Room 101, Willi t •n•port l:ioen\or 

High School. 

Whalal>out Corretpondenc• Courses? 
Con-HpO~ c:oune-. and other edu• 

catioN! Mr'Yic:n whim we widdr .t-Yer· 

tilotcl may « may oot be a aood t.Dft!H· 

ment for you.Wbeo you ate tntt't'tt.ted in 
a certain occupation. cheek carefully with 
your formtr ttachtr, or at th• h\sh ..::hool 
occu.patlon.aJ «nter, ror thepoulbllltles of 
plact.ment aft.er you htw 'rarned. Be ~ 

peciallyc:autlous about anycorrNI)Onllconot 

c:oune whk:b promiles JOU em,plo)'n'leftL 

n-. .... --..--1 The btttn- CJDC'l'UPO~ COiolt'MS ve 
. fi.w,and m1ny tmployffa will I'IVt: Krious 

• attention to the applieatlon of a youna man 

t who "" the ambition to complete a fun 
oourtt. but ~ courttl are chiefly in· 
tended for the ptnOn who a.lready bH a 

• 

' 

• 

\. 
f ' 

_.. or tr1lde aad wilhe. to adYAOOC. £.. 
otpt Vllldrlt'r an-.sa& ~anca. do not 

tab a c:oaoupcndencc COUf'k to lunl a 
tnde or busine. from the bqcinnina. 

Where are Mott Job Opt)Ottunities? 
A re«nt study of }obt In WlUiatn.q)On 

ahowa that about MrVenty pt"'' «:nt of ou-r 
f'tnployment is in indu.try. Onty about 
fl~ per- <ltftt of our people worlt a.t ;obi 

whkh ml-un .. an~ diPloma. but • 
high ldJool educatiOn It now abtolo cdy fit. 

Mtntial tor many ;oba.. Your dwlca tor 
•~o~eceu in life are improved if you have 
gained in higb Khooltome tkill o r know• 
ledge which an employet' cu use. The 
market for "eood reneral ed~Kation• ia 

diCK wry promlliftC. 
StwiJ your wilbd aod eapadt.its ("&rro 

fully. Study tho jobl 1n lk commurdty. 
UnleM )'0411 we nptdaiJy lUted. or a.o af • 
tOfd along period of ~uc:ation.do oot pr .. 
pare Cor job9 whkh •te not available In 

t hia are.'l 

, 

• 

• 
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Wha! Is Ret:raining? 

TJI.\T "'-'"'Ill hot lhr"uJo!h tn·hnulugt. 
• al t'l1u'.;'·' ur lhr .. ua:h <1-~her ("AU~ 

• clun ftnd uuf .. tj1t• u( h e .. t''>•tnn.l, tiod."' 
I U1"tlf ... •flllllUuU .. J) •mt~o(t.·ml)lu\ mt·tu, 
I~ ,IM Ill ll)ftR. l it' j, lt.llfrt•tiQJ,: (H•IO R d t ... 

e ,,..., ~ hkh I( undw,:k,'41 \l 111 clt..,Uu~· bi!­
... "·t,,J ftrttl '-"'C'Ulumtc \ ·n luc to dt.• !li JI~HIOII 
JU'I II" ~u;d\ n.; A m ali.;tliUH ft lllHQill i\:ottl 
ell..._,,,, •• \d ll ih',.ll +o\' hi11. hoi()) ·. It io: q uHc 
n•thlu t11!1ll lh, Ullll,•th·m.: t'!H,.,,.,. ,.flu!­
'''"''"•Htt.· rth· imt ..,•rf,<t t l ~ unel ~:r"t• •• oc l, 
hut ot I• ttltowt·tht.•e pnohfthlt• Umt orgtut • 
l~t~l t'11Ut'olllun C:Ril tlu nllldt too :o<IWd li):'ht 
1.11• 11tlh "'- 1 nu.;, . .,, ""'' '" r~o•inl cite wu' 
I••V..I•tllln lrlt·• t n,· ('U•l', 

A . .\1 \\'2.\\'t:lt 

~c Schools · Welle~, Pennsyfvonio · 1937 

I 

• 
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I • 

' 
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< . 
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WHAT 1~ RETRAINING? 

Ten M1nut .. Of Your Time 

1'h.l' lttlt· hoold~tl tens In timple question and an,wcr 
,_,.. tb' 1 fhe work of retrainin~ uoempll)) eel adult• 
..., J9UI'• fur t'('()DOmic kalrily tbru an iDnPftUive 
~~- ut modcra fllucatioft. P~rbap!l your ton, or 
..., ... p~ww, ba_,. left «bool and 1s b.a,·lag a hard Ume 
frt1.q. a (\011>41kold on that •d·imponant job, <.or rour 
brolht-r or ,uar "1<o1er ti.nds it hard toea.rn a ~nt Uv· 
•c aft~f lhC' clll"J•rc:.,.ion, If .50, a fn• mlntltf'l .-prnt in 
dlialtlflt: ab.otn an organi-&ed oommunit)' •ntactc on Job 
ad]ullmelll mar he wdl spent. 

Tlle 1~nk'*lar phiiOII()J)by expre~~d hundn ht ba""Cd 
on 11(1\' \ltl )'t•al!t ;,( hAIUI·to-band hll ttlCl with tndlvldual 
dllploym~·n t problem• in an indut~trial C:Onltnunhy of 
~;,(OJ, In thll'"41 M"V\'D yu~. thqusaodt of un"mploted 
ptt.fODI tun'" beeo retrlllne!d or n-h.ab1lhated for em­
,au,nw:ac aad placed ~n private ptyrollf.. Th-o ~ 
JlUI t-"" K'*luaU)• chAnging to a youth and )·oun.r 
.S.II..tJU.~Cka~ wn•k.o. T~ oid.~r men a.ad womorn, 
...... ap che bulkol !be d:it-ntsdunng lh~ de!'.,...... 
•· fftfta co'"" ft"~ablr ••t":ll adju~c~. or at AD)' rate 
~aut t'&" ly attracted tu the ruraanioK xhool. Abc>ut 
~a buDd1td \OI.Ith• and adult.t: are 1•laced on pl'h•ate 
Fill rolh Lh1v crw r~~:training sehool eac:h )'CAl', 

l'bc \\' lllutn"'llOfl alh·~lopment hq bt"'en ft. \\'01 king 
job, \1.'\lb "'orl. lnS( J~npte, using the matcrlalt~ At hand, 
Utd t-MJIIIQ)"In)t for thl! lllO!H part, .!lim pte human rclnt· 
~hl1111.. Tltc hoeldog of the program hn"' be•n An U• 
tt-Dent "lad',,( OC\'1tpatiooa11y competent, aympath~tle:, 
aad IJ.dtN.tandln.c tucbcrs drawu (rom the loduttria1 
&tid "'-k*' hi• ot the eity. 

Ceo~ H. l)ar-ka 
Oi~r Retraialna St:hooJ 
Will~pm, Peno11ylvanta 

• 

Regraded Uclassified



ANSWERING YOUR QUESTIONS 

Q. Jl'/wl is " rrtroiuiug srlroolf 
A . i\ cnorl\;l'ali \'c \.'Q1T11HUOi ty cnlctllrl~ hy IU\:an-; 

of which " community mny Dl)lll)' the prilll.:itllc~ n£ 
1nodcrn cd\1\.1\tionnl cn,:."inccrin~ to it,.U0('1llJth•)1lll:nt 
l')roblclll'\, h l.'OO'i~Lo; o£ findin;,: the ;ndi\'idual cause 
for un\.·mpluymcnt. t\."lllO\'in~ the f.:nu"-· br tl'k_. appli· 
cntion of ftairly wdl unc.k.-f"'tuutl b.~hnictu-.. ..... fintlin:: a 
jc:~b fur dw c;hcnt, and as .. i .. tin.st him to hHkl th3.t job 
until the adju,tnll:nt is l"'Olll)lch."tl. 

Q. fl'lr1rt 4i'!J""j~tions .(/umld assul .1 

A . Sim .. ~ cchu .. ·:llion play~ the HHt'l 11l11l0111\nt pan in 
the l'l4.:hct1\\!, th..: lcx.·~\1 Hoard of 1 ~'\hu . .-M iun .;,hou1(\ be 
,·cry acli\'c . Lnbor s:!'mups shnu lcl he f'l.'lm:~nt~.:d a..­
wc11 l\"l c111Jl1oycr or~ni:r.ations. ' l'h1.· l'uhtic Emvluy· 
men\ !-M,.•r\'i\.'C i" nl :-.o a '-'-'Y orJ,:"nnitutinn, n~ 1\f\.' 'iUI."b 
or~nni.-:atiml" ~' the Work' Prt~l'\''' 1-\tlmini,..tratit~n 
and the :""tiunal \"t1uth .\thnini .. trntiun. Snci3l:t.::,.'\"n• 
d\t' of all kind' ha\"'l: an \."C.ltait~· in thi' JlO)I:.."fllm. 

(}. 11'•11 rttrouuug sohv ull HHrmrloymcttl troHtw.s 
t\ . Xo. I·:XJM:ricm.'\.' indi4.."":ll'-""thatnnyyuun~pt'f"'D 

pnrtu.:ipatin.J.:' in the pros.•T;n1l Corn n:a-.<m:tblt.• tnnc ~ 
about nn ~20 chance of ~··oulh•mvtornwnt. IC.the rh· 
cnt will nut cO(lJ)Crntc. and follnw thl' !'ott.).!~t:'~'onli. of 
the ~\:tiT CaithfuBy, nothing- C{'" bl.: tlcmc r~•r htm. 

(J /)Ns rrtmiu;ug iutafru 'i\·illt 1111' f lllf'IO)'Ilttld "! 
rfrm;tr {tJT rwf'IO)'IIIf"l of ntfll'l f ,'{}r/..•t•rs/ no(S 11 

fnru til t nldu cmplosa out! but 

\ It C
loc" not S4.."CTn tn work out tl\n.t way, 

1 • • I t3.inst 
abO\'C all. the .;;tail sctlt uv :!'otmnJ,:" ....af"1."\13n ... a:: ''" 

·I nn ouh.:ornc. This i' <uh.· u( th\.' f\."3.;;on~ .- :. ... m : t • . • 11 J ·xpcf'k-"Dl'l'U 
th\.' .. tafT mu-.t be ntadc Ull pnrk"IIX\ y c ~.: • • plo\"· 

b · r•.,.,... whH kncm .:m • indu ... tri!ll :.nd u~m ..... ~ wu " 
1\1\:lll c.:onditions 6n.1. hand. 

YOUR QUESTIONS 

Q. 11 luu r/u;'l tin• l't•troiuiug sthool t'f'l'rt~l l' 
,<\. r .. unlly in the C\'l::ning nnd l:nc Mtl'fiiUIIIl ... n 

~.:1k• l1tl'o umy <:ontinuc with such l'lnl,l••~m,•ut r .... 
111,1\· haw. Saturd:.ys , dull JiOca.;cm.,, "~:rnwnlrd 

.hi{b .. all ~·u1114.' m for their share. 'fh~· htlk.' i .. ;\r· 

.,~-'\.•til·' ,nit lh~· Wc)rli:cr. 'fhl: M"huul i .. naM.:n the 
~ :a"~untl. 

Q. /' ,J rtlrtUHIIIg f1J.f.
1 

.\. \"t:'· .\ ...... mn'-' that it (."'SLo; SHIO.CIO tu :ulju .. t an 
O..'ll'll'1' ')'-"tllnburcr to a :.~:mi· ... kill\."tl jnb. .\t lS. a" 

1 bbor'l'f, ht.• muy Junk for\\'afd \0 .10 YiStf'!Oi u( IUCJT\" u r 
h;.1phat unl l'~l .,.ual employment at Nl~· !'>U.OO t' 

I( hl' l'llll he qunlifk-d Cor a ~cmi l'lkill~,."il jnh, 
.. kilk't' j1•h. hi s carninl!'S 1.-.:m b.: duuUiccl. :uttl he 
ll''umcd w ha\'\.' :tn earn in,: ~-.,n-crHf ·UI rcar-o. 

IlL' im:l'c~'"''d \.'1-'(momic worth to his conununity i ... 
~t$..\O,OUU.OO. Jn one series of l':L<4."" <~.tuclil.·d from 

. ,loi,,.;.,..,, •• ,nt. th-.· 1'\!tum on trninint:" l't"'t \\'n' JO /4111 
.f lilt' .f}N//t 

Q. /11 t(OIC"nlf ~,·ftUI ftYrt'llfOgt oj lfrr ftri(UIS NllfUt~ 
·lvyrd (,;11 ' " rmw'drrrd good sr~bjrrts for r tmrutillg.' 

.\. Rc"l'nrch in unc c:ommunily !ohows thl\t About 8S 
uf the lll:fSOI\S um.:mploy'-od in 1932 rx~s..<~.e~I!Cd 

inherent cnpncit)' to be tmincd fo r cmploynlcnt 
the ~·on\1llt11l labnr lc\·cl. 

IJ, U'lwl drt //Jc• usutrl rrtrai11iug sttpsl 
.\, (I) lndh·idunl dins:nosis. to d~"'O\'\:r :anr bnrricrs 

to cmpk>ymcnt. 
(lJ Tminins,r Qr n:trainiiU!. to renlO\"f: th<-""C MrT· 
.......... 
t,.H l'la\..'\:111\'ll t . findin~ a job. 
f-4) l~oll•,.\\• up, to insure SUl"\.'C!'>S on the job. 

3 
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ANSWERING YOUR QUESTIONS 

Q. Po,. t•·hut slrutl tf.V '~l,.ain! 

oprn.' 

A. There mu-tt be a close and ron~t:mtl'Ont.Ac\ br­
twcen the ~tniT und the industries, l'..,l:leeillll)• witb 
worker.., of nll J(n.\dl•s. Sun·cys nntl stntisti~l infor. 
mnticm will hdp, hut the most reliable inform:uion 
S(:CHlS \C.) result ftmtl the det.nilcd knowled~· of 1)1}'• 

roll job._ nt.•qui red by the s taff tbru <.-on tact with specifi.,· 
in<lu"'trinl ~ituntions. T o understand this (uUr, it ma'-1 
"'-: notet\ tluu n staff member is expe<:t...-d to know i1 

dctnil 1\11 payroll job~ and tn~t or the foremen in hh 
'IX"Cinl held of tmininJ!. It is oot uncommon to ha\'\' 
1n the rcttninin;: !!IC:hool an um:1nployt.-d tn:ll)~llt 

(or a "'IX"(;iala)3~·rol1 job which ill>cxf)l.''l1.t•dto"bn-at 

~\"Cml tnunthot in the h1ture. 

Q. If' hill p.-rrrulag< of r<oplc ost-i~rg f•r "'"'" 
uml l'llt~·rm!J tlw fttO!JrD"' tan OC t'.Xfalrd ID ,.p 

~\ . The)' {\ll auofit to somcde}.'\.'C. Abom-40p:rttnt 
mny b..; eX.ll\!t.:tcd to find jobs thn1the p~mm. ~.1n\ 
of courN: will n•n rcmuin after the fln;t r ... w d3.rs. 

Q. lf ' /wt •"t $Omc of lllc iudit•idml/ mumu /., 

llllc'lllf'IO)'tllc'lll ." 

A. ( 1 l 
C21 
(3) 
(~) 

(5) 
..,hO<ol. 

l_M'\ck of proper lminin~ or t•:<Jll:ricncc. 
l'n-.tlti,fnctory n..-..c.."Ords on JlfC\'ious ~· 
Ph)· ... il.':ll d isability. 
floor nttitud4." tow:t.rd work. 

'dance to 
1 nack·<aua.u· or in<.'Onlpctent ~' 

HOW IT WORKS IN WILLIAMSPORTt 

(!. 1 , •. ,, ;,lurr dtXs llrr staff touu! 

,\ :-..•nll:tinu .. ~ a few come from the 1'\.·~lar '4:huul 
.. t.,tT. t· .. u;lll)' aJart-time industrial Corcm\!n nnd t.~thcr-. 
en :h.tu.tl 1.:0ntrlcl with indu!itry do JrOOd wurl: ·rhl· 
~"'' 11 ra~.:ti4..<c is to cmp1Qy full-t ime in .. trm:tur!'> (c;r 

thi .. w{•rk, Such instrudon> nsunlly teach frum6 1'. ~1. 
tu lfl P. ~l. nml SJ>ettd their a fternoon" in l.'tmtn~,;t w1th 

induo:ll'l and in imli\'idtml ccmfcrcm.:cs with "'tml..:nhl· 

(). fJaa tile rt'lraiuiug srllool rromotr "ffrtlltir. ·· 

1hl'r' 
.\. \ \-... \\'hctc,·cr pus .. ~iblc apprentk'l' rcliHiHn" ur~: 

~-~tabli"'h"'tl \\;th employers. There i40 at Jlf\.'··~..nt r1 

l•NOCJUilol."l"tl intcrc!'>t in npprcnticcship. 

(}. II lwt rs thr ll'<"t'ragr rntrring t,ogr ~·/ frTIOIIf 

~,J I)' lilt sthDOI.' 
,\ $lb.!! J>cf \\'t,."Ck-

'J. JJ.,a /Itt srhool rt'ait't' DH.T ussist11nrr ,. tllr 

f'«• INt HI ;.,'lfJfJ..'/ 

.\ \\.•... T he Jlublic Employm~:nt Offic..-..: 4.'t.JOt1Cmtc' 

lk.tl\'\:1). Whcl\.'\'cr poss-ible plattmcnt:o.nl\.•m::utc thru 

thi' ~n·iw. 

(}, u.~tt· mudt dot·s it rost to rl'lraiu 1111 tw,•mtl• •• \'l'fl 
llhlll 1 

A. l·:nrlr clcprcssion t,:$tinHlll'S a\'t.:TI\J{c about $.!~ . 
r11.:r ,,._.,.,,m lo \\'illi:unsport. 'l'hc <.'utot is lower n•>w, 
•lu4: tu the influcnl.'\: of Acts 416 and 3 15 (I( the 19JS 

+ ~uti ; Til~ 'o\'ntt'r Wtould pn:ofer 10 usc tiOlUt' C•tller .:xan1p14', 
kit , .. unrununateh• nut suffic;ienth• (amlhar wtth olbt-t 
tot•·.:••tn" ,,, do so. A oonc•·t'lc: ex~tmpl~ Mt'mfl hl bt• nn-e-'• 
\l.tt 1"• a romt,leh~ ptctur~ o( the rrtratntPio: idt<a, bul th<> 
rra. • • "C!auhoned a.gainst ~uD'ltng th.at tMc lt~utkula• 
Jlh ,.·blcan ~ ropied d.r;e\lo·bf:n: • 
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HOW IT WORKS IN WILLIAMSPORT 

1-A')ti"'\;\\UI\.' Whi4.:h l'U'CWidt.'d additHma\ n 1~)· forthh 
puf1M~ Sm'-'' thl· '-'Cr.t t..·-.timatt..~ :tl\.• '-""'' plK3tl.-d t,. 
th\.· (at.:tnr uf cxi .. tin,: tlay "i4.."hool fadhtw ... Cla\.1. f\'· 

trainin~: .. ~ht .. nr...· nut twailablc. T h .. · .. t.&lf cc..tim:n~-.. 
t hat the totnl ~._.u .. t •lf rctrainin1! :mU pl~u.·in).! noun· 
~.·mplo~·'"·tl p~r .. un indtulin)! thl' full opt'l'ittin~rt l.'(lio.!\11{ 
tlh: tlay lll'tt;.:roun dt>l'"' nut exceed SHitiJIU, 

fJ. lim~· l,f l it •· Jfi'limu,(f tJrl fraarmu Sfdll.trtrHI 1 

t\ . T h..: ).:\.' llt..•rnl ~,-.. .n.:..,r~hip i..; byth1.· l·:mv1••>·111,.m 
(.'om min.._ ...... r th\.· lt~t·nl Ch(unbcr r•f C••IHUict\~. nuw 
kr'l t t\\ll ""' thl· \\'Bli:un .. purt c~ml11H111il ~' T rade j\ (o<lf)l.iJ 

tiun . ' l'hv Schttul r>i ... tr ict OJ~ratt..·s th\.· pruJ:rnm "'-"1 
p.art ol 1h ... ·du\.-ntinn.t1 ""-'fYk"C, hut many nt~r ~'\"!' 
\.'iC' '-'oett"'-'fUh.• 

l' .I r,· lh• ,.,. j1•l•s fur tht ta.suus '•'lrflriMI 11 

II llfltriiHf''"' 
.\ \\.· .... ( ti ,:·uur-.c" the ..chcx)l bit ... in nl3ny \1"' ... 

hut h.''' I"''"''"' \\'hu h:wc fi.'()ntinu\.'1.1 \\itb tlw..._.)ll,. 
a ... h1n~ a ... n.,,-.,mnll.:'ntk·d h~· the ... utr han.· (aik.-d to bJ 
cmplu} U\t..·nt ... \t llfl ... ·...cnt C.."'.;rtain l}'l>c<. nf ~an- a). 

way-.. a\'nibhk: thl.! problem lx'-·omc-:. one of finc.bn .. 
cant1itla h.·CO Cur the juhs. 

(}. lrhat dm'.f the rl'trt~iui,g stlwol of!rr tl1t 11 .. 

,·mt h•,\'1'11 .wmtl1 / • 
A . With ).!'ruwin;.:- "'~"urallL'C , thc :'t:dT proii\1SC'nn~ 

\'outh who w ill pcrlii't in the pro~,.,un outlined by 1hl' 

:chuul, a ... Ht i,(nctor r job. 
(J, tf'ltcll ,,. sulllt' of /Itt• rmsoltw l pro/114'tllS of I~· 

rdrmllimt Mll,mlJ fl "lwl is um~· Jltrdtdf 
, \ . \ ' 111,.,,11, ,,f attral·ting to the. "·rvil~ you~:.: .'~·' 

I I th •f\'U .. 'C 11'k.• ~:1\JIT'IW' 
pll" \\' lH 1114,..\ 1\l"\.'1 l' M: • . h '--. t ( t:rfC:L\ a_, .. ·..t 
\'uuth ,\ thuini .. t rouon a ... """" • ,.. 

.. ml-'C m thi ... 

6 

Th-e f .... IIN~ of hl f'oiiiCIPfW'4 
~"CWO' 1t cond~Kted on COOf4''11•0f'l 
...;;th the Reh•btlflel•on 8.11Hu 

,\(ll,:cpmtc mcd it:nl cxnminntion --cr\'icl'!io nntl pr-.· 
\'iotiun"- (nr currcctinl<! phy~ical -.;untlit iunt- inhihitin~-: 
~·mplt •~·ml'nt. 

' l'h\.· ' \.'TYk'\:'s n( I)S.)"t:huh,,..d~ t, , und ~·XIk.'l'h Ill 

nk.•ntal hn,dcnc. 
.\ mntc ach.·tiU:tl~o.• l•hr~k-a.l plnnt . 
.\n ;uk'1tlla\C 'llJlplS u£ IK.'\'111l;lliun.tl1\' pr••tki\.'lll 

t~.•~·hd ... whn ~o.·an he cmplo)"l.'tl UIUl,•r c~d .. tiO\.. ~o.vnt 
tM..';\ttt•n t\.'l-.'''lll:uiun. ... 

7 

' 
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HOW IT WORKS IN WILUAMSPORT 

Q. ff'l•ot ugrntlts orr fino,rially intrr,Jitdl 
A. 1'hc lA-Il.'\Mm~:nt oC Public l t1Slrut.1i•·n. 

The U. S. Office of f'A.lncation. 
1~hc W•>rk' Pros..'T\:';fl Administr:nitm. 
'l'h\! Nationnl Youth AdministTation. 
'l'hc Pcnnot)'lVCLnia Ot.:partrm.-nl or l.nboran(l la· 

,ht~try < R.chnhlliuninn). 
'l'hc William"lwn·t School District . which :l(."U 

ns '-.'t>Otdinntins.c n~cncy. 

fJ. 004'1 tlrt program lun"4' prtblic Sllftf'Ort! 
A. \\.'"', w n mo~t gratif)·ing d"~'···c. During t~ 

dark dap• (or public '""(hu. .. ·ntion. when aU t.•dacuioaal 
M:rvit.'\."' \\t:rc more or t.....;s under 6rv. not oot ma 
u,:i .. m u( th\.' extra c:qlt'ncliturc for n·trainiftg,... 
n>k'\.•d. In t '>36 th~: -.U\tT n."U.·h'-."(1 tbl: (;nt Pubbshl&lf 
Company nwarcl for oubtanding public Sl--n~. dlr 
tt\Q"'o.l f..'U\'C\\.'(1 1'\•(."f,_--nition at the disJ»>Sal of tht rua· 

01U1\1\)". 

(}, J)m·s tltr ,, trabri11g srhool rruitv lh~ tHf''' 
tum of wdll.flry/ 

A. \' ..:~. A tutnl••f 320 diffcr..:nl clll))loy..:rs t'OCfllCr.&~t 
in \'nl'iou~ wh>'l'i. One v;lluablc ~.-ontribution byindu.,. 
try il'l uuttl.:l'inl find cqulpm~:nt £or instru<.1ion. 

Q. flaf'S tlrt r1·tr{Jifling school hovr tlu· to·Of'tutio• 

of tlrt 'h'Orlu·rsl . .• 
c\ \'.,.;, :\(fiO\' imtividuill" I."OOl rlbUlC tbf'U ad~I~"C' • . • • • • ood .... ,bo: 

and ""'"i .. tnnl-<c in mancrl'l not wdl undctst "1 

.. tnfT. ., ' 
(} ll'lrdl rs llu si:l' of thr tornm•"' '! 
t\. It '" an induro;:trial 3.nd n··si<Jcotial city o(abrll 

• •- · of oboul 60.0:• 
<4.5,000, wtth a t\f'-'3\\"JO.J:' pOPUwhOO 

8 
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HOW IT WORKS IN WILUAMSPORT 

(} /(1 >t' ,NJH)' fl'D/'f~ Oft Jtot,• ~nro//rd ltl t/tr rr• 

lfJIIHII•I Stluwl/ 
,\ .\hout 1200. O ther Adult Sehoul cnrollm\.'nt 

brin~ .. tl'k! totnl t:nrollmcntto nbout JOOO, but the ex· 

11
,:t mnub-:r t.'Ons idcN.-'<1 a.~ retraining :-tutlcnt" ;~ nut 

M'l~il.lblc . 
(} Jim\• mOll)' prrSOIIJ lurt~· ,,.,., rtlrtwu·d (11/1/ 

r'•l(tll Jll/(4' thr progruur began iu 1930! 
j\ , F1,r c4..•unomy reasons, no r·.:.lillblc o:tati .. tlc~ :u·c 

~,·:uh.\hlc fur the carlr years. f or the p:l"t thrw )\.'Om·, 

t~· ~t • .':lrly cwL•r;urc has been about 600. We tnmk 
Dt.·~uh· ,\OtKJ l~rsons found (•mploymcnt thna th.: 1'\.'· 

tr.umn~ vrc~"l'am~ thruout the dt.,,n.-s,iQn, 

(}. Wh41t rs (OIIntrd QS a tlottrHtNI ~ 
.\ ,\ny n\:'w cmp\oym ... -nt or impUnant ,,n,.m~tttm 

•·bkh ~.-an b.: tmt.'--d to the school, and whi~.:h ln .. 1 .. 
1hinr d:w,.. unless ttt the time of cmt>loynll'nt the 
pl;W.'\."Ilk'nt i~ l.:nown to be tL"'tllpornry. The ""-'~"'' 
t•ftf."n t•lnl"-'"' dicnls in h !ffiJ)C)mrr ur low JMlitiJX"'atiHn .. 
(orcnl,nart\).(clllcnt. but no pbwmcnl i.!\ t."'\IIltt.ocl whi.,:h 
,~~~, .... w•t pay n minimum wa.J.:"C or SIO.OO 1\ "''-'':k un· 
k"" •t ; .. 1\ true lco.rnin~ or tlt)J>n:ntk"C rd:ltiunlil1uv. 

(J. lf'lmt dtJrs lilt rrtraiuiii!J srltool (ost pt•r uml of 
uulrMtirm 1 

A. h CfiSI" .O.S70 per student hour tota l, m'ltl .0389, 
1"'-'t' "'tmlcnt hnur. loc<1l district co:-.t. 'fhc ~tntc and 
PLo;k•rul ~o:m•crnmcnts n'lakc up the rcmaindcr. 

(} lflurl is lhr m·uagt agt of mtttliH'fl uf ll1t ,., .• 

''""'"''' srlrool! 
.\ .\huut lS. Earlier in th\: tlcvn.·~icm thi .. W3:o. 

lbt>Ut , .. _ Thi .. indk"!ltcS that tht: n:tr.aininJ: a;rob\ctn 

'' b,,,"nin.s: a yout.h problem. 
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Re!Wn;ng for C. C. C. Men 

Q. ll'l•al u thr si:r of tllf stoff.' 
A. 1\ totnlo( 58 1"-<11'1~ l"'rticiiJ"IC in the W<ltt •• 

\Villinm,port nt prcM:nt. 

Q. Is skill trai•i"!J the o11ly problem! 
A. No. Many othcr:inclividunl faHure ~r.:hnmc.1eriSlk"i 

appcnr. i\uitudc trnining is o(tcn more imtlOrtant than 

the ru;quh•ition or skill. Sometimes the skill tt~inin~t 
is only the vuhidc on which the mtl!llll)loycd 1~n;On 
is cnrric<1 while nuitudc traininJ.r progresses. 

Q. J>ors thr rrtruir~wg .tchool ro..orrnJit tdlh Clihtr 

.soriol ,,d tlrarortrr lmildit~g agrt~citsf 
A. \*c..,, to a \'cry $.."fnt ifying estcnt. Atieast.l\

1 

"oU(;h :utcncic!' tbu~ (.'O()perotc. E\~cry pn..uuttt'IO 

} .. tnl:cn to :\\'oicl dul>licatillj.! the wort of otb:f 

:u .. rcncll'"'· 

10 

HOW IT WORKS IN WILLIAMSPORT 

(!. 11 "A~t~IMtottlll, IIIUJI o:vr 401 

A Tht: retraining scbool CD("Ountct' no 1•1n l 
• • • .. 1\:U .ar 

,f1tlil.·uh' m rctr.unl nJ,! nnd ad Justin~ l'l\lth Ill'"' 1 • It "• liTH· 
,-.hn~.: th..:v h.:wc the personal "drln: .. tu (oltu\\ th-.· 

'"~ratH uf the .. ~hool It is ~c..'Omin,J.t inu·t.·n .. in}.:l)' 

11101\Uit, lu,wc\·cr. to aurnct tl'u~ c lni:;: n( u1wmpluyc<l 

IM..'nplc into the school. 

LIST OF AG£NCI£S COOP£RATING 

WITH THE R£TRAINING SCHOOL 

e,:.,thulic Schc10l System Pnrochia1 &-ho..•l~ 
fCC kctrnininJ.! P~m 
lk.1l<tnmcnt of Labor and lndu.;;:tn· 
r ..... 1crnl Ci\·il St.:n·ic..~ Commission .. 

Lihmrr. James \ •. Brown 
L>"'"'nin,: County Crim'k"'l Chilclr\:n Soc.:ict)" 
l.)"-c•minJ,t Count)" Chi1dn:n'to Aid Sc'~eich' 
X.V.A. . 
Rch.dJilitation Hun:llu 
Sudnl Scn·icc Bureau 
SHttc Ci\'il Service Commission 
Stntc Empluymcnt l\~nch..'1\ 
\\'illirun.:pm'l Comn1u11ity T rntlc i\1\~c,·intiun 
\\'illiam-;purt ~1 inistcrial A~>ei!Hilln 

\\"illi.ln1..,J)f•rt School Dis:trkt 
\r P . .\. l~tlut.-ation 
V \I C . .\. and \'.\I'.C .• \. 
1,. .~rtnh.·nt of Public l .lStnu.:tion 
p, 111 .. ~·1\·ani:t State Colk.-J!'C (Tc:~thcr traininJ.d 

II 
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ON RECENT TRENDS HOW IT WORKS IN WILUAMSPORT 

A TYPICAL CASE OF RETRAINING Asof:-;0\·ernber I, 1937. a survey 114S cases of in· 
l j;,.;.:lual' enrolled in the e•-ening schools of tbe wn. 

Mr. jBmcs Kelley, SO rears old, promaturoly anr. School District re .. eals thAt t<'11 per cent of 
nnd bndl)f dcJ)n."fk~.wns referred to the rctra.ini~ttlt· Lhe ~tud~nt~ are unemployed, thirty per cent arc t'm· 
ool by the •-ounty chnirman of the major pBiitioal par· l*>r•d nt jobs which will not maintain a reMOnnble 
ty, not n..~t R matter of patronage, but out of hi111 inb..'rt.,t or living. and sixty per cent arc cm1,torc.-d 
in the humnn problem involved. not ~tol-cking- employment. 

'fhu pr\!timinnry intCr\1iew revealed sc,·crnl ilium- 1\his indicntus lhnt nt present the ocett);mtionnl ob· 
inntin)( (nets. Mr. Kc11c)• hnd had no T\!Klllaf pri\'Mf ji..<Cth'C Is 5)1'CNCOl in about forty percent or the c.·nscs. 
1!1t11)1oymcnt for mnny >'ears! his was not a de,Nss.iocl lnlhc early depression enrollments, the job objc<.:tivc 
f!roblcm . The interview also unl-ovett."<hhc {Acth~bad pre~nt in at lca.<;t ninety perC"Cot of the CllSCS. 
SCt'\"l"(l an npprcntil'cship as a machinist.lnsco.n:bint retraining school thus s<.-cms to be changing into 
(o,. nddltionnllight on the case. the intcrvi-..-wer dis· 1 "sccurit)' training' ' ncti\·ity. 
co,·on.od Mr. Kelley had suffered 'l-ith a dooblc bmlil 
(or some twcnt)' )"enn, nnd of course this was illUIJtdt. 
ate I)' n.'<.'Oit'11iz~'() as the chief handicap to usoful ­

plo)'lliCRt . 
After n scrie~ of discussions on the subjtd., llr. 

Kcllc)' wn~ persuaded to seck mcdicata...~.sta.DC.'t. 'T1k 
rosult was n \ •Cr)' satis.£ac..1.0t')' physical restoration witil 
a ~'Qrrc•pondinsr brightenc'<l mental outlook \\'lito 1>r 
fully n.'Cupcmt~'<l from his opcrntion, Mr. Keller< ... 
tcrcd the ret mining- school and there £orthrL-emonth!t 
worked to bring his rncchanit-al skill up to date. nnd 
wns £inally pronount-ccl employable by the in~tntcwr 
in chnrgc. 

'l'hru thC~ wide (.'()Ot."lctS o{ the retrainingSC~taD 
cmplo)•mcnt Ol)pOttunity w-as found in a. larJCt'll)" totO 

hundn.'<l miles away. Mr. Kelley rcpBrtc<l for ~· 
At thi~ writing he bns "good job and is hapPJ' 

1~ b• 
return to prochacth-e work. Recent))~ he sto;Jptd Ul II 
tbc o<:hool to cxr.ress his appn.'Ciation. 

ll 
13 

' 

I 
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f bh leaflet teMrt"' \rldl7 \b. hbllc le\ra1n111C Solwlol. n.l a 

aob&ol a>thh f or \be apeottto 1>11roooa at a4Joao\1~~e 11a.-plOTa4 P•"-• 

f or ' protl\e\b ....,1.,..., la ldaahy. fiM .lYtoUn l!all!lfao\vt .. 

Corporatloa u4 all o\ber l l>!tllatrl•• ta \ llwt ...,..,Wldl ot« area ....,..ra"' 

la We p~. A4Jil•\ad\ f or \llwt •"'1 .. orl<i~ hmo\17 la tM 

lar ... , d~~&l• -,..u.-u \relal~ JIPOJPU. 
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The Aviation Course 

TM' SCIIOOl DISTRICT Of TIIG CITY Of WlLUAMSPOAT, P5NNSYlVANIA 

THE aviation course is open to both boys and 

girls who have a desire to make aviation their lifework. Only boys 

and girls who are skillful with their hands and who are good stu· 

dents lhould enter this course. There are three parts to the course: 

Part/ is the Sophomore year in High School. This is a tryout 

year in which you study aviation and subjects which are related to 

aviation. You abo study in the classrooms. If you like the aviation 

work, and if you are a good student, you may enter Part n. 
Pa•l II is the junior and Senior yean in High School. You 

spend one half of your time in the aviation shop and the remainder 

of your ti.me in classes. These classroom subjects are tbe same as 

lbose for other industrial courses. If you complete part D you will 

be gnduated from High School and will he eligible for certain type& 

of jobe in aviation plants. If you are willing to work hard and wish 

to become a full-fledged aviation worker, you may take Part ID. 

ParliTI is an Adult School course. It is two years in lmgtb 

and consisu of advanced aviation lraining and classroom work 

When you are through with this course. you should have a o.: 
partment of Commerce license as airplane and engine mechanic. 

and you will have full preparation for entering engineering and 

l«hnk:al colleges. You will he ready for a very good job in the 

aviation industry. To successfully complete the whole aviation 

course. which takea five years. you must spend four summer va<:a· 

tiona in the spocial summcor school for aviation. These awnmer 

courses will he eight week& in length. 

IMPORTA.NT: Before you enroll In the aviation· course. you and 

your parents should come to the aviation department of the Senior 

Hiah School and diacuss the course with the instt\lctor in c:lw,re. 

The ahop will he open on Tuesday and Thursday evenings from 

7:30 to 9:30. 

• 

4 2? 
COUR.Sfi OUTL.1NE 

GRADE X 

English 
Mathematics 
History 
Drafting 
Phya. Edu. 
Sbop 

3 hrs. per week 
6 hrs. per week 
2 hrs. per week 
3 hrs. per week 
I hr. per week 

IS brs. per week 

Wood~ 3 WHb, Madlifte 3 weda. 
Eleetricl13 wer:u, Sheet Met~~J .S weda, 
Avietioft 6 Wetb. 

Nocc: T'he lOth IJ'Idc 1. a tNI yur 
FhW. admietlioa to tht ariadoa (IOa:f'M 

will be baled on aebie•m~enl durirw 
theAmftu, 

GRADE XI 

English 
Mathematics 
History 
Drafting 
Science 
Phys. Edu. 
Shop 

3 bra. per week 
3 hno. per week 
2 hra. per week 
3 bra. per week 
3 hrs. per week 

I hr. per week 
1S brs. per week 

GRADE XII 
English 
Mathematics 
Economics 
Drafting 
Science 
Pbys. Edu. 
Shop 

GRADE Xill 

Science 3 hrs. per week 

Mathematics 6 hrs. per week 
History 3 hrs. per week 

l.anguaeea 3 hrs. per week 
Shop IS hrs. per week 

Note: Slud•nr. who cSo I'IOt •ll:pect co 
'*' ~ Ia thWC*I"Mt'a lhoQ'dta 
aaocber •b;ert ill p&ac.: .. .. 

It- ' 

3 hrs. per week 
4 hrs. per week 

2 brs. per week 
3 hrs. per week 
2 brs. per week 
1 hr. per week 

15 hrs. per week 

GRADE XIV 

English 
Gqraphy 
Topography 
Science 
Mathanatb 
Shop 

2 bra. per week 
2 hn. per week 
2 bra. per week 
3 bra. per week 
6hra.perweek 

15 hrs. per week 
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STANDARDS FOR ADMISSION 
AVIATION COURS5. Y ILt .. IAMSPORT SENIOR ~IGt-1 SCWOOL 

The aviation course is designed to qualify a limited number 
of boys for positions in the av;ation indusery. Because of the high 
standards maintained by the industry, the boys preparing for jobs 
in amtion must demonstrate that they possess the qualities of good 
aviation workers. For this reason, the following standards for enter· 
ing and continuing in the av;ation course have been established. If 
you cannot meet these requirements, you may enter some other 
and transfer when you can meet the requirements. providing of 
course there are vacancies in the aviation course. 

Scho/JJrship: The prospective student must be a good scholar. 
Honor Roll s tanding during the past school semeste.r, for at least 
half of the report card periods. is evidence of good scholastic 
standing. 

Mmuuzl Training: Manual skill is imponant. Good shop 
gradea, averaging 85 or more is an indication of a good degree 
of lkill. 

Int6at In Aviahlm: The prospective student should be in· 
teretted in amtion as shown by the construction of model planes , 
the study of amtion literature. and the use of aviation terms. 

Attihuh: No student known to have poor school attitudes 
can be admitted to the aviation course. 

CONTINUING IN THE COURSE 

Scho/JJnhiP: At least half of the time on the Honor Roll. 

Skill: Skill of a high order, as displayed by careful and 
thorough work. Slipshod work bas no place in aviation. 

Int6at In AviatU>n: The student must continuously read 
and read aviation literature. There will be a considerable amount 
of outside reading and preparation. 

A tt1tude: The student must at all times have a businesslike 
and purposeful attitude toward his work. Human life will someday 
depend on your attention to business. Laziness and willful dis· 
regard of achool regulations will not be tolerated. 

A COURS E 
STANDARDS 

OUTLINE~ 
OF ADMISSION 

AVIATION COURSE 

-=•=-

SCWOOL DISTRICT OF Til' CITY OF ft.UAMSPOIIT, 
"NNSTLVAH~ FURUARY -
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Covcnuntnt wdl match. dolbr tor dollar. and 
.aawc.am~ C'ft'a on a ••;o I« otw ba ...... ~.acb dol· 
Lar of Sute fuedt t-~ for ft:tUi:a typn: ot 
~oattonal cra1n1QI. LoeaJ d~ •-ill partici­
pate In !iroOIM phalt!tol che progTam.so that CheTC 
' • • ~bthly c,f thf!' State•a doltar betng rn~tdk-d 
\ hf"C'c (Of' Qftf, DunnR' the last biennium. Pt:nn· 
tyh••nla ~turMd mAny thouaand.s of doUara of 
F~ltral nKlM')' for \'QelliKinAI ~ucation. beoc:ause 
t.hr State coukj noc ad\•anoe Ita share 

MUST NO't" 'NDANG'R PR,SiiNT WORKER 
One of lllel' lundamtnral& of this :..viauon 

tninlnK plan it t hrn nothing ahall be done to 
jeopardiu~ ttl~ equll)' of any prHtnt woricer. on 
the ptotPf<lt of any unt"mployed skilled worker 
in thl• flctd.. The developmdt mu,.t be sraduJ~I 
ud for cv~ mart or woman tratntd., a job mutt 
bt' wtn ai'ICML rhc State Ooud for Vocation.al 
F..dtJatton 111tiJI ntabt..,_ stancbnb whte:h W\11 
Mlq:U&I"d the r-.cht• ollabot. 

TA.IJNING IS 'COHOMY 
Train•,_ fOf th~tnorw 1nd~ry san emnonl\-. 

For tumpk. a rc«nl ~ quoted figur-es to 
thow that fOf ~'CfY $300.00 .pmt lft avutioll. a 
new •·«kcr •enton cht-Pfl)'ro1L But that worller 
mu.e be quahtied to •ork '" the tndus:try. It it 
estimated that jc would take about $SOD of i.t to 
train or rctnun a man for pytkipouion in this 
new l'it!k:l. It tt kl-t about $ 100 a month to keep 
that N.me workt!r on relief. If you spc:nd the $5()() 
to get him 1 job, )'OU .. ve the $100 • month In 
relief. Money •pent In tn ininfC or rtu-ainjng PtO· 
pic tor jobt in l)tnntylv•nlalt money !NIVed, pro• 
•k1lni( o' coul'tle thlt the new jobs u ist. 1Rrr~t 

• atnpl.r ~ l~\sodil ~will Udt IR lM 
"'...atlj·n fidel klol'llf lwfore the- •'"Otlft' oo-· m.te· 
li'C ll'IUUftlo! an bt prrpared, 

WS MUST LOOK TO TW£ FVT\JA:£ 
Wto mu.c rrm~bu that the craintnR of a 

•orkman for an u•ccin;tt industry, 1uc:h as., .•. 
aLtOn. rl'Quirrt tlmr. Th.- )'OUrta man who f'n tel"f 
~uch tratninM t htl a-umntrr -.·-.11 not be r('dd)' for 
II Job (or Ill lea•t four Y~t~rs. By that h JUe, If 1~ 
prnrnt ~trowth of the lnduJUr)' w ntinuH. thtl'c' 

will be " \'"" 1hoonage .. ( properly 
qualltiat >AOrkera. 

AVIATION TAAINING COMMirnE 
Wtllt•III•I)OI't Com""u,.l)l Tr.d• Anoco~oC)f't 

428 

A N I N DUS T RI AL 
O PPOR T UNIT Y FO R 

PENNSYLVA NIA 
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ARI: WI: R~ IN 

PI: NNSYLVANIA? 

• 

A viATIQ:o.• •• on the march' Th•• Ia our ntxt 
~trnt iftdus.~ry, h has doubkd '" tuc '" lht> last 
6ve 1t>lrt and wdl tripk and quadrupk 1n the 
nut 6vt> Ex:pal'ISiOn of ~a.te ly,,.. and the 
(lft.\t: n«<lfoc I'DIIl« adequate MI.,._. dtftMe 
in the atr, are the- ,,.,o dud f.aort "' thil 
rro--th. The Army Ilion. ~ to *nd 
S300,000,000 for ne-w slupa. The l'1v11 An'O­
nllu,lc:al Authonty will spt"nd $10.000,000 In the 
tralnil'lk of 20,000 new pllots for national defenw 
A Ylltl program oi training and dtwt.lopcment 
In the non·tl)•ing bra~hn of lh~ lnd\lttry i• 
undtr w111y. 

A• one of the foremostlnduttriAitunes, Penn· 
aylvMniA mu.t be ready and Wllllng to partktpatc 
in thll va.tt lndl.l5trial ck:velopmtnL To avatl it• 
M'lf of th'- c>pportur.uty. the Commonwealth m\llt 
hai\'t an -.:anued training ~m 10 p.o-c-pare 
our future workers. atld to rutatn our untmp6o}·· 
«"l worbrs to panic:ipate ,,. tb., nt:W d~·e~· 
CkntL Wtt ao gd W indQitnellf we h.lwc the 
rnc:n co m~~n tht:m. 

• 

•• 
• 

TH' PlAN OPI.AIN&iO 

The plu • to 101\e the pnlbkm of pnpanng 
ow )'<Mnh a~ J'OIIrtitff adolg thnlcJch a cradua1 
de•dvpmul of pubhta~ lnJnangcftlttn wuh 
(edrral, atat~ a.nd kol tundt. A ~fie appro<­
priauon foe th11 purpow • ~((I ia a bift 
now bt'fono: the (;ton«al At;omtbly. The fed~l 
(und:t are already avadable lhrolij(h nat~nai·,'O 
ntionaJ tninll'llll a.cta. 

NO N'W PROGRAMCONT5.MPLATGO 
The plan ~ not contemplate lhe oraani· 

ntion of a otW tr.lnin~: Agent)' . Wt have, In 
Ptnnsylv:.nla. a tln• "'.roirt« .. prcgra.m of voca­
tiOnal education. Th., .,_nun ill pceparil"'(( hun 
dreds of youth and Ur.lt1Rploytd men ud •·o­
mttn. tor pro6t.able •mploymtnc. To lit the: ne-w 
anauon tralruall( ~ only slight moddiea 
IJOIU. notf!'d .. mack '" this .. ~Otn&'" prc~Cf'anl 
We Gould build on th•• tx:ru•r~g foundauoa. 
~o new ac.lnuruatrat•\t ttalf as aHdtd or-dnirtd 

A LARGE AREA OF SUtvlC' 
The plan •ua.teft<~ a large •rea or scn•ite in 

the- field of avia1lon training, In thisg:rut indus· 
tr)'. cil)' and evt'n rount)' bourtdari~ nrt or no 
con:;cq~m:t. Untkr the p lan, there will bt abotll 
four centett tor pubfk aviation tra.ining nt.'lblith 
C'(l by the Commonwealth ThHe ~v.ce areas 
will bt upena.orw of prnent VOdltlonaJ trlmuna 
fKallt""•ntolhf: MW tlf:W. Youth and adults 1rom 
a""* area. pr:rhAipt from fifty miles. •ould com< 
to tht ttnt«T I« 1ta1n1rw,. 'Jlt,e admunstrahOft 
of tt. pbn -.It bt 1h~ our pubht «'hool 
S)-att'm 

S:HTRANC( R'QUlR£M,NTS 

EYU thouch ariadOft II tlw DOt tnat 'I'' 
d•ry. the- ~ive atudeat .tl(luld reatiM 
1t..1 1h«e are opponul'liht'l Oftly f« well tnaned • 
worlt.n aa bmlt~ but graduaUr lfttreuitW 
numbtn. H:teh .anda.nh an the hynoce of• 
thtt 1nduM.ry, and no penon flhould eontid« awi ' 
alton • a tareer unlotM he hn the qualltl.eti of 
lndusuy, detmnlnation., and ablllty co 11udr. 
rCQuir~ ror an e.xaclinR profe:Mion. 

Bntranee ~ult-tmt:n.ts tor the new pr<ijj·ram 
wiii1Ml de!e-nnined by t he State l:>tpanmenl o f 
Publk lrutuuction. but in ge:nerallhe applicant 
w1ll be n:qulred toahow evidence t~ f aood achol· 
aadc abilily and a high degrtoe or m.l .nual tklll. 
~ev~ mechamc:al ex~.ence wlll be mNokt· 
•rtd a cldini1c U5l"L 

VIUAG' YOVTN ~UST WAY' AN 
OPPOATUHrTY 

£,«y•'hn"e t.bebotland,.CUfiC men of rt.rta1-
and vd&~~nM)'Ivania are damonntc for op• 
portunh1rt in the ~at 6dd of IYiatton. Uale. 
they are wtll·to-dothedoorit ckMed.. Their own 
l~ltehool rHOO:rC'e!l are exha.utted. The)' <:aR 
enli11ln t he 11.rmcd forces o f th~ nation and thu. 
r«elve aeronau1kal traini t'I(C :don~ mllllary llnH. 
The only way to open the door ror thrn youah 
i• tOt" the Commonwealth tl) take ov"r rnott of 
the COil. The plan hotrt t:WOPC*(I ill dHiJcMd to 
IIC',-omphs h this through a •haht modtftcation ol 
our ts'-lt~K facil:itk-5 ror •ocatiooal fduc;~uoo. 

TW' USS OF F'O(AAL FUNOS 
lt .... tlrle ~ of ~ (;e.oqe-Drf.rn 

and S11nth Huahes Fedforal Aaa. lhe Fedtnl 
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GRADE X 
IndtutrlaJ eo .. ,. .. 

: 

HOUB 
i>wWeek 

3 
6 
214 
J 

GRADE XI ... _ 
English • 
Mathematic• 
History 
Drafting 

429 
H01Rs ... w ... 

J 
J'li 
~~ 
J 'li 

IS J 
'li 

15 
Elf'Clives: Cootioatioo of Grade 
X abop. 

S<ien.. . 
Phyaieal Education 
Shop • 

N«c For cootiDIN!d tdmili!JioD co 
Arialloa, Prloti ... Drai!Jno. htc ......... 
lor. ToolmUlor. aod llieMl £-the 
ltudmt muec aWtttaia u •Ya'lllt aud· 
toaota-

GRADE XII 
Sllb;.cc ,,,.. f'tr w ... 

English 3 
Math•mntics HI 
His tory 1~ 
Drafting 3 
Science 3 
Physical Education • "' 
Shop • • • • • 15 

£leetivec CootlnUitlon of cract. XJ 
Shop. AJtC""rMte t1rt0 wcdul a.pprutJce. 
abip iD iftdusttlal plants will be av.llable 
co cert&io Gnde XII tcud.Mta. 

Note: "l1loe ll'ld:us:tri.l cout"!''le is hiX iftteftdtd for thoM Who ...W. to mt« ~ 
bul lfTUCUDmb Cl.ft be made 110 tbaC ~UP ~ Jtudmtt ....., -... • ll"aalk io the 
lndUIIrial Coline. ud at tbt same tilDe ~ for aclml!lllioo to owtai• ~ .,........ 

CABINBT SHOP 

1 Rul._ 12 1...._ lour lold 
1 Pocket Knife • • 
I NaU Hamm.er, 13 OL • 
I Nail Set • 
1 Saeodih•. Iindt 
I Try Sq--. I iadl • • • 
1 Tool 8os. 6 i&. s 7 ia. a 14 fa. 
I Swt KJoUl co-.a. . • 

• • .25 
.25 
/X) 

•• 10 
.30 
.II) 

U IO 
2.00 

·-1 E.nd Wrtneh, and H: opecdqp 

..... 
$.50 

.8) 
1 Eod wr.-!""' l ....,;np 

I Small Saewd •· I lOeb • 
I Ball·petQ Hamroet 12 OJ, • • 
1 Pair 8 Inch Cu Ptle;; • • 
I Tool Box. 8 ln. a ?Ia. X 14 ib. • 
1 S.lc KJ>atl c:o-.tlo 

:;- . 
I. 

• 
PIUNTINC 

IPatr~ 
I BIIMI J)m1m Aproo • 
I Wak......, Kolle • 

lliJ!CTitiC SHOP 

1 .25 
AO 

• UIO 

1 Tool Boa. 14 Ia. a 6~ iL a 6 ba. SLOO 
I Small, I '-Saewdiha • Rl 
I 14 OL O.w a..-. • • • .J0 
I P1oir Side CUed• ,._ • • UO 
a Radt S.w .,...._, 10 Ia. IIOiid bird .50 

429 

I 

,; 

Regraded Uclassified



RFP 

Secretary of State 

Washington 

153, January 20, noon . 

l:y llo . 23, Jan\UU'y 5 , 9 a.m. 

<mAY 

Berlin 

l>atcd January 20, 1940 

Rtc 1 d 9: 30 p . m. 

'.'he invcstucnta of tile Rcichsbanl: which had increased 

rrcat ly during the last weeks of 19J9 dtcrtastd by large 

amounts during the first two weeks of tht ntv• year a1-

thOUO\ tht total is still above the Novonbcr 15 or even 

of Novtmber 30 (total or billa, cheolcs, and treasury 

bills <liscountccl , eligible stcUl•itics, collatcrals , 

othtr stcUl•itits and misctllancouo asscts : 13, 435 million 

on January 15, 12631 on Uovcmber 15, 13287 on Novtmbtr 30. l 

The more significant chanG£ however, has bttn in the 

distribution of assets . 

Bills , chcclcs, and trcasur:r bills discountEd t~hich 

had reached a rrcord bright of 11 , 392,000,000 marks on 

December 30, having increased by 1 , 244, 000 ,000 durinG 

December of which 970, 000 ,000 was durint; the last week, 

dccrcascd by a total of 525,000,000 marks during tht 

430 

first two we cks of January to 10 , 867,000, 000 marks which 

is still hiabtr than 1n any statement prior to December 30 . 

Eliciblr 

.J 
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c 
RFP - 2- #153, January 20, noon from Berlin 

Eligible sEcuritiES declined further by 273, 000, 000 marks 

to 531 , 000, 000 marks during thE first two weeks of January 

and the Rcichsbank 's holdings of thesE arc now onl y 

slightly above one third of the record figure on October 

31 of last year . Miscellaneous assets which declined by 

52~ ,000 ,000 marks during thE first week of January 

increased by 107, 000, 000 marks during the second veek to 

1,615,000, 000 marks . DurillG the same tTio wttlr p eriod, 

the Reichsbank ' s holdings of coine inc~eased by 50, 000 , 000 

to 398 , 000,000 marks and its holdings of Rcnten bank notes 

by 46 , 000, 000 to 162, 000, 000 marlts , Collateral loans 

showed only a negligi ble change . 

The circulation of Reichsbank notes decreased by 

758, 000 , 000 marlts during the first half of January to 

11 , 040, 000, 000 marks . Demand dE]losits decreased by 

401 , 000, 000 marks during the first week of January followed 

by an increase during the second week to 1 , 6~1 ,000 ,000 

marks . 

KIRK 

li!C: Ef.IB 

• c .. 

431 ... 
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AIR PATROL DETACI!loENT 

TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

Cepe UIQ', New J'are.,., 
20 J'anuar:v, 1940. 

434 

IJQpraeaion pined from visit to I.yoom1na Jtn81na Jaotoey, and connrsat1on 
with A:tl1ll Inepector at plant of I.yoom1ng Engine Company, Williamsport, Penn­
aylnnia. ArmY Inspector bee been on duty at taotory approximately 4 years, 

- - - - - - - - - - - - - -

prnioua manag•ent Slow, nry slow, and policies uncert ain. present 
new ....,.g ... ..., t ahowa promise of gattina unduway &ftect1Y8ly 1t ginn help 
and beck1na. New managetoent in affect approximately onio yaar. 

Pa:!DUC'l'ION ll!:l'HC!pS: 

Slow on getting deliveries out on time, due to inexperienced personnel. 
row experienced aldlled men. production methode could be greatly l.mprond 
and overhauled. ractoey or company 1nspeotora are inexperienced and they have 
very tew ot them, 

RJ:JI IMT!RIALS R!ADILY OBTAINABIBt: 

NO - due to inexperienced ud poor purobaaing agents. Skilled ud wide 
awoke key men are lacldng. poor matariala or l.mproper materials received in 
etoolc. causu delaya due to JZ1E1 rejection. Tb..la concUtion ia gradually 
l.mproTing, hownar, 

~: 

on~ Job, tuts ware slow and tardy. Inexperienced personnel. l!ad 
three penalty rune on ArmY contract. 

J't.D'I'O!!Y IIAOHINI T()(!U!: 

ll'aotory cluttered with much old toola and e quipment end production 
utho4a, Aviation aaotion composed of ~ new tooll alld 40~ old, obeolate 
equipment. They han some new equipment on order. Dellveey date in un­
certain fUture. 

lAl!CII <XlNDITIOI'II: 

NO o .z,o. or A.r.o.L. labor troublaa. Save OO=P&DY union. No atrikea. 
All local labor, """'rloan citi:tana. NO riff raft or noatars emplo:yed. 
Sldllad labor ahortage. vary herd to get alc1lhd labor and don•t know how , 
tb07 will get slc1lled labor 1t tha:y wanted to expolld. 
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would be a Ill. ow p:'OOeN, due to old .. oblnery, laok or 11ew • ctu1PD.nt, lock or sldllod labor, oldllod 1Dapedt0l'a aD4 oldllod p:roduotioll -· oon•t laoow where tho)' 'C)uld or could get thoa. '1'00 ~~&7 or thol.r perao1111al are old auto ­lllbllo aD4 MU1Do lllgill• ..,. wbo are uaod to aD4 aot 1D thoir W&JO or p:roduo­Uon, Olld are hard to ahange our to tho oxaottns, *Wod ancl ori Uoal •tboda or production and inapl.ratlon l'O({Uirocl 1D .t.'fiot1011, It a oh&JI8o io ,.., 1Dto otroot tbo7 tloUIIdar &l'OWid aD4 ractuiro r1&14 &Jld oloeo 1Dapoot1011 b7 aldllod i Dopootora. J)On•t haY<> tbo 1D~pootora, .t. OOIIPleto DOW l&JOUt or pl&Jlt • ctuip­mnt would bo IIOCON&l'7 tor a bis oxpa.naion, Sldll&d, ablo par-.tal, - blood ..,uld ba bigen handlcap tonrcl oxpa.nalon. l!al1oYO oould Upuld aD4 get gains in poa.Ubl7 ODO 70&1'' a u.... Should D1o011 out auto1110t1To aD4 marlDo oll81n• pro­duction &ll4 oonoontrato on o'fiation 0J18lnoO and propollora an4 allied a1'1at1on p:roduota. '1'bo ....Uor ai:roratt •1181nea belJI8 turnad out aro .-ory good, wore lll.OW sot tins atartod Oil .\l'flf1 contract, dUO to nil a Of pro'fioua ~t and uncorhin matbodo and oootl)' lliatalcoa. :raotor:v baa pooa1b1l1t1ea. N- prop­eller production baa pou1b111t1oa, but oldiUod poroo111111l., now .. cblnoa and olort prodUOtlOil utbOclo look1118, Vory prolliOlll8 DOW method Of propallar ~~~a~~utooturo. prop Iller boa 110 IIIOdOrD ott1ohnt bub, oan bo adapted to ourt1aa or R&ilton stan4erd bub. Ha'N OOYoral uporl.&ental oontraota wUb ~ 0114 NaY7. Slow ad t loun4or1ns procluctloD metboda. A -u orphan COIIPOD7 or o lor so o)'lldiodo. · 

I 

, 

J 
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O!toO P UEE'l'ING January 20, 1940. 
10:45 a.m. 

present: Mr. Bell 
Gaston 
Graves 
Thompson 
Haas 
Coehran 
Sul.liftn 
Fole:r 
Sehwarz 
Klotz 

I . M. Jr : 

Claa ton : 

'i . !4. Jr : 

Sullivan : 

H. M. J r : 

Sull ivan: 

R. !II . J r: 

Schwarz : 

Sullivan: 

R, U,Jr: 

'l"hompaon: 

B. !II.Jr: 

'lboapaon 1 

Schwarz: 

llr. 
Mr. 
llr. 
Mr. 
llr. 
llr. 
Mr. 
llr. 
llrs 

Where 18 Harry White? 

Harry Whi t e went to New York. 

I think Louie Johnson, as uaual, ahot his 1110uth 
off about tin and rubber and he re the Amtorg 
comes baok. Let Harry talk to you about it. I 
thought be was shooting bia mouth orr. That 
'llllole story about tin and rubber waa Louie John­
eon's, I am sorry, Sullivan. I didn ' t mean it 
that way. 

You didn1 tt 

Incidentally, I want you to know that I am the 
only Cabinet me~ber who ia a member of the 
American Legion. 

Oh, no. Harry Woodring 1a alao a member. 

You art right. 

In good a tanding! 

Yea, very good 

Nothing too serious today. 

The Treasury Appropriation Bill will be up in the 

House on Tuesday. 

Bow much can I lose! 

We won • t know until rueadaJ· 

The report ia available for relea ... 
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Thompson: 

H .~ . Jr : 

Boll: 

!:l . M. Jr: 

sen: 
ll . !I. Jr: 

Klotz : 

B. H.Jr: 

Klotz : 

H.M. Jr: 

Graves : 

H. l.I . Jr: 

Schwarz : 

Gaston : 

Klotz : 

Schwarr. : 

H.H.Jr: 

Schwarz: 

I will get it. 

DanT 

Nothing. 

- 2 -

You are looking all right. Cabinet seemed to 
agreo with you. 

Oh yes , it pepped me up. 

What 1s !Tarry do i ng up 1n New York? He didn't 
ask my permission. 

I think he went up for some dental treatment. 

Did he a~k yours? 

No, but I have my pipelines . 

Harold? 

I have nothing. 

cnick, I see tha t Mr. Puleaton i s working for 
me. 

I bear eo. 

How did that secret burst out? 

Puleston haa his name on the door , wt who gave 
them the stuff as to wbat he was doing, I don 't 
know. 

Pule a ton. 

He told them he was working for you on detail 
t'rom the Navy Department. 

All right, what else? 

I bave a tew clippings that I could show you 
afterward or now. 

About .mo. tT 
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Schwarz: 

H. :t.I .Jr : 

Schwarz: 

H,M, Jr: 

Schwarz : 

SehY>nrz : 

E.1!. Jr: 

Schwarz : 

H . ~~ . Jr : 

Schwarz : 

H. M. J r: 

Schwarz: 

s. ~ .Jr : 

Schwo.rz: 

H, M, J r: 

Schwarz : 

H, M, Jr: 

Foley : 

Kl ot z : 

- 3 -

Bank of Ameri ca an.d airplanes in Baltimore, 

O. K. They are all pleasant , I am aure , 

very. 

Are you do ing atl1th1ng about itt 

Surely. 

"Federal chiefs l!loet on war plans. • Is there 
anything unpleasant heret 

The Bank of Alllerica 1s . 

Is unpleasant! 

Yes . 

"Giannini opens war to end on Morgen thau, Bank 
of America President bl8!11es Secretary for SEC 
a ction . " 

We will strai ghten them out . 

442 

Somebody was worried if we hlld a united front 
~e Federal Reserve wou l d ge t s ome of the credit . 
I hope they do. 

Now, who feeds t h i s thing to this paper? 

The Giannini peopl e out there. 

It doesn't say what paper it is. 

It i s the San Francisco News. 

Is the same da:yt 

I beli e ve so . 

That 1s s well. 

What are you (Foley) laughing att 

Something Sullivan waa telling me. 

I will l eave the room. 
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Sullivan: 

II , M, Jr: 

schwo.rz: 

H, !d, Jr: 

Schwarz: 

H.li. Jr: 

Foley: 

H. li . J r: 

Haas : 

l:I .M. Jr: 

Haas : 

B. I!. Jr: 

llaaa : 

H, JJ ,Jr : 

Haas : 

!I. !II. J r: 

Haas : 

!I. !d.Jr: 

Haaa: 

H. K,Jr: 

-. -
Not that way , 

0 . K. , what elseT 

That ia all. 

That 1a all right. Giannini i s beginning to 
real the united tront. 

Pro testing too muchT 

Well, these financial writers. . .. \'le -Y have 
to send somebody out there. I don 1 t suppose 
that will do any good. 

It might bel p . 

George? 

I have nothing t h is morning. 

443 

Are you going to have t hat stuff for me on Mr. Victor 
Emanuel? 

Yea . He ia certainly a caaplicat ed individual, 
1'/e are t r ying to straighten 1t out . 

Wall, you finish that job. 

Oh, you want i t tonightT 

Ye s . 

I will have i t . 

Ie Vi ctor Emanuel Standard oaa? 

Yea, that is wbere 0r9w1ey ia going. 

He 1a New York Shipping! 

Yea t hat ia a aubaid1ary or this 
CorPora t i on and he 1a in Republi c 
Pa~lee. 

Pa l'lll&le e BusY 

former Cord 
s teel and 

.. 
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Haas : 

l! . !f! . Jr : 

Haas: 

B . ~ • . Tr : 

:iaas: 

Cochrnn : 

c !l. H. Jr: 

Cochran : 

Sullivan : 

H. 1oi. Jr: 

Sullivan: 

- 5 -

Yes , Checker Cab Yell Cab 
subsidiaries of t his a~rati • tThose are all company I am ki on ransportntion 
would b; easier~a ng a chart . I thought it 

I knew he "as quite a fe llo" You to l d Elmer 
to look h 1m up? • 

Yes . There are certai n parts of it I can't et 
any information on, ~. Secretary. I think g 
there are some personal holding companies. 

flell , he is cott1:ng in. I just wondered wha t 
kind of a g~ntlemnn I waa meeting with. It is 
surpristns now few people know Victor Emanuel. 

Sounds like he 1s king o f s ome country . 

Sounds like Italy. 

I have two ceblegrQlTis from Brazil t his "'orning . 
They are going ahead on that plan. 

1.'hoy are go inc; ahead with it? 

444 

Yes , sir. Only they are going on the first year, 
not on the basis of the last year . Of course, 
the first year is loYier than the las t year. 

There will be a heari ng on llonclay morning on the 
joint r esolution for the deficiency for refund 
for the Bureau and the Bureau can handle that 
all right but I thousht I m1g)lt just as well get 
i .ntroduced to them up there and dive ln. 

Fine. 

Yesterday I had a call from a man 1n the Judge 
Advocate's of fice in the Navy Department . He 
wouldn ' t even take off his coat. He just wanted 
my offhand reaction to the Nnvy Expansion Bill 
and t h is tentative nmendment to one of the 
sections Which he put on my desk and I read i t 
through and I tol d h1m I woul d be very glad to go 
into the matter. He said, "No, there i sn't going 
to be time for that because the bearings are to 
be resumed Tuesdny morning and we don't want to 
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H.X. Jr: 

Sullivan: 

H. Y.Jr: 

Foley: 

B. M.Jr: 

- 6-

go ahead w1 th thh 1f the 'l'reasuey Department 
isn ' t with us, • and I said, "Yiell, this h the 
type of matter that I certa inly wouldn ' t want 
to a ddress myself to without a letter, • that 
you were away, and it would, or course, have 
to be submitted to you. He thought he mi ght 
write a letter but waan •t su.re and didn ' t even 
want to l eave the proposed amendment , and picked 
it up and put it back 1n his bri ef case, but I 
got it back and dictated it to one of the steno­
graphers and then he said that he thought 
Kr. Edison 110uld get in touch w1 th you and go 
over it with you and I sai d I thought you would 
be reluctant to do that until after this had 
been properly submitted and we lmew what we were 
worldng on, so he finally agreed to write the 
letter and then this morni ng called up and said 
he didn ' t want me t o take that t oo seriously, 
that tho Admirals were talking with the shi p­
builders and they might or might not wri te a 
letter, but not to consider thst anything off i ­
oial had been done. 

It was a rather clumsily phrased amendment and 
I think purposely so, and I think what i t really 
wanted - what he really wanted was just to have 
authority to say the Treaauey a pproves of this 
and when the smoke all cleared away the V1nson­
Trammell Act would be repealed. 

That is nice. Any other good news! 

Yea·, air {handing letters to Secretary) • 

This rather pleases me. You people may or may 
not• remember that wontgomeey waa the man who 
eaid that I was the only person he would da~:i 
go to on the Biotr case and now they ~~earr ng 
me, t hanking me tor having done it. 
s ta rted with him. 

445 

I remember i t . 
It was a very ni ce le t ter he wrote . 

A vert ni ce l etter. 

All right• 
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H. M. Jr: 

Fol ey: 

P. .M. Jr : 

Foley: 

Schwarz : 

Foley: 

R. !.: . Jr: 

Bell: 

!! . M. Jra 

Pol ey: 

H. li! . Jr: 

Foley : 
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I am cutting into Chick's terrlto 
the clippings on the Bi ff ry. Here a re 
migh t be interested in ~hem~ae . I thougbt you 

Should I? 

No, i f you don ' t want to see them. 
good. 

'!hey are all 

No . Does it give the Treasury any credit? 

No, not much. 

A little bit. 

It gives the Government crodit. 

L!r . Everard, Secretary of the Board of the Bank 
of Ameri ca. 

~46 

"Re your tel . 19th the hearing mentioned ln the 
order da ted January 11, 1940 l s scheduled pursuant 
to the general authority of tho Ocmptroller con­
ferred by law in connection with his exnm1nat 1on 
and supervision of na t ional banka and conforms 
to the f airest and moat accepted methods of 
administrative procedure. Such a hearing provides 
the Bank a.nd its Directors w1 th an opportunity 
to present before a disin~ereated tribunal any 
r e l evant mat ter before final action i s t aken by 
the Comotroll er with respect to sanctions author­
ized b7. law. " 

Sounds all right to me . 

0 . K. I t hink it 18 O. K. 

0. K. 

They own 14 percent of Stondard Gasf 

Yes , I think tb&t ie right. 

I don ' t unders t and that . Thi s is Standard Gas , 

ian' t 1 t! 

Yea. 
We traced Giannini ' s interest in the Faci f ic 
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B. l!. Jr: 

Foley : 

H. I! . J r : 

Foley: 

H. !.!. Jr: 

Pol ey: 

H. tt . Jr: 

Ilaas: 

B. U. Jr: 

Poley : 

H. ll. Jr; 

Poley: 

B. M. Jr : 

- 8 -

Coast 14ortgage and then into the 
sys tem. It h not a subatant1al 

~i.~~dGa1a , 10 percent or th1e 
an 4 percent of Blair 1a 

Pacific Coast KortgageT 

That 1a right . 

And 10 percent ie --

Standard Gao 
1ntereat. 

1a O'tllled by 
owned by 

th; ·~ed by Oiiannin1 and then the Directors o f 
ansamer ca who are in turn controlled by 

Giannini, a l so additi onal s hares in Paci fic 
Coast Wortgage. 

I see. 

It is ha rd to pin down exactly. 

447 

I wonder i f there is anythi ng between Giannini 
and Victor Emanuel . Take a look at this , George , 
and send it up with that other, aee, That is 
a lawyer' s i dea of the chart. 

That 1a always helpful. 

Laughter on my left. 

Do you know anybody 1n the Solomon R. Guggenheim 
Foundation? 

Is t hat the aviation foundation or i s tha t the 
mueic foundation? 

I just don't know. We have s eized a large sh i p­
ment of obscene etchings and pictures that Y:ere 
oonsigned to the Solomon R. Cuggenheilll Founda­
tion and we will have to suppreee them. I thought 
you mi gbt hear about it. 

I thouS)l t ;rou were going to tell me you round a 
a t i ll in their office, or aometh1ng. I don't 
know anything a bout it. Go to it. Have ;rou 

seen the pi cturesT 

I have. 
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Sullivan: 

Foley: 

H. M. Jr: 

Foley: 

n. H. Jr: 

Ge.a ton : 

H. U. Jr : 

Gaston : 

Gaston: 

H. 14. Jr: 

Gaston: 

I! . II.Jr: 
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Should they be suppreasedt 

While you were out looking a t airplanes. 

It is my considered opinion that they Should 
beth auppidressed, after caratul examination of all 

e ev ence. 

What else? 

That is all. 

Herbert , have you got your letter? 

Yea. 

Will you read it out loudt 

Firat I think I llbould tell you that Feis called 
this morning and gave me the s ubs t ance of t hese 
thing s from Brazil. They are s t anding by the 
plan that was considered by t he cabinet end 
Souza Costa called and said they were preparing 

448 

to make an offer of 50 percent of the Aranha plan, 
which was t heir original communication communicated 
to Ca ffery last Wednesday and not the Sta t e 
Department's alternative proposition which was 
to iltart wi th last year's payments . 

What is the difference? 

tbere ia about a 50 percent increase on t he last 
year•e ·payments. 

'lhe last one is hi9lert 

Yes . The Aranha plan started at about 32 million 
and went up to about 45 , so their plan would 
etart - the Brazilian which the{ are proposing 
to announce would start at 32 m llions , wbicb 
would give us about silt millions in the first 
1ll&r instead of starting with the last year, 
which would be a total of 45 million, wbicb 
would give us about seven and a ba11'· 

That was a .tllion and a haltf 
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Yea . 

Less? 

A million and a half l eas, under the pl an they 
a re proposi ng. Feia told me or these dispatches 
and said, "I will handle i t any way you Y1811t . 
If you want to participate in this thing, I will 
come over to the Treasury and "e will go into 
it, or i f you want to have it referred to the 
eo:m~ittee of three or if you •• ant to stay out 
completely, as you indicated to me on Thursday, 
that 1s all righ t with me, any way you want to 
handle i t , " and he eaid , "Isn ' t that fair!" 
And I said, "That ia fa ir enou&h·" So, I told 
him that I would talk to you and promised to 
g ive him an answer during the cay. Be r.anted 
an answer this !!lOming. 

Rave you got that? 

Now, I wrote a letter - in fact , I have two 
alternatives , but I re-wro t e it to include a 
paragraph which I thou(;ht you might want. 

Whi ch is the one referred? 

There is just one lette r there. 

I will read it out loud. 

"~y deer Cordell: 

"I am writing to confirm a decision with respect 
t o the Brazi lian debt negotiations , of lttich " 
Mr. Gaston advised Mr . Feis by·telephone today. 

I haven ' t yet done so. 

i th t the Treasury will not 
"This decisi~n t~e p~eeent deliberations and 
participate n to a settlement of the 
negotiations look~~g but will , however , stand 
Bra::1lian debt ma er, 1 any technical 
ready and willing to su~p r!search or co:nputa­
asais tance in thet "tay ~partment may desire • 
tiona that the S a e 

-i 49 
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"I am impelled to reach t h in decision by t he 
history and present statue of t he Brazilian 
negotiations . 

~ou will recall my telephone conversation with 
you on ~ursday, in 'IIllich I told you that we 
had been asked to give within a matter of a few 
minutes our approval or disapproval to a des­
patch which i t was proposed t o transmit that day 
to Ambassador caftery for communication to the 
Brazilian Government. ~a despa tch was to in­
form the Br&%il1an Government that an offer 1n 
certain t erms for a temporary settlement of the 
Brazilian dollar obligations would be regarded 
by this Government as a •s t ep forward '. 

"It seemed t o me clearly impossible , a s I in­
formed you then, for us to reach an intelli gent 
decision on so i mportant a matter in the time 
a fforded , particularly in view of the fact that 
we had been so lat ely informed of the negotiations 
in which Ambassador Caffery waa engaged . Si.nce 
the offer under discussion affected the in tel'eats 
of private credit ors, I also had in mind our 
obligation to the Bondholders 1 Protective Council, 
the representative of those credi tors. ! was 
impressed, too, by the f act that the proposed 
despatch undertook t o s t a te t he considered view 
of tt i s Government , which seeced t o me to suggest 
that it ought to have t he carefUl consideration 
of all of us who ha•e been asked to confer to­
gether on these problema." 

450 

Obligation t o the Ibndholders' Pro t ective Oo=cit t ee , 
does that sound all right! ~bat is our obligation! 

The obligation implied 1n the f a ct that we are 
dealing for them. It ia their claim, not the 
Oovernment •s claim, a.nd also the fact that we 
brought them into the prior negotiations on the 
Col ombian matter , whi ch wer e to set a pattern 
for t beee nego t iations . 

Do you thi.nk tha t l ooks all right in print! 

the r epresent at 1 vea of 
They say there they are a private claim, not a 
those creditors. It ia 
Go vel'DIII8nt claim. 
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It is a moral obligation, hn • t it? 

Yea , 

"I therefore suggested that the matter should 
be given more JilL\ ture con3iderat1on at a meeting 
on thi s subject a l ready scheduled f or that 
afte rnoon, a t which Ur. Fei s , ~. Gaston and 
others were to be present. Mr. Feia was there­
fore advised that 1n a dvance of that meeting 
the Treasury could give no decision and cake no 
comment on the proposed despatch t o !Uo. '!he 
matter conside red in the State Department to be 
urgent , the despatch was , howe ver, sent and the 
Treasury Depa~ent ao advi sed, 

" I am now informed that a reply has been received 
froo Rio Which calls for a new decisi on and that 
t he Treasury is invited to participate in the 
considerati on of what further steps are to be 
taken. 
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"'!he negotia tions are ttow qui te obviously fa r 
advanced and their pa ttern has been se t . v:1 th-
ou t implying any ori t1Cilllll of wba t has been clone , 
I do not reel tba t the Treasury can contribute 
anything of value bt entering into the discussions 
a t this late stage. 

I think it is a very sood letter. 

Do you have to write a letter ! 

y I will tell you WhY , Do.n. I ..-ant to talco 
t!!; for anybody to t alk up . This is very 1m-
ortant. l(r . Well es asked mo juat before he 
~eft i f I would carry this t hing on f or him. I 

ld I then found that s tarting s o:.e ­
aaid I wou ~ember there bad ga:>e a series of 
time last No ek d fort h between the Sta te 
despatches ba ~Which I ••e in no way inf ormed. 
Department and 0 b t them welles left and be 
I knew nothing a 0~ thing w1 th Feia. '!be next 
said to discuss ~d~'t know what it was , say 
thing we know - P is called up . It was the 
'!huraday 1:1orning, e 
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day the fel low was 1 have got to talk t sworn" n . Feia said, "I 
to talk to Fe1s an~ i0~ · t hflell , I d idn't want 
Cochran, ~n!te and C t te 1m ta lk to Gas ton , 
that they wanted thi~ on . 10low1ng wha t 1t was , 
a fraid tha t it m1 answer and r.bi t8 was 
I called up Mr. H~i ~~~ ::i~ ~8 ~18 , you see , 
a meetin(; for thi t't • 8 ua.ve sehedul8d 
and I •t i 8 a ernoon to discuss Brazil 

can g ve an ansur this morning I want 
to discuss it this afternoon. • He s aid• "V.b 
~ course, you mu5t have a conference. • ' I s!i d 

ow, is there anything you have got in your ' 
mind you want to suggest! If so, 1st me know • 
He said, "No, go ahead. " • 

I don't know nhether they waited or not , cut any­
way, they go ahead and send the telegram that the 
U. S . Gove~ent wishes to inforo tho Brazilian 
Government that they feel that this pr oposa l that 
they are making i s all right . Now, on top of 
that, this oo:nmittee of three 1s set up , ".:elles, 
Feis- Wel l es , Jones and myself . Jones doesn ' t 
know anything about it. l"ie have an arrangement 
with Traphagen that he 1a to be our contact. The 
bondhol ders' committee know nothing about t his, 
s ee. Mr. Jones knows no thing about it and I 
know no t hing about it. 'lberefore, I want to make 
a record and I want to send rlellea a copr so that 
when he comes back in three weeks he " "" t say, 
"You said you would do thia; why didn ' t you do 
it!" I gave my 1<ord. I have given my word to 
Traphagen that we would worlc out a model on 
Colo~:~bia and then we would go ahead and do the 
others. 'Ihere are other thinsa whieh I don't 
care to go i nto, parti cularly. Tb8re bas been 
a terrific amount of doublecroasing within t he 
Department of State and w1 th the bondholders and 
the bondholders feel - I bave tried to gi ve th~ 

~52 

a ehance to be on the l evel and they have been 
on the level, the Bondholders' Protective committee . 
Now, -the same thing happened to me , you s ee, the 
last time Brazil came up • 

I think the letter is all right . I just thought 
maybe you could do 1t informally. 
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No ' I think i t i e too iarportant end I want to 
make a record and I want Mr. Hull to know that 
the record is there so he can abow i t to the 
Pres ident and I can send a copy of i t t o 
Mr. Wel les and a copy to Mr. Jones . I think 
this is too important . ffuen Mr. Hull sends 
out a cabl e that the u, s. Government says to 
tbe Cabinet of Brazil they can go ahead and do 
so and so and pay 50 p& rcent on tbb thing I 
don ' t want any part or pa rcel of 1t . ' 

'lhat sounds right to me, 

'lhe fact that I called up Bull and said "Now 
is there anything you want to say - we don't ' 
wan t to be burr1ed -- " 

And tbe same day be sent the t elegram? 

I don't know whether i t went out 1n the mom1ng 
or the afternoon. 

I ca lled him up - he called up here about 11:00 
o'clock and I called h i m back around noon and 
he said, "All right , but I just want to let you 
know I am going to send the despa tch anyway, " 
and in the afternoon wben he came 1n at 2 : 30 
he told me the despatch had been sent. 

With 25 years 1n t he State Department, do JOU 
(Cochran) think I ought to send this informal 
or notT 

I think you are quite rigllt . 'ftle only catter 
is whether we are going to break up this com­
m1 ttee of three, 

I am through. I am going to go through w1 th 
the Colombian thing, see. 

I don • t l ike to see the collllli t toe of three 
broken up. 

I do The reason I asked you all , I want yo~th 
• know I do this because I can't work w 

:!~ ~ttee of three composed the way 1t is . 

453 
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I apprecia te the d1ff1cultiee of 1t. 

Merle , I never would have got ten the ~r1part1te 
Agr eement if it had been a committee of three . 
The only reason I got 1 t through "a" because 
we were ab le to handle 1t he re , conferring with 
the President and l ettinc Mr . Hul l knor. . If it 
had been a committee of three we never Yloul d 
have had a Tripartite. I don ' t say I can settle 
the debts in South America, but at least I would 
have a chance . I can 1 t do i t this way and again 
I am going to do t hose t h in£& th i s year which -
at least I have a chance of 51 percent of beir~ 
successful and on the other two I haven ' t . I 
haven't got a 25 percent chance. 

Then i f the Brazil units, after the settle~ent 
is made, shoul d co~e up here and •nmt fir~ncial 
assistance - -

Let them go and see Jones . 

I think that is right , to follow through that 
"ay. 

You see, where Mr. Hull has permitted hi~~elf to 
be boxed on this thing by h i s own peopl e , he has 
consistently said t o t."'e President and ~e that 
all debt settlements he wants me to hana le. 

well, I think that goes for tho Government debts. 

~ybe you are right. 

'lha t is not 8 Go vernment debt . 

ill have a clean- cut i s sue 
All right, the~h=e t::at are l oft , still on Govern-
fo r the 12 mon b d ,;ants to pay them, let 
ment debts . If any 0 Y 11 right 
him do it, and that suits me a • 
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r thing that you have consistently, 
This is the sort o bian matter came up , refUsed 
up until this Colom d ith I t 1s a matter of 
to have anything to 0 " ' 

private claimS • 
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&,ia:Wiight, up to the time I got into the 
0 an thing. I have been a tupid about 

that . I would like to got out of that. 

There still is a lot of negotiation yet , be­
cause the status ia that they have said they 
are going to make this announcement. It is 
not the thing that the State Department ask ed 
for , but it is a lesser offering. Tbey have 
told the foreign representatives t hat they are 
going to announce it and they will meet on the 
23rd of this month to consider wllat the foreign 
representatives will have to say about 1t before 
they nake the a ctual announcement. 

On Brazil? 

Brazil, yea. 

Does anybody think I am making a m1stakeT I 
realize you have only got part of the story. 
Does anybody think so? 

455 

My only question is if you are going to definitely 
cut off and not lot them approach you on loans, 
financial assis tance , I think you are right . 

I am not going to talk with them. 

I am tir ed of ~~s international bank being the 
same proposi tion. 

We bave got that in nice shape. 

My fear t here is that you are the one , perhaps 
along with Mr. Jones, who would be obliged to 
sell this to Congr ess i f we are going to have 
the funds . 

I bave said consistently that I won't . 

I doubt if you are on record w1 th the State 
Department. 

Then w will baVO to make a record. 

I should include not being approached 
on financial 
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assis tance and also the bank , it you are going 
to break up that committee ot three . 

While we are on it, we will hear what Serle 
has to say. You will hear about this. 

I must call Feis and let him know what decision 
has been made . 

All right , just a minu t e. Have you any doubts 
at all 1n your mlnd, Herbert? 

No, I think that 1s the boat n y. 

I asked you last night. 

(On phone) Hello. (Telephone conversation with 
Kr. Berle tollow:s : ) 

456 
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12: 21 p . m. 
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ID!Jr : Hello. 

Operator: 1-!r. Berle . 

!!!l.Jr: Right . 

h"l·!Jr: Hello . 

Adolph 
Berle : 

!{!IJr: 

S: 

!i!!Jr: 

!l: 

'il!Jr: 

B: 

B: 

Good morning , air . How are you? 

I•:n fine . 

I have two t h ings on my mind. One more or leas 
i amediate and the secend not ao i~ed1ate but one 
t hat I should like to see you abou t in v~ . Welles • 
absence . 

The first matter has t o do with thla lnter-A~erlca.n 
bank. I an in receipt today of a long communication 
from the Board of Governors of the Federal Reserve 
Sys tem or -- and signed by Goldcnwe1ser and pre­
sumably -- or I understand aft er d iscussion wi t h 
this Board. A copy baa gone forward to you. 

GOod. 

It really ia in the nature of a cocme!'ltary on the 
draft Whioh :your group eourteoual7 presented and 
whi ch, in general , ia running along nicely ln the 
commit tee. 

Good. 

By and large moat of their coomenta don't present 
ditticultiea• their differences are on technical 
poi nte wh1cb'are --which I should imagine the 
men as betveen themselves could iron out without 
dlt tioulty with the exception of one which is 
the claaeio question of the capital and control 
of the bank. 

Yea. 

J.h .- there the hUtoric difference or opinion 
above up. 
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Right. 

Now, how would you l ike me to pr oceed in t he matter1 
I -- obviously, we are neither arbitrators nor any­
thing else ~ere. We are mer ely Chautteurs, so t o 
speak, and supplying !rom contact. I woul d suppose 
t hat this would be a th i ng that would have t o be 
settled by a direct discussi on be tween you and Eccles 
or something ot t hat kind. 

Let ' s do it ~~is way- White is out of town today 
getting some medical -- his teeth or something. 

Well , the boy has been worki ng like a dog so 1! he 
ge t s a little rest I ' m glad. 

No , I suggest we wait until he comes back l!onday. 

Ri ght . 

And then let's the t hroe ot us get together . 

\·fell , why not. That' s first r ete and then deter mine 
how to handle i t with the -- with the Federal Reserve. 

That's right. 

I may say t hat I don ' t-- tor the sake or this 
situation I have an idea , but I don ' t take the 
uosi t ion on it because I don 't t hink the State 
bepartnent could uossibl1 t r y t o deternine a c.uesi 
tion like t hat so. please under stand that I ' m mere 1 
endeavoring to •• ••• • 

I understand. 

•• •••• be ot any assistance . 

Well , let 's say f our ••• . •. 
I think __ I t hi nk t hat 

Aside ! r om t hat ma~~ 1 :sue~ory appreciative ot t he 
the -- down t here ey re have &greed and While 
work ot the Treasury; they ints beekW~ds and t or­
t here are some odd li~t~e ~uld like t o do something 
warda as to what some 0

1Y can be washed uo without, 
t theY obviouo 1 b.l ditteren , t amount or trou e. 

I should think, an:r grea 

.. 
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How would tour-thirty l!onday be? 

Four- thirty l!onday would be first-rate , s1r. 

I ' ll have Harry hare and you might-- well, He 'll 
be ready. 

I will meet you at f our-thirty. 

Now, you sa i d you had two th i ngs. 
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Well , nov t he other t hing 18 a matter which we olgh t 
di8cuee then - and I gueee orobably you 've had soce 
ott1o1al notice on it. Your people have come to the 
conclusion tha t they ou~t to start pr oceedings t o 
put countervailing duties on swiss cheese . 

( Laughs) 

I l i ke swiss cheese and theref ore I, per sonally 
I ' d r ather -- l eaving that one item aside . The 
Swi ss J.!inister boiled in here and he was quite 
unhappy. 

Well, I ' ll tell you what - we ' l l divide fifty­
fifty. You take t he holes and I ' ll truce the cheese . 

(Laughs) That's -- t hat' s fair enough. What I 
·thought was, !f I mi ght, tha t perhaps we could 
discuss that a l ittle . 

All right. 
I r ealize the Treasury ooint or view, Which is when­
ever t hey ge t ready t o put on countervailing duties 
we always ~evelop some flrst-olass political reason 
Why it shouldn't be done. 

Well, franklY I don ' t know a t hing about lt. 

Well, I don ' t either and I ga~~~~ !~~!1~:;1;;/~~~ 
I ' ve l earned happen~ is ;h~!ry able ohief in Parle, 
o f a field report 0 you u a l ot or t hings . And 
Who has .been t here pioklngth~ th i ng t hat strikes us 
my own point - of course , t o help t he Swiss and 
i8 thi8 : \1e ' ve been trying n their own ooa1 t1on 
the 8v188 likewise t o matiintaiand t o hit them another 
1 t oh and go situa on, n a ou d hit them one, a hard one, on 
oraok- we ' ve alrea y 
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their cash-and- carry through !'arseillea and to 
hit t hem another crack, ot oouree , doee'eo~ewhat 
weaken their neutral position at a time when we•ve 
been rather trying t o -- so t ar as we could, r a ther 
build up the neutrals a l ittle, but perhans we can 
talk about tba t on Monday atter we get thi-ouglt wtth 
the other thing, 

Now, when you come over I ' o going to talk to you 
about this so-called committee or three - tlellee, 
Jones and myself . 

Splendid I 

And I am going t o try and do something on t he 
Colombian debt because I star ted it - - with it. 

Yes . 

But when tha t 1a through, I 1M through, and l'n not 
going to t ake part in any more negotiations wi th 
any countries on the i r private debt and I ' o ~Titing 
~!r . Hull t o tha t effect - t he letter will be in h1a 
bands \·tith i n the hour. 

I' m sure t hat we shall miss you but why anybody 
shoul d joi n a job or tha t kind ia past my comprehension. 
I t ' s ghastly work. 

Yeah. ~Tell , I -- I admi t tha t I was stupid, end I .. ... 

I f elt I -- I very cuch doubt t hat on any 
occasion, Hr . Secretar y. I would •• • •• • · · · 

And • • • • • 

• •• • •• believe anything except that. 

But unfor tunately -- I Just can' t work 
have been worltlng. That ' s the thing. 

vork • •• • •• 

the way they 
I Just can' t 

18 th11 -- reflec t a d.lt­
Well , I -- may I get it -- at it , or ought 1t to 
t erence in t he way they go 18 this ought to be 
be done alonef My t~~i~~ i t ought to do it and 
sett l ed and whoever 
ever ybody alae get out ot the way. 
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You &aid i t and . , •••• 

It you can do it, why t hen I would be i n fa vo r of 
havi ng t his Departme nt drop out and stay out. 

No, No , they don' t Hant ne t o do i t and ao I 
God bless the St a te Dep~ rtment . ' · 

say 

Wel l , I - - excuse me, bu t of cour se I ' m speaking a s 
a Junior her e ann not D ma jor tPctor i n t t.is thi ng, 
but i t t he State Denrr~ent year ns t o ge t i n and 
do t hat by i t selt , I think tr~t the St a t e Deoprt-
ment is plain damn t ool1sh. · 

t:el l , t hey ' ve -- I won • t argue >"ith you ebout that . 

(Laughs) I t !sn•t you that i a atuni d , but they, 
it t ha t ' s it , beceuse cuite trankly thPse negotia­
t i ons are l ong end complicated, end tricky things 
and i t does seem t o me t rPt the t~1ng t hat t h1B 
Depart ment ought t o do i n t hat r egar d i s sta te 
a ny international cons i der ations, i f any they have , 
and then if t hey can find somebody ~1ho i s a good 
negotiator and can trade 1 t ou t , Go<l bless them 
end let t hem alone I 

Well , you • ve got one tnd he 1 a solf-nooi nated and 
he can go t o i t . And th18 le t ter >~i ll be in l!r . 
Hull ' s hand within a halt an hour . 

Well, who ' s the one - Sumner you oean1 

Oh, no. No, no, t he selt- ap?ointed, self-~nointed, 
sel f -nominated is '!r. Her ber t FelS. 

\/ell now look here , may I talk quite cont!denti ally 
t o you? 

Yeah. 

This 
about 

i s ot t t he r ecord here . I he.\e been ~lorried 
t bat s1 t uetion tor -- •~ell , 1 t c omes damn 

near years. 

Yeah. 
d t 8 0 much about t hat 

I ' ve been worri e In~ 1ke fe1 s ~rsonally, 
oause -- I mean, · 

but be­
but I 
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never know what ' s being done and maybe I don ' t have 
to, but I keep f inding out t hings that I don ' t under­
s t and and t hings that sometimes you ought to know 
about, or I ought to know about , or somebody ought 
to know about. 

We l l , we -- we -- !rom information furnished us by 
the St ate Department, we •ve done a time- table on 
what has been done since last November on Bra~il , 
none ot which I knew about, and then t hey' beld a 
pi stol to my head at ll o'clock Thursday and said 
I should agree to something, which I refused to do. 
I can ' t do busi ness that way. 

Well , obviously not. 

And eo I ' m just -- I ' ve written Mr. Hull . I told 
t he whole etory to him and I -- and I ' m out and I'm 
out permanently; I'm tin1ehed. 

Well , I ' m sorry tor that . I' m not • ••.••• 

•• •••• alt ogether sorry that the issue has been made 
because something has go t to happen her e. 

And I can' t work wi t h Psis on the Colombian thing, 
eo I ' m going to ask Kr. Hull while I ' m trying to 
olean i t up to let -- let me work with you on it. 

hall b nly too glad though I-- I •••••• Well, I s e o ~ 

, t ..,_ vo- ar"'uous, because It von' t be -- it won ""' ., tbi and it ' s 
I don ' t know wbe t her ve can do en~ I ~ went t o 
Just th i s one countr y and I -- an 
try t o do 1 t t or the. • • • .. 

We l l I'm entiret y at your service 
' I say' tor your very a1lent • • • .• • 

I • 

It von•t be very •••...• 

tor your -- as 

I I t ry not to route any-
•· · ··· - - s1le~t ear ir because then somebody 
t hing t hrough ~.A. myss ott and bides it. 
t altee t he ball and goes 
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But I - - ! ~ean, I just can't understand how you -­
your doing something on the Brunk and then there' s 
somethin~ done on Bra~il or some other country, 
and you don ' t seeM to know anything about it . 

463 

\·/ell , I can never get c.ny direct informati on from 
up t here . Knowledge is po11er and apparently you ,, 
don't g!ve away any. Thnt oeems t o be the prlnoip&l, 

Well , I ' ll give you t his time-table ~1hen you cooe 
over to scow you wha t was done . I' ll give you the 
whole stor y on t he Bra~ll thi~ ~nd • • . .. • 

All right, sir. I ' ll t all: e bout thBt nnci we ' ll, tao~le 
t hat on !·:one.ay. 

Rlghto. 

I 1 m sorry to have worried you, bu t I ~1ould like to sey 
tha t on the 1nter-AMer1c~n Bank business , nobody 
could hllve been nicer than your Department . 

Nell • • . .. • 

These develonment e with the Federal Reserve ar e t hings 
tha t I th1n.1t' w1ll 11aoh ottt t>nll t hey ' re - - t hey ' re 
na tural. a nd obvi ous -- r el11te t o a point of viP>I , 
but tfe couldn't be happier-- I th1n:c :t •s ))erht>:>e 
an illustr a tion of the way t he thing could ce done. 

O. !C . , Adol ph. 

Excent t hat I wtsh you ' d had your own ::~e.n chauffeuring 
1t instead of me. 

ri v_0u keep ri~ht on. You Just keep You're doing ne. e 

right on. 

Oh , thank you very much. 

Good-bye. 

Goodbye. 

Four- t hirty on !!onclay. 
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You (Gaston) be her e at 4 : 30, too. Th1a 1a 
Wba t he aa1d . He aaid tba t he never can .t'ind 
out what Feia doea. He leta Feia know what 
be doea and he aaya Feia jua t runs with the 
ball and that 1a the end of it , He said he 
can 1 t find out. I like that "aelf- anno1nted, 
aelt-appo1nted, self- nominated." 1bat waa 
pretty good, waan r t i t , just like tha t t 

Without in any way 1mply1ng cri ticism. 
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