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...S.. a.-iUN o...d A:roed 
..... a..au­

.&ppe~a-.t.e ..S lealpaUcu 
11\cllaia, llUl•• 

IID1M4 Stat .. Ooart ot Cu.wt~a, ... torltt 

~. ~. ~:. ~. ~~~~. ~~:.~~~.:.. .. . 239 
Jb'G'Io llaltG' (I .... ! en•) t 

.&ninut. to the Seont&rJt 1"DDl I. -rudua •SpMit 
to - abwt• - 2/l/40 ••••• •••••••••••• •• •• ••• • •• •• 

.&a8001aM4 a .. ...s neotno Coapaa;J 
lluee, Jollll w.' .&ppo!At..ct .. reoeiYV cliecueeed b7 

IIII.Jr ad O.etaDJ Jllllr expl•lne hh earl.J ete~t 
ot ·~to laDe•- ~S/40···············•• • • • • • ••••• 

Jb'er• (IUHu) dieou .... tru.wteeabip with IIILTr - 2/6/40 .. 
a) Decide• to retuae otter - 2/7/40t 

See Book ~ pap 76 
Atlae Powdar Coapu11 

Sea War Ooadi tioolt Purohasi.Dg llielioo (Britieh-Fr~~~~eb) 

- B-

B&lllt Oredi t 
COP( ot -.aldua CiVOD IIILTr b;y lihUe Bouea - 2/6/40 ..... 

a ) CoPT o~ 8-.rd S. Colhan lette.r to J011ea • • •••••••••• 
Bra ail 

Sea LattA Merica 
BuaiAeaa OODditicaa 

Retail Food Priceea Bureau of Labor Statietica will 
rel .. ae aoD~ 1D future- 2/1/40 •••••••••••• •• •• •••••• 

loble (O-rca Dapartllet) prorldea report - 2/1/40 . • •••• 
Baaa -radua oo sltuatica tor week ad.i.Dg 2/J/40 ••.•.•• 

ChiAa 
S.. War Coad1 tiooa 

OloeiD& .&a:r•rODta 
Ilea War Ooacl1. tiooe 

ooan Oaard 

-0 -

.... 

66 

2SJ 
26) 

.48 
165 
217 

Dalq iA delivery ot IIIIJr'e plane diecuaead by IIILJr 
aad Cbalter - 2/6/40... . .................... . ........... J6S 

a) Dbcuaead at. 9:)0 -till& - 2/6/40.... .... ......... J9J 
b) Di-aad b7 Jl&lr ud &11- - 2/7/40• 

Ilea Book ~ pace 4S 
Col'-» !a 

Ilea LattA Marioa 
Oopp.r 

s.. 1ar Ooaditiooer Ita:t.J1 u.s.s.a. 
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Ill de (JlllotluV1al) 
11M llu OoadiUGDa 

1'1JWDd 
s.e War Colld.iu ... 

!'n.llu 

-D-

_,_ 

S.. llu OoodJ.ticoer Fromoe; PurcbaeiD& IIJ.uiOG 
(Bri tiab-Freooh) 

Fulto11 S7lpboa C..~'UQ' (ltlloxrllle, T-•-> 
See War OoDditioner <hoei.D& A&r••••Dt• 

- Q-

a.~ 
See llu Colld.i ticaa 

Gemer, !dward Carl WillJ..aa 
See liar Coadi tica11 Gerun;r 

Gold 
Rotmd Teble tor Treasury diacuaaion plamMd at 

9•30 aeatiDC - ':l/6/ 40 • •• •••••••••••••••••••••••••• 
a) Coobren aaoor&Ddua- 2/6/40 •. •• •••••••••••. • • 

Great Bri t aill 
See War Collditionsr Great Britaill; Purchasing Miaaio11 

(Britiah-Fr&DCb) 
Greeoe 

See War Colldi tiCIDI 

-B-

!laDes, Jobll W. 
See &lao .baooiated Gaa and Kl.ectric CoapuQ-
Saturd.IJ' EYeDilll Poet articler Correepolldenoe betwe811 

editor and HIIJr coo.,.mi.D& r\lllors or 108111 troa 
BaDe:• to tie~- 2/S/J.D •••••••••••••••••••••••••••• 

- I -

lnd1SM 

S.. Taz llftaice 
Irish llepabllo 

See War ColldJ.tiODSI flnlelld 
I~ 

S.. War Colld.itioaa 

239 398 
422 
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Ill•.....,• (Wrial) 
See War Ooad.l.Ucme 

FiAJADd 
See War CoDditl<llll 

France 

-D-

-,-

See l&r CoDditicme: FraDC41; Purcbaeill& llieeiOD 
(Britilh-Preooh) 

Fulton Sylpbon CoapazQ" (Kn<>XTille, T-eeee) 
See War Conditione: CloaiD& Agreeaenta 

- G-

Gezun;r 
See War CoDditicma 

Geener, !dward Carl W1ll1aa 
See War Conditiooa: ~ 

Cold 
Rolllld Table tor Traeaury diseusaioo planned at 

9::30 11eeti111 - 2/6/40 •••••• •••••••••••••••••••••• • 
a} Coohran aeoorandua- 2/6/40 •••••••••••••••• • • 

Greet Britain 
See War Conditiooe: Great Britain; Purohaal.ng Mission 

(Britieb-Frencb} 
Greeoe 

See War Conditicma 

- B-

Banea, Jolm II, 
See aleo Aaaooiated Gu and Electric Coapaey 
Satu.rda,y Eveninc Poet article: Correapondence between 

editor and IIIIJr concerniJI& r\llllore ot loans troa 
HaDel t o He..an - 2/5/40 ••••••.•• •...••.•• .. • •.•••.• 

- I -

Indt•u 

See Tax baeioo 
Irish Republic 

See liar CoDditione: Finland 
I~ 

See liar Conditione 

2:39 :398 
422 

2):3 
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- J-
llook Page 

Jae>ltson , C&r<!Der 
Letter ooacerning Dies Committee .attar- 2/2/40 ••••• 

- K-
K1 tchin, llille 

See Appointments and Resignations 

Latin Jaerioa 
Brazill 

- L-

State Department memorandum to American Embassy, 
Rio de Janeiro, containing •observations on the 
British creditors ' memorandum"- 2/2/40 ••••••••• •••• 

State Department acknowledgment or Treasury withdrawal 
from debt negotiations- 2/6/40 ••••••••••••••••••••• 

Colombia• 
Conference; present: IIIIJr, Turbay, Jar..Ullo, Leylin, 

Wellas, White, Cotton, Gaston, and Traphagen -
2'!<~~~~d~·;;~·~;~~i·~r·c~i~i~······· · · 

considered . ..... ........................... . . . .. . 
l) \lelles offici.ally Wor~~s Treasury of 

aoceytance of temporary arrangeeent -
2/5/40 ....................... . .. .. .... ... . . 

a) Welles~~r telephone conversation -

2.39 

2/6/40- ...... . ......... 0 •• ••••••••••• 

b) Traphagen~r telephone conversation -
2/6/40 . .............................. . 

- II -

162 

186 

288 

7),91 

86 

294 

40) 

408 

Monetary Research, Division of 
Reaua4 ot reports, 7/l/.39--l/.31/40.. . . . .................. 29 

Movies (Treasury) 
•Know lour Money• and same sort for Narcotics discussed 

at 9:.30 .. eting- 2/6/40............ .. ....... . ........ . 417 
Wyers, Walter (Indiana) 

See Appointments and Resignations 
Myers , l'ill1aa I. 

See bsociated a .. and Electric Coapu;y 

- R -
!lagro Eiaployees 

IICReJDolds asks IIIIJr to talk to hia caooernin& problea -
2/6/40- . . .........•..... . ........ . ............... . ... 0. )6) 

Oelaner, !d-.rd Carl l'iill1aa 
See l'ar Conditione• ~ 

-o-
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- p-
Boolt 

I'OrUaDd c-t ec.s ""' 
11M ,.,. lnaiaal Iad1-
~D1•h1• 

lledwst.t. ot foroes C..-ittee repone to Blllr -
2/6/40 •••• •• •• •• •• ••••• •• •• •• •• ••• •••••• • ••• •• ••••• •• 239 

-R-

a.eMZOII and 8\eUat.ioa, DlrlaiClll ot Re...., ot reporh, 12/28/39-1/31/40 • ••••••.••••••.•••• 
Roper, lluliel 0. 

See lar 001141tiona: PurcbaaiD& lliaaiOil (Britiab-floencb) 
Rose Gard11111 (Tr .. Wl7) 

Disouaaed at 9:30 ... ting- 2/6/40. .................... 391 

-8-

StabillMtiOil P'UDd 
Annual ... port tor rDR- 2/6/40··· · ····················· 312 

Surplus eo-oditlea 
llheat Export Sales, et cetera: Rue -.,rendua -

2/l/ 40 ••• ••• 0 •••• 0 ••• 0 0 •••• 0 0 •• • •••••• 0 • 0 • • • • • • • • • • • • 50 
Swed• 

See le.r Conditions 

- T -

Tax EnaiOD 
Indiana: 

IIIUr and BeheriJI& dlacuas adnnta&u or baYing 
1Anat.1ptoey work done b7 attol'De)'a ot General 
Couooel1 e ottice or 1Aveetiptora rro. !reT's ottlce -
2/1./40 • •••••••••• ••••• •••••• • ••• • •• • ••••••• • ••• • ••• ·~ •• 

o.5.S.R. 

a) Conference; present: HIIJr, Gaaton, Fol8)', 
BelveriJ>&, Graves, Ire:y, Sullivan, and LeaUng -
2/6/40. e e • • * e e e * e e e * 0 e * 0 0 e I 0 e e . e e • o o o * *eo o e e e e * 0 0 

1) Portland C..Ot pricea b7 atstea -
J &D\I..a.ey', l9J9 • • • • • • • • • • • • • • • • • • • • • • ••••. • . • • 

- 0-

See •ar OOildltiODa 

- v-
V!A--Tru.ell .tot 

TraelllllT beue aa .. e=+wnt baa b- tentetinl.T approved 
bJ eo..s.t.tHJ oppoaaa &MD"-eat - 2/1/40 .• ••.••• •• ....•• • 

a ) Cow -t to .ldieOD (Secreta.,. ot •Y7l ••..........• 
b) Sobwe.ra -ol"&DDbba ""' into.-tiOD n.oeived rro. 

a.e s-. pii!Well • • • • • • • • .. .. .. • • • • • • • • • • • .................. . 

26 

269 

279 

1)6,137 
1)8 

139 
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War Conditions 
Airplanes: 

-. -
Book 

.Elllplo)'IDeot iD the e.villtioo manufe.cturiog industey: 
Haas me.orandum- 2/1/AO .......... .. ........... 239 

Emergency Supplemonte.l Approprie.tion Act: 
Analysis of airplanes estllllllted for and 

included in- 2/1/40 ••••.. •••.•••.••••.• .• . . • 
el billica Allied Purcbases: Effect on American 
aeon~ (•bite aeooraodum)- 2/5/40 •••••••••••• 

lfrigbt Aeronautical Corporation (Paterson, New Jersey)! 
Plana for new building to oeouw eight city blocks -
2/5/1.0 ••••••••• 0 •••••••••••••••••••••••• 0. 0 ••• 0 ••• • • 

American Securities Owned Abroed: 
Conference ooncoroing vesting of aecurlt!Gs of sJ.xty 

American corporations in British Purchasing MissionJ 
present 1 W.&Jr , Gifford, Pin sent , Bell, and Cochran -
2/6/40 ...•.....• 0 0 0 • • •• • ••••••••••• 0 ••• 0. 0 •• 0 •• ••••• 

China: 
TiD: Chen reports to II.I!Jr on first ste.P in plan for 

monthly abipments of 800 tons- 2/6/40 •••••.• ... •..• 
Closing Agreements: 

fulton Sylpbon Co2pany (Knoxvi.lle, Tennessee): 
Helvering report- 2/2/40 •..••.••.••••.......••••••• 
For report of 2/23/40, see Book~. page 172 

Copper: 
Exports of to Italy- 2/l/40 •.••.•••.••.••. . . .. . .. ••.• 

Diamonds (Industrial) : 
Re-exports or - llhite memorandum - 2/5/40 . •••.•••.••• 

Economic Conditions Abroad: 
\'ihite m.eJDOrandu."'t - 2/1/40 •.••••• •••••••••••••• .••.••. • 

Exchange a&rket resumd- 2/1/40, etcetera •.••.•••• . ••.• . 

Finland: 
I! loan fails, HUJr considers suggesting that Procope 

"aake an offer direct to the people in Onited States, 
France, and Finland" - 2/1/40 •••.••.••. . •• ....... ••• 

a) ilonner in which Irish boruls were sold in 
1919-1920 ••• • ••••••• 0 ••••••••• 0 •• 0 •••••• 0. 0 •• 0. 

France: 
Coaweroial agreement. concluded between France and 

Greece - 2/5/40 . ...... ........ ... . ....... . .... . ...... . 
Rueff discuaaion of economic and finanoiel proble!lls 

of total nr - 2/6/40 •••••• • ••••.•••••• ....•......•.• 
Ce l"II&&DJ': 

Shipping of goode to Cer!aeey via other countries: 
OelSDer (Edward Ca.rl 'iiilliu) arranging - 2/1/40 ••••• 

Great Britain: 
Dollar Requirements: 

~emorandum received from Pinsent- 2/l/40 ••••...••.. 
a) Copy transmitted to FOR- 2/6/AO .•.....•..• •••• 

Pereonel message from Chancellor of Excheq~er -
2/6/40 .••.••..• .• •..• . ••• 0 •• •••••••••• •• •• •• • • 0 • •• 

a) Copy aent to FOR .... •••••.••.•••.• . .•• ... •. .. 
Revioed text of paragraph 2: See Book ~ page 156 

a) Cow to Hull: See Book~. page 178 
b) • • llhite: See Book~ pege 183 

Page 

71 

72 

207 

229 

295 

172 

135 

242 

55,103 
1,190,198, 

215,424 

5 

159 

248 

353, 428 

63 
308 

373 
305 
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1ar Con41t1ona (CODti.lwed) 
Oreeoe: 

- • - (Contima.cl) 

c.-ercia.l agreellellt CODCluded between France and 

Book 

Creece- 2/5/40 •.••••••••••••••••.•.•••.••.•••..••.• 2)9 
Ita1r • 

El<porta or copper to - 2/l/ 40 ••..•.••.... .•••. . .. . ••.• 
El<cbuie ~Just&ent: Coni'i dential circular isaued by 

I t alian Foreign Exoh&nge Institute- 2/l/40 ••••••..• 
Purchasing lliaeion (Brit ish-French) 1 

Atlas Powder Coapany: Proposed agree~ent between 
caapany and British Purchasiog Coaaission- 2/l/40 •••• 

France: Eatiaate of expenses in United States - 2/l/40 •• 
Roper, Daniel C.: Purvie metOOrtu>dua concerning numerous 

letters addressed to Ca.aission- 2/3/40 • • ••••••..•••• 
Great Br itain: Conference concerning vesting of 

securities of ai~ Aa~iC&ft corporations in British 
Purchaaing 111ssion; preaent: IIIIJr, Gifford, Pinsent., 
Bell, and Cochran - 2/6/40 ••••.••••••• , •.••••••••••••• 

Sacuritiee llarkets (High-Grade): 
Current Developments: Haas m8110randUOI - 2/6/40 .•••.•• .•• 

Shipping: 
Situation reviewed i n Harris -oraDdua - 2/5/40 . • •• . ••. 

Strategic llateriels: 
Quartz Crystals: Re-exporte of - (Y,bite memorand=) -

2/5/40 . . ... 0 0 •• 0 • • •• 0. 0 •• 0 0 0 0 0. 0 0 •••••••••• 0 ••••• 0 • •• 0 

Rubber and Tin: Treasury answer to letters from 
Noble (CoiiiDeroe Department) concerning re- export s -
2/6/40 .... 0. 0 •• 0 •• • •• • ••••••••• •• •••••••••••••• • • 0 0 ••• 

a) Discussed a t 9:30 meeting- 2/6/40 .... .... • ...... 
Tin: Chen reports to IIIIJr on first step in plan for 

monthly shipments of 800 tone- 2/6/40 ••••••.••••.•••• 
s .. den: 

El<port credit for financing purchaees in United States: 
Swediab Legation sends Treasury a copy of letter 

given to Jones - 2/2/40 •••.•.•••••.•••••.••••••••••• 
U.S.S.R.: 

Sbipaenta to - 2/l/40 ••••••••••••••.••. . ... •..• . ... ...• . 
Glasser -orandua on trip concern.ing exports - 2/l/40 •• 
Rueeian Gold, lliot Receipts ot: Yibite maaoraDdua - 2/l/40 • • 

a) Letter to Vandeaberg - 2/8/40: See Boot W, page 166 
.Aaerican &oba.esy 1 llexico City 1 "--orandua conceroing trans­

abipaent ot car&o at llanzenillo for Vladivostok -
2/l/40 . .. 0 • 0 ••••••••••••••••••••••••••••••••••••••••••••• 

Ooaamer ThOIIlpaon•a IDec:orandWI in regard to investigation 
ada at Hew York discussed by Oocbrua, Puleaton, 
et cetera - 2/3/40 •.•••••••••.•••.•••••.. . •. .. ... . ••••••• 

Copper: Reloading at llaxico Citr tor Vlad1Yostok; t hen to 
proceed over tra.n~ibarian railroa.d to Gerii&IIY -
2/S/40 ......•... ... .... . •.. . ............... . ...•........ . 

llo~ua CoDcentrat.ae, Copper, Braaa, et cetera: 
Export.• or - -.u. __,.,,. - 2/5/40 ••••••••••••••••• 

248 

135 

146,241 

lll 
52 

201 

295 

380 

227 

238 

264 
396 

)89 

174 

1)0,1.)1 
132 
134 

158,188 

194 

226 

2)9, 240 
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l'ar COIIditioa. (Contillued) 
o.s.s.a. (Continued) : 

- 11 - (Contillued) 

TreeaU17 asks 'Ohite House to reii\IIM copies ot reports 

Book 

of A8torg purchases in Dnited States- 2/6/40. ..... 239 
a) l'lbite reports "no record" - 2/12/40: 

See Book ~~ page 387 
b) Gastot1 tells l!l&Jr be baa ascertained 

reports cue frooo Haval Intelligence 
and ! ray is arranging for them tc be 
continued - 2/14/40: See Book z.t.!, psge 23 

Gaston memorandwo concerning shipment of five 
Ylright cyclone airplane motors - 2/6/40 •••..•.••••• 

a) Embargo angle discussed at 9:30 l!l8at1Dg -
2/6/40 ........................ . .... 0 0 ••••••••• 

Page 

310 

311 

419 
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1 
TREASURY DEPARTMENT 

DATil ,...._,. 1, 1 gllo 

CONFIDENTIAL 
A IMU... of..- \bAa \w o•h 1a tho ohrllac ra\o-. \odqlo foa\an 

1A tho fon!ca ez=hnl'l arlen. U\er opeaiJIC a\ 3.99-1/4. o\erliac-. aoter 
p ruiQI'o all 4q u4 roaoW a low of 3·97•1/1 a\ \ba oloM. 

laloo of 11>o\ ohrl11QC 'tv' tba four ropor\lJIC 'llallb \otolool ~16,000, fra. 

tl» followlliC -•1 
., oa..erolal ooDOera. •••••••• ••• •••••• • ••••••••••• ••• • 157,000 
:ar f orof41a 1laalao ( a&ropo u4 Bo.U. Aamoa) • • • • • • • • • • • lo 259,000 

to~ ...... " lu6,ooo 

Pllrobuoo of opo\ ohrllac -=tool \o 1.317 ,000, •• bdlca\ool llolowl 

., co.a.rolal OODOera.•••••••• ••• ••• •• •• • ••••••••••••• ~ 212,000 
:IF forof41a 1laalao (a.ropo &lid. hr :lao\) •••••••••• •••••• lo 1()5,000 

!o\ol •••••• lo 317,000 

!ba Wlnal 01_,. laJIIt roportool \bat U ba4 ool& ooUoa 'blllo \o\ol1111f 
loll,OOO to tho llriUM OoA\rol Oil tho 'buh of \ba otflclol rato of 4.~·1/2. 

!ba other 1111>ortall\ CI'Qft'OII.Cioo clooool u followol 

h~f'rODOO 
h114 .... 
Moo frODOo 
'lelpo 
OuaAiall 4ollaro 

!ba hlanl laoarn :1u1t of low York 'bc'QC!d 10,000 p114oro f or accout 
of \he :1u1t ot :r..tna. 

Wa palhee4 $1,012,000 1a pU troa \he MnOft:ll& _ _. of \he 

la\1eaal ~ of I e•e. 

We ..U $215,000 1a pl& \ o \he laUOMl :lult of ~- \o loe a44o4 \ o 
1\o ouwbl. •• ~ oat. 
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2 

-2-

$J28 ,000 troa 11141&, ohipped 'b7 ~he eo.ptou Iatl~ 4°:1oca.pte b Pane, 

Jcabq, t o Ulo Cbaoa Iatloeal :a..!<, :lev Torlt. 

77,000 froa Oa*a, ehippM 'b7 ~he llaak of Xontreal, Ot~a-, t o 1h 

I IW York ~- for account of the Ore4U Su111a, Z.U.1ell. 

111,000 troa C.....s&, oblpped 'b7 ~he llaak of Xontreal , Montreal, to t he Cha11 

.,.,---:--:- I!&Uoeal :a..Jt , r ... Torlt . 

$419,000 !o~al 

'l'beae eh1pm1Dh will 'be oo14 to the U. s • .A.aaq Ot'tlee at lw Torlt, 

!'he State Doopartment to~e4 ~o uo a cable otatlnc that S..llo81 Noa\acv. 

and Caopa.a:7, Lon4on, -• eh1pp111C $112,000 1l1 &<>14 to Ula !enlcaro !ru\ C '' ,.., 

l!ev Tort, tor aalo to the U. s . .A.aoq Ottlee. 

On fUrther loeal cpeeulathe ~. tho Lon4on t1z111C :J)r1CII t or 111.,... 

cont1nue4 ~o recOYer. !he O:POt o.u.otaUon vao 21-3/114, up 3/SA, and tho 

t orvarc! :J)rlce vao 21-11/164, up 5/164. !he U. S. equhaliDh v era 39.011 

and 38.121 recpecUnJ.T. 

!he l!aDbq oUTer quotation -• unc:hancetl. a t .., oquh aliDt of llo.16f. 

~ en4 llarman'• aJl4 t he freatur7°1 !"'1CII t or tarolp oU nr vero 

alto unelwlpA at 3~3/41 and 351 recpec~hal.T. 

Ye aab e1f:bt pureh&a11 of o11Yer t~aunc 800,000 ounc11 1ZII4er t he 

SUnr !'urchall .Act. 0t th11 ....,unt lf5o,000 OUIICII r epreoented Ialii 

trOD 1n,.ntory b:r tvo rat1D.iiiC eollp&D.i11, and Ule recaiD.iiiC 350,000 o.....,., 

conahted of ""' !"'o4uctlon t roa torel.p countrleo, t or t orvar4 4111.-ery. 

Ye alto pu.reh&oed 300,000 OUIICU ot t11Yer troa t h e J&Dit of CaM4a ..-er 

our recular aonthl.T acr-•nt. 

CON f- ~~a:.:..·~ · · JAL 

Regraded Uclassified



STRICTLY CONF IDENTIAL 
TREASURY DEPARTMENT 
INTP OI"'"'Cil COMMUNICATION 

DATa l1brc&U'7 1, 19'10 

noHIIu Warrea, of Mr. M"oeHIIlth1 o offloo, oo.lle4 - 'bJ tel.,hoM 
thla foro._ •o ctn - tho oorr.ct .._ of tho ho41rlcblal wbo lo n.a­
poctod of dlreouac oortalll ~ ohlpplJIC oporaUono froa •ow Torlt 
aM poool\l7 ciYl"C 1118\NOilOnl to O.raz> ftllllo , &a well a1 rou.Uq 
coodl to O.IWYIJ' Yla other 001111trho. In u earlier 1111101'&114Da I pn 
thlo - ao 10...,.r.1 1'ho oorroct ....., h nov f011114 to bo 14'10111'4 Carl 
V11Uea Oolaur, fhlo au h u .A.orlo&D olUson, bon ill W)'cooltl, 
Poled. .. .,ue4 la Parh for a roaowl of hlo pauport oa April 1, 
1939· llo to oa14 •o h&Yo beoa oo=eoh4 vlth tho Baaburc--Aaerloaa u,. 
In l ev ToJ'It, aa4 lahr vlth tho Ualte4 Stato1 llarlpU011. CoapeDT. coluor 
11 boUon4 \o han beoa 111 touch vlth tho O.r.azo lbwr Col-wo whlll 
thlo ft l lll -.o at Tora crus. 

Mr. Varrn 'ol4 • fUrther that t he State Dopartao11t plall.llo4 t o Ito., 
Vlco Oo111Ul •o•l on dn\7 at M•n•anlllo ao long at tho German frolchtor 
II&Yilaa4 1o thoro. Ia 'hh coanoctlon, tho State Doparta111t 1o ltloplnc 
traolt of tho .o ... onh ot IIYoral Oerman Ylllllt along the Weot Coaot of 
Kostoo, 

I lot IIJ', Warren lalow that our t-e1Uptor1 had bean buq in low 
York, kt that no report had 71t been nbaH\14. .. ••--"' 811siou.t t o 
arrange for u:t -••MJT oooporaUoa on tho part of the State Depart-\ 
lneofar ao .., la'ftoUpUoa 111. Kastco 11 rocpire4. 
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GROUP MEBTINO Februa~ 1, 19,0. 
lh~ a.m. 

Present a 

H. K. Jr: 

Thompson: 

:S: .K. Jr: 

.Bell: 

H.U. Jr: 

.Belli 

H.M. Jrl 

.Belli 

.Belli 

Xr.Bell 
Mr. Graves 
Mr. Haas 
Mr. Foley 
Mr. Cotton 
Xr. 'lhompson 
Mr. Harr1.s 
Mr. Cochran 
Mr. White 
Mr. Gaston 
Mr. Schwarz 
Mr. Sullivan 
Mrs Klotz 

Horan! 

I have noth1.ng. 

DanT 

We are still holding the P1.nnish payment. I am 
wondering it we shouldn't take some act1.on on 
that, cover ing it at the Treasury. 

Oh, I think I would wait untU thl.s leg1.alation 
goes through one way or the other. 

Apparently the legislation isn't go1.ng to affect 
that pa,..ant anyway, 

I think I wou.ld wait. 

You asked us to make arrangements so that we 
could study both the Congre1111ional matters and 

press matters. 

Yea • 

The answer is, we appo1.nted a oo-ittee ot 
llr. ~on, Harr;r Whlte, Chlck Schwarz, to 
meet right after this meet1.ng ever;, mom1.ng and 
eo over those things. It is still a matter or 
Judgment aa to Just what 1ou should do at the 
t1.me the atat-enta or speeohea ara JUde. It 
ma;r be thet attar we decide that we should do 
no~g at the t1.me, subsequent develo~nta 
ma;r require u.s to do so•th1ng, eo that our t1rat 
jud191111nt may not be correct on that. 

4 
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Well now, there 1a just one thing. You have got 
this bi g legislative section or lawyers looking 
through the Record every morning. 

We get their --

Larry Bernard baa been. 

He hasn't been, but v~ thought we would have 
him, but we do have hia alipa. 

I think he ought to be there . 

He will be , after this . He hasn't been, up to 
this time. We do have his sl1pe and Chick Schwarz 
gets out t he s~e k ind or information on the 
press that Larry gets out on tha Record. 

But you will have Larry Bernard on it? 

Yes . 

Good. And then you are going to look up for ma 
how Mr. deValera, of the Irish Free State, sold 
his bonds. 

I have already looked into that. 

I teal that if we are unauoc:eaat'ul on the Hill in 
getting any legislation, I am thinki.ng or recom­
mending to the Finnish Miniater he do what 
deValera did and make an otter to the people 1n 
the Uni ted States and in Franca and Finland to 
subscribe. I think you have got a good organi­
zation , I think he could sell $25, 000. 

I thi.rtk ha has already started that . 

Bas bet 

It is Pat Harrison' s idea that they would have 
a Congreaa1ona.l resolution suggesting t hat and 
saying t hat if t hey did it t ha t it would not 
be 1n conflict with the Neutrality Act . 

Well , they don' t need any Congressional Act. 
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I don't know, woul~ that be coneidered un­
neutralt 

Well, let the laW)'era take a look at it. 

Wouldn't the banlu be apprehenehe of buy1na 
them without eaneth1ng like thatt 

I should think eo, and that waa Pat1 a idea, 
that the national institutions wouldn 't bu7 
them because of the Neutralit7 Act. 

I wasn't thinking of the banks. 

'l'b87 would get them e·ventuall7, 

I wasn't thinking of the banks , but somebod7 
take a look at it. I personally think that 
the sooner he makes up his mind to go that 
route, the better, for h1nt. I thillk he would 
sell a lot if he handled it well. I think he 
could sell 25 million. 

~e organi&ation is 

deValera sold ten. 

No, he would never sell 25 million, )fr, Secretarr. 
It he bad aome kind or a lotterr arrangement 
attached to it, he 1111ght --

If deValera could sell ten --

But the Irbh Govel'DIIl6nt is a lot s ounder in­
Yestmmlt, 

Oh, the Irish Sweepatakest I am talking about 
deValera, When he aold 10 million dollars, there 
was no Irish Govermaent. Be just went out and 
•old theae th1nga to finance a reYOlution. u 
I right, Dant 

Aa I recall, that waa the offering. I think he 
sold close to that figure and the7 han all been 
paid orr. 

Do 7ou re.a.ber itt 
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Harries 

Sulli van: 

!!arrha 

ll .l!.Jr: 

Sullivans 

H .~.Jr: 

Bell: 

B. M. Jr: 

Bell : 

B. li . Jr: 

Bells 

Pol 871 

H. li:.Jr a 

Polera 

-. -
I Juat t&intl;y remember that it waa ao:~~ething 

al.ong the linea that you deacribed. 

'lbere waa no Govel'DIIIent . 

I thoUS)lt there waa more than that. 

I should think Ed Pole;y would know about it. 

He pai d them all ott • . 

Yea, that ia rignt . About four ;years ago. 

I am talking a bout the iaaue b e sold to finance 
hie revoluti on. Bell 1a looking up the hiator;y. 
An;y thing else, Dan t 

The bankers will be here Friday, that ill tomorrow 
morning, and I take i t the lawyers, at l ea st 
s ome of them, will be here at the same time. 
I don't know whether ;you want a general con­
ference or juat - you said to have them d.rop in. 

Bring thsn up to date and tell them what you 
a re doi ng and get their advice. I won' t be 
here . 

Oh, ;you won't be hereT 

No, I am going up tonight w1 th the President. 

I see. Well , i n connection with that conference, 
if we have one with the Federal Reaerve people, 
Leo suggested a small conference, not one of 
these big room 1'1111 of people conferences. Get 
them around the tabl e for the tirat conference 
on this program. Ed knows that crowley agreed 
wi th the program that we have dra-. 

I think i f we are going to have a meeting at 
wb.icb we will set torth our program, we s hould 
do it betore CUahing geta here on Kondaf• 

Sure. 

U we are not going to l».n the aeeting, that 
1a eomething else a g&in and I think we juat 
better ait tight until Cushing gets here, but 
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I think the advantage ot having a .. eting - the 
point 1n favor ot having i t before be geta 
here --

Cuah1.nJ will be here on lfonda:r·. bo.t he haa 
aaked or a poatpon-nt ot the appo1nt-t 
w1 th Delano until Tueada:r. He haa aome other 
bueine•• on Monda:r . 

Well, thoee people 1lbo a re 1n favor of our 
ehow1ng the Federal Reaene our m1n1mum require­
menta !eel that we ought to do 1 t this week, 
see, Do :rou have an:r doubts about that? 

Jlo , I think i t is just a -tter of atrateg:r, 

Well, Ed, sit down and talk it over with Dan 
and get up to date on 1t, will :rout 

I have gotten up to date, I spent :resterda:r 
attemoon on it. I think that Whitne:r Se:rmour 
would like to have the meeting before the time 

l when CU8h.1ng geta here. 

Well, I have got an almost 1mposaible da:J • but 
1f :rou fellows want to see me today, :rou had 
better talk quick. I don ' t know 'when I will 
do it. 

Jim Landis can 1 t get here until Saturda:r morning 
at 11:00 o 1 clock. I don ' t see an:r rea eon tor 
h.1m to come down. it you are not going to be 
here. 

Jlo. 

And Eddie Gr eenbaUIII --

He Will be here tomorrowt 

He 1r1l.l. be hare toaorrow. Lloyd Quoriaon 1e 
ooming down tor the Bouse investigation ot 
the Labor Relatione Board, 

Well l ook, eta:r behind a few lll1nutee after th1e 
.. eting and let'• get down to bra•• t acks on 
thia. 
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Graveaa 

' 

H, !II, Jra 

Graves: 

oraveu 

H.!l.Jrz 

Grave at 

H.II.Jrz 

White a 

White a 
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I have had ·~ prel1alna17 reporte boom t:tw 
man I aent to Indianapolis to look into tbia 
State Procurement attica situation. T.bia 
man aa;ra tba t be baa found noth1na tbat 1n41oatea 
an;r dieboneat,. on tba part or our people. 

Oood. 

It apparentl;r 1a a Cl'lllat1on ot· our bav1~ bean 
aakad to bu7 a particular product accord1D& 
to apec itioationa provided b7 the Works Pl'ogreaa 
Admilrl.a tra tor. 'l!ba t anal• we are explorina• 
~re m&7 be some ~roper restriction ot 
apecit1cat1ona there tor which we ware not 
reaponaible, Before ;rou go a_;r, I tbillk I . 
should have a tew minutes to diacuaa tba Pro­
curement Division situation with ;rou, generall;r, 
We are goina to have to drop between now and 
the end ot June somewhere between :550 and 500 
people over there on account or tbe appropriation 
e1t\at1on. 

Well , next week. 

I would like to have ;rour approval ot ou.r program, 

I would like to aee it, 

At ;rour convenience. 

An;rtb1ng elaet 

No, 

Barr;rt 

'Jhere are several tb1nf 1n connection with 
strategic -teriala an ahi~nta to Rwla1a, 
and it ;rou ba ve tiJDe either toda;r or to1110rrow -
I will -1t. 
I have got a ~ttee aet up on th1a boat buai­
neaa, atoppina at lfanzanilla, 

'1'1». t 1e tall: en oare on 

Yea. I _an, an;rth1na that baa to do with 
MansanHla, t:twre 1a a ~ttee with Bal"''ia. 
Rigbtt 
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Well, Herbert Gaston and I have been worklns 
pretty closely on it. 

Yea. SO 1t there 1s &n7th1ng on that thing -
as I UDierstand, this thing they have been 
doins down 1n lllanzan1lla - this is What I 
got frcm the Enelhh, Herbert. This 1a what 
they think it 1a , tba t the Ru.B aian1 were 
arraid that we would put on an embargo on 
copper. 'lhererore, they shipped a lot or 
copper down to Kanaan1lla. These boats pick 
th1a copper up down there and then go on their 
way. That 1s what the English think. 

Kr . Glasaer ~s up at the dooka 

That 1a ltlat the Engliah think. 

Yea. They knew immediately what it waa . 

I think they are probably right 1t we extend 
it. Glaaaer waa up to the docks and he aaw 
that the material that ia 

Louder, Har17, will youf 

The material that 1s going to that port h eo 
large and it 1a ve17 - it would be ve17 unlikely 
that tney lave rac1lities ror handling it and 
he thinks that what they are doing 1a just 
getting it out or the count17, not only oopper 
but eve17thing the7 poaa1bly can, because the 
docks are loaded up. There is apparently a 
scarcity or 8h1pe gotns to Russia and they don 1 t 
want to leave it 1n this oount17 because they 
are probabl7 afraid they ma7 not be able to 
get it out ir the7 dela7 too long, 80 they are 
8hipping everything the7 po8a1bly can to the 
Kexioan port. 

In ra1rnes8, though, Herbert, to the Ruaai&nl, 
you muat remember that the mines that :r.n 
acroaa the North Atlantic to Rueda have lad 
to d1aband 1 oan •t go throus!:l that &one, eo 
that now they go aroUDd by Vlad1voatok and 
you ought to wigtl one apinat the other. I 
don't know that there ia any •ore FinS now 
than want rormerly, exoapt it i8 go1.ng through 
a different route and it m1gtlt be a little 

10 
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more oopper or aome other -terial that ia 
go 1Dg to 1'W&l'd. 

Yea, they are puahing th.e llhipunt trom thia 
countr7. 'lbe7 are uai.Dg American linea to 
get them down to JUn~llla aD4 then moving 
them when the)' can trom llanzan1lla. 

They are working day and nigllt on 1t, 

The;r have got a boat ever;r 15 da;ra. 

They have aent Vice Conaul. Noel down there now, 
ao be 1a going to be on the s pot, 

At llanzanillat 

Yea. 

And it i .e poaeible 1n n\B8rous _,.. to - pro­
bably you alread)' know - to dela;r those ship­
ments intel'lllinably 1.1' )'OU want to, but there 
are some other matters that Purvis raised, 
Whenever you are read;r. 

I doubt i.t I can do anything toda)'. I have 
got thh Colombian thi.ng. 

ThBre 1a no hurr;r. I will juat wait until I 
hear trom )'ou. 

Unless it ia something ;rou want a decision on 
today, 

No. 'lhere -s a note in the Journal o.t' Collllleroe 
(Januar;r 31) on the Ruaaian gold aalea. You 
m&)' have seen it, U you ha<:.ran' t, 1 t 1a ver;r 
good. 

llo, I havan't aeen 1t, I never worked eo hard 
to dig the gold out or )'OU tellowe. K)' heaven•, 
what I had to go through -s a gold-digging 
proceae to get those atatiatica. 

Wbat at atiat1oat 

The gold atatietioa to Ruaaia. It took .. 
three da)'B to get thea. 
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I don't know who ,-ou a eked or where. We 
ooul4 pt th- to ,-ou 1n tive m1nut... :ra­
porh ot gold .f'loom Ruee1at 'ftle;r are al.-:r• 
available. 

It ia a eeoret trom llr. Bell. 

I kept them eeoret trom Jlr. Bellt 

Somebod;r did. 

Well, the wires got oroeeed a0111ewhere. You are 
talldng about Ruallian gold or gold from RuaaU.t 
They are two dit.ferent things. 

On the messenger' e desk. 

I aee. 

Youre or mine, Dll.nn7f 

.A.ll right, &rr;r. 

There ie one of the mattere that came up •t thia 
lOaOO o'clock meeting that D11.nn7 Bell apeake of 
on Canadian currency that Americana seemed to 
be pa;ring more than 11 cente tor thl!lll 1n certain 
retail stores, et cetera. The thought wae that 
you might be aeked about it, 1n 'llhieh caee ;rou 
might want to know that --

Well, Chick Schwarz 1a tull ot it. 

Be -s the one who raised the question. 

There 1e also the question that if they come 
down again Jou might want to take that up with 
them, because we are alwa;ra getting quite a 
few ccapla1nte tl'OIII people eo claim the;r are 
being cheated. 

It 1a a prett;r hard thing to control, to tell 
the atorekeeper to charge 15 oenta inatead ot 
11 ccta. 

Bare 1e thia -· You might be 1ntereated 1n 
lcnow1ng there waa a e8lll1nar at the Bl'ookinga 
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Inat1tute, at which there were eo- ve1'7 00111-

petent pereone, 1nolud1nf two men 11ho belpecl 
write that book, •'!he Oo den Avalanche, • which 
came out about two acmthe aao and which the 
tbeeia wae verr aevere cr1t1oie• against our 
sold pol1or and that all the -n preeent, with 
tne poaaible exception ot Walter Gardner, ea1d 
that tne book waa det1n1tely 1ITOJl& 1n 1te 
reaaon1ng. I thouSit you llight wnt to know 
that, beoauae there -· a aood deal ot tavor­
able comment on the book 1n quartera that 
don't really underatand the problem. 

One ot theee daya you are aoing to give 1118 -

Yea, I will concentrate on that. 

I think we need a book, BarrJ• 

I think we need something. 

We will get aomethina out on that. 'Ibis book 
might be mentioned to you and I thought you 
might know that --

What elaet 

'!hat 18 all. 

You will be interested to know that rq talk in 
Bew York was verr well received. Thank you tor 
your aaeiatance. 

Baa1lt 

'!here was a b1ll introduced by one ot the Con­
g1'8811118D fiooa Florida, the erection ot a new 
ClatCIIIbouee in ws..s, with a propoeed ooet 6t 
$750,000. I epoke with h1a and he ea1d he 
d1dll't know &nJthing about 1t. Be had been 
aaked to introduce 1t bJ the junior s-tor 
trom Florida. I talked with hia and pointed 
out that we had a new Cuatcab.ouee at Jl1am1 and 
he expreaeecl great eurprhe, eo that 1e where 
that ended. 

Llke a holdina oompenJ• 
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'l'beJ want two Cuatomoueee to grow 11bere only 
one grew before. 

I only tell that ae a -tter or intereet, 

I am so rJ:'7 • there fte another thing that I 
have to take up this morning. There were 
two pointe or difference which developed 
between the Federal Reserve Board and us. 
We had ho long meetinge and it baa come to 
the point, I think, where we will have to 
ask ,our opinion on the -tter, I can raiae 
it here or you can indicate a time tor it, 
11b1chever you 11Jce, 

Well, we will see. We will see how we get 
along today, 

The:y bad a eemihar yesterday. 

Basil, ie that Spitfire on ita way nowt 

That English chap came to see me yesterday and 
he was to go back and call me and give me in­
structions, They haven't come yet, but it 
1a all read:y to go. Did you have a chance to 
read that memo on eh1pping tl». t I ge. ve ,out 

No, 

One or the intereat1ng reaturea 1n that memo 
1a 1hat t he French today have co-deered 
50 percent or all apace on ah1pa 1110vina to 
Prance, no -tter 11bose they are, Horweigane, 
or what. It you w.nt to llhip to Prance, the 
French Government reserves 50 percent or the 
apace tor their own account, 

Prom their own standpoint, that 11 aene1ble. 

Tea, and I think it will probably eDd up 
a h1mdred peroent, But it will only eDd up, 
aa I pointed out to you orig1n&llr• that these 
warring nations will direct exact y what pur­
chaeea they want in th1a oountJ:'7 and will 
onl7 1110ve the o01111110d1 tbe tl». t they need the 
1110et, The others, they will leave beh1Dd, 
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George? I want you to know that George 1a a 
machine tool expert now. 

There 1s the avi ation thing. 

Thanks . 

George, what happened after I lettt 

They went down to the conference room and 
didn't take very long. The three engine manu­
facturers gave th.e machine t ool people the 
orders which were really producing the log 
jam, the bottleneck, and then they ar~ going -
the ms.chine tool people are going back and 

going to get in touch on the phone in Cleve­
land with the particular machine tool manu.­
:facturere and they are going to ask theee 
people to oome to New York Monday. In New 
York thO)' are going to work out thie program 

and come' b ack and see you Wednesday. It 
went along very smooth ly. 

What we a.re doing here tor them is, we are 
getting the airplane engine people tor the 
first time 1n touch with the machine tool 
people and all we a.re doing ia on existing 
orders they now have on their books, '!he 
orders that you have seen eo much about in 
the newspapers , the bi llion dollar order from 
the English and the French, there i s no such 
order, and it may co:ne through but it - take 
a concern like Pratt & llhitney who have on 
order s even hundred different tools to take 
care of the existing business . They have 
only been able to get delivery of' a h~mdred 
and fifty . They are going ·to thos e tool people 

themselves and take a look a t their books and 

see Where the tools are going and then they 
are going to set up, on their own accord, 
pri ority. I t h illk 1n a week or ten days that 
we will have done a job which will be very 
helpful to the engine manuracturere . 

It ie interesting - the figurea which we haYe 

been a bl e to get and which I don ' t think 
anybody had before. George baa gotten tham 
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together. Last December there were 24 1 000 
people working 1n the airplane f actories in 
the United States and this December there 
are 52, 000. In the airplane motors , there 
were 6 , 600 and this December there are 12, 000 . 
It was fairl y constant before that, so in 
both the airplane and engine companies, there 
has been just double the employment. I am 
surprised ho~ few there are in the ~tor 
industry. There are only 12, 000 people 1n 
the whole airplane motor industry in the 
United States. 

The Pratt-l'>hitney man eaid down 1n this other 
meeting that half of their motore are made 
outside their factories , eo you have got that 
much employment there. 

The interesting thing was that there was a 
committee report made 1n the Labor Department 
in June last year and the report just v:ent 
with the wind. Nothing e ver happened. I 
think 1n a very quick time lie can do something. 

I don 't know i f it would be any help, but 
Mr. Jfoble has an assistant who used to be 
president of one of the best small tool machine 
companies. 

We definitely don't want anybody, please. I 
have got a good example of working w1 th the 
other d epartments on the debt . I am going to 
do 1t entirely by myeelf and in ten d ays I am 
goiiJ8 to deliver the goods . I don 't want any 
other department mess1ne; i n on it. Excuse me. 

I just tbousht, personally - this fellow used 
to --

There is a chairman 1n the tool industry on 
tho committee to work with the Govermnent. 
Then there i s an institute, a very fine in­
sti tute , and they will give me by next Wednesd.ay, 
of their own accord, 80 percent voluntary com­
pliance snd t hese people - I mean, the thing 
bas been around. Ths Department of Commerce 
ehould have done this job. It isn ' t my job 
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B.lf.Jr: 

Haau 

B.M.Jra 

Sullivan a 

H.M • .Tra 

- u-

at all. They and Labor sbould ban done it 
w1Ul the W..r Department. The,- mutted it and 
I am not going to wol'!£ ~ -re with an,-bo~ 
else. When the President asks me to 4o -•­
thing, I am @Ping to dellnr it to bSa tinbhed 
next Wedneada7 or 'lhurada,-. But I have got to 
do it, becauee c-roe and Labor and War and 

11 

llav,. have completel7 lllllffed it. 1'be7 have j118t 
absol utel7 lllllfted it. And the,- won' t wol'!£ w1 th 
those people. '!hat b the answer, they j118t won't . 
Both Lubin and Lauob Currie tried their darn4est 
to get aaaeth1Dg dooe and juat couldn't. 

In the llgbt or what )'OU are diaouasing, it 
mignt be or interest that the tool people 
have been telling some or the trade presa and 
the financial preu that what ,.au are tr,-tng to 
do is to d ivert some of their foreign business 
tor the time beillg 1n order to bolster the 
domestic auppl,- of tools. 

Well, that 1a all r1gnt , isn't itt 

Tba t 111 tine. In the llgnt of the recent back­
ground, it 111 eapeoiall7 good. 

Well, it I -s in either War or llav,. or Colserce 
or Labor, I would be eo ashamed ot 111711elt to let 
this situation develop that I would do one of 
two things. It 111 so easy to work with these 
peopl e it ,-ou would just play fair w1 th tbllm 
and the an 1lho 111 the bead of thb ooad.ttee 
is one or the -•t violent anti-New Dealers 1n 
the countr)' and now we have -de out or him 1n 
two da7s a friend of the Administration, just 
because the man baa been badl7 handled. 

Be reall7 went to town. You would have enjo)'lld 
the -eting in the other roca. 

Be 1a one or these tellowa Wbo pride• bSaeelt aa 
being m individual touab ~· 

Stilwellt He 1a a oortter. 

Ian 1 t bet You kDow, we t wo tellowa, we are all 
1Dd1v1dual1ata, we are touF· 
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Sullivanr I thou~t be waa nell. 

B.M. Jr t He is a nice fellow, but he haa been badly 
handled. Ill that ri$ht, John! 

Sullivant Well , I doo 1 t know about the paat. He couldn' t 
have been nicer in any way yeaterday i n the 
thinga mare I had to contact h1.m. 

1\hltet You were helping him to increase hie producticmt 

Baaet He has got ao much, that doesn't bother hhl. 
He ia loaded. 

\\hite: Exouae me, I wanted to know 1t you were helping 
increase h .ie production. 

Sullivan: No. 

B.K. Jrt Chiekt 

Schwarzt That is all , thank you. 

Cotton : Traphagen 1e going to be here at 10100. I didn ' t 
know whethar you wanted to aee hhl before 11100. 

H.M. Jr: Here 1s the dtuation. I have been calling up 

Mr. Y/ellee. I said that it had been indicated 
to me that we should put prenure on the Colombians 
to get 1n line and Kr. Welle• got quite excited 
and said that 111 the laat thing he wanted any-
bod:;y to do and I said I agreed w1 th h1m, eo 1t' 
you dc:a ' t mind, I think I am 3uat going to take 
this thing cold and when they come in, I am 
simply going to u.y to these gentlemen, "Now, 
I am here. I am available once more , but thh 
18 the laat time, gentl emen, aDd it you want 
to - it is too bad. You are ao close together 
that you can't get togethar, Well, we will go 
aloog with you today and to-orrow and 3uet u 
long u you want to a1t here 1n Waahington, but 
thia eeeaion ill the last one, a a tar a• I Ul 

concerned, I will 3uat ait here and liaten.• 

Cottont llr. Jc:ae• oalled .. lut n1Sht and aaid that 
although he bad planned to cCIIIle to the -sting 
at llaOO, he thought he oUI3ht to be up em tha 

18 

Regraded Uclassified



Bell: 

B.M.Jra 

- 16 -

Hill again on thie bill aDd be wouldn ' t be 
able to ocme. He eaS.d to tell you tbat 7e1-
terda7 tbe State Departaent brousbt J'araa1llo 
to eee h1a to talk about oredlte. The7 ull:ed 
tor' 25 aillion dollars and be told thea - be 
eaid be -• to'l!'oed to talk tul'ke7 to them and 
told them that -• an outngeoua eua aDd be 
would po .. ibl7 ooneide'l!' ten, but be didn ' t 
even know about tbat. Be eald to tell 'JOU 
that b7 wa7 of baokgl'Ound tor' the meeting 
tble mom1ng. 

I a lao t all:e it theN -• acme 1Ddioation tba t 
Tul'ba:y will ecme to~ with eome propoeit1011 
toda7 on bll own. 

Well, I e1noerel7 hope we get them togeth er 
toda'fo 1lbo all 1a going t o be beret Bellt 

Yea. 

HarJ!')'t Oaetont Have 70u been here (to Fole7)t 

Fole71 No. 

B.lil.JJ!'I 

Cotton I 

H.II!.Jrl 

Cocbran1 

H.lil. J'r'l 

Cochran! 

B.ll.J'r'l 

I don't eee ~need tor' it. An'ftblng elee, 
Joet 

No. I will br1ng llr. Traphagen b.eN at ll100. 

It 'fOU please. 

'!here -• a atoey on the ticker 71•terda7 that 
Dr. Schacht waa in India working tor tbe Bank 
ot England. But he ia at tbe Suvretta Houae 
1n St. Moritz, Swlt&e'l!'l&Dd, DOW. .l tJ!'iend ot 
ll1ne in Jew York be&l'd the ltoJ!')' on it laat 
week. 

.lD'fth1ng elle t 

Donald Heath oame back tbll mom1ng aDd il juat 
&01ns to be beN toda7. You could tell h1a 
&Oodb'fe. 

B1aht atter' the p:r.ee cante"'noe, I '11'1.11 tell 
h1a aoodb'fe. so-ts.e betor'e llaOO o'clock. 
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H. K. Jr: 

Sullivan: 

H, IJ , Jr: 

Sullivan: 

B. l!. Jr: 

All ril)llt, sir. 

Johnf 

That ruling 

- 17 -

Is tha t window too much for anybody tberet 

You can close it , if it is, 

Thnt rulJng was all ready yesterday and .. .r. Purvis 

ca=te down and we got 1n touch with - -

Did you locat e bimt 

Finally. Just as soon as I got back fro:n leaving 

you, I called ,and h is office said he was in 

New York and they didn 1 t know when be was re­

turning , and later on 1n the afternoon I de­

c i ded to call New York. I called up to see 

where we ccll\ld reach him 1n New York and they 

said he was right there and then be came down 

and I told him that is the sort of thine that 

is causing trouble and I think we got things 

fairly well worked out , But tte got hold of 

the counsel for the Atlas Powder Company and 

told them we wo uld want a waiver on publ i city 

on this ruling and he talked wi.th his clients 

and then called back and I think his client s 

came down and I suspect that contract was signed 

last night , but ,they are eomewhat afraid of 

sabotage. This plant is right next to a plant 

t h at is making powder for our Government and 

they don ' t ~'"t the amounts or the location 

disclosed, This particular location baa no~~ing 

to do wi th the type of - or with the source of 

suppl y for the type of powder they are making, 

which you inquired about yesterda y . But I 

have inquired about the possibi lity of getting 

this ruling published 1n the bulletin that 1s 

to be issued next l!onday morning and that 

paraphrases the s i t uation, "X" Company is bei ng 

lent "Y" dollars from such a source, and so on, 

and I think v:e had better - the;r aro holdi ng 

the t up , pending your dechi on this morning, 

1.f you want the t i n , 

Want what 1nt 
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The rul.ing publiahed Monday morning. 

Definitel,.. 

That would be published aarway, eventuall)', 
and I think we bad better su.spend our deciaicn 
ae to whether you 'Want to give th11111 any more 
publicity until after we see whether that 
Monday morning bul.letin ~ttracte any attention, 

What bulletin i s itt 

Internal Revenue bulletin. '!'bat gets rider 
c irculation than sane others, 

Since the stor,. baa been going, I think it is 
very important to have it publicized. What 
1a the raw -.ter1a.l that goes into thatf 

T , N, T, 'lhere isn't an)'thing that comes from 
that particular section - they have a plant 
there for mining purposes . 

For llhatt 

To euppl)' mines in that general area, 'Jhera 
ien•t ·an,. significance a bcut ita baing located 
in that particular spot. 

I aee. 

There baa been a good deal of complaint upcn 
the publication of the salary list, people 
writing 1n and saying, "Well, I know that t his 
company pa711 more than $70, 000 to M.r . Jones 
and hill nama isn't on the list." Ever,. year 
there ie a supplementary list. Mr. Bell and 
Mr. Schwarz and I have been discussing the 
advisabilit)' of issuing a list on the basis ot 
a !heal 7ear and not having an earlier one and 
a euppl•entary one. We think it would save a 
lot of trouble. 

Do i t any way you want to . 

R11her that, or say there ill a auppl-ntary, 
beoause this list looked as thoush it as final. 
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WhateYer you decide, 

All right. 

As near as we can f1nd out on the Hill, there 
is to be no change in the V1neon-Trammell Act 
and that was .round out indirectly and they 
don't even know .t'or eure. 

P1ne. Well , how many turkeyaT 

Poley: One. 

Bell: 

Poley: 

B. ll. Jr: 

H, M,Jr: 

Poley: 

B, li , Jr: 

Foley: 

Klotll : 

B.X.Jr: 

The report I got said "some•, One is not some. 

Some o.t' the party got none, Dan. 

What are tbose bl.1nd.t'olded oneeT 

That waa on m:y deek when I got baok. Lege 
tied and bl1nd.t'olded. 

Ia 1t bard to creep up on a sleeping turkey? 

You e1t 1n a blind. 

You o r the turkey! 

'!he abooter. You get out there very early 1n 
the morning be.t'ore the sun comea up and 1t 1a 
very dark. The blind 1e made out o.t' palmetto 
leavee. One .t'ellow slept 1n hie and a cow came 
along and ate all the leaves. When he woke up 
he was right out there 1n e. chair. 

'!'bat 1a a good s tory. 

It 1e wonder.t'ul . Bow loog be.t'ore we read about 
that 1n the colUIIIIl8, or 1e 1t already out! 

I don't know. 

What elaeT 

Back 1n ' 35, the Preeldent asked 
and the Attorney General to make 
the CUatome port up 1n Jew York. 

the Treasury 

• ·~ o.t' 
We ~loyed 
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the New York Law Society to do our part ot 
it and we have done about aa much --

I love to see this preeeure come out. 

VIe have done about as IIIUch as we oan. Herbert 
and I thought it •ould be a good idea if "e 
went over and talked to Bob Jaolcson about good 
candidates for those two vaoanciea . 

I have been telling Mag1ll and Eddie Greenba\1111 
to put the pressu.re on you two boys and I aee 
it baa taken effect finally. 

We d<lll 't expect to win a h\Uldred percent, but 
we t .hought perilaps •e could get Jackson to 
stand •1th ua on the de:and there 110uld be 
no political appointments on that court. 

It has taken months to get you fell~s stirred 
up. Anythi ng you do is all right with me, 

I talked to Murphy While you •ere in Europe 
and asked h1m 1f he •ould give us a chance to 
look at the candidates he 'fta going to sulmit 
to the President and he promised me he • auld, 
but I never heard anything more about it, I 
th1nk we ought to take a shot at Bob Jackson. 

Yee . Atter all, 1t you •ant to have any standing 
•ith the New York La• societ,-, you had better get 
bus,- . 

Anything elae'l 

Nothin8• 

It is • onder:f'ul. to see ho• thef c<lllle here and 
go right do.u the ball . to aee these t•o men. 

'l'he:r do. 

Thompson •as 1n Ne• York rosterday on this 
Russian ahlp tblng. I t2:11nk h e baa prett,­
well cleared up all the 1ntoraation a vailable 
there . I don't suppose •e could aend h1m to 
Kerloo unless •e - well, •e -ould certa1nl7 
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have to talk to the State Depa~t. It looks 
to me u though the Pl'$ddent, thl'Ough the State 
Department, 1e getting 'IIIla t 1a available. 

Yea , they have sent a Vice Ooneul down there. 

It we ehould need more 1ntol'lllat1an, we could 
talk t o them about een41ng eomebod7 down there. 
We might get eome help trom the Mu1ean dde, 
because 1t there 1e an7 tunn7 work going on 
the~'$ 1t ma7 be against the Mexican Govel'IU8nt , 

'lhoee wbo are interested 1n the Bank or America, 
sta7 a rew mi.nut ee . 
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SfRrCTLY CONFIDENTIAL 25 

TREASURY DEPARTMENT 

DAR J'ebra&1'7 l, 1914<1 

TO Secretar.r KorconthER 

....,., l!r. Oochru 

l!r. Plneent, Jlnancial Caaneelor of tho Britloh ~baao;r, telephoned 
me at llll5 t hll IOOrniiiC• He otated that the Britllh ud Jrencb ~baoolee 
ha4 nov reoelyed repllea troa their GoniMIMDh ln anaver to the lnqulriea 
which ha4 been M4e at the lnlt"""e of tha Secretar.r of tha 'h'.......u"T· !be 
french reply lo atlll of a prellalDArJ natura, a fuller anawer to bo broacbt 
from IUnllter lle7118Qd b;r Lero;r-ll~leu when the latter arrlna here about 
:February 15. Plnaent atated that the Brltllh Jabe.aaador and tho J'reDOh 
Counaelor of ~baaa;r would like to call on the Secretary Jriday to preaent 
the repliu nov in hand. I n:plaiDed to l!r. Pinaent that the Secretary would 
not be 1n t own on Jriclq, and that hh achadula toclq vaa crovd.d, eapaclally 
conalderlac the Cabinet MetiDC• 'l'he Britiab Jabaaaador alao baa a full clq. 

When I told Plnaent that the Sacretar.r would be clad to han tho 
anevert tor poulble readl.ng onr the veeboelld, Plnaent and the Jrench 
Oounoelor, who vaa vlth him, acreed to come down to the 'h'e&eu1'7 thia a!h!'­
noon u .d bud me the two memoranda. I f, attn t he Seoretar.r aeee the memo­
rand&, it may be found dealrable to have a talk vlth the Brltiab Ambaaaador 
and the Jronch Ambaoaador or Counoelor, theoe two otticlalt oould. aeet vlth 
the Secretary aoae tiae earl;r next ,.elt. 

I oball, therefore, endeaYOr to delinr the · tvo ...,ore.nda to the 
Secretar;r before he laa'fla Yaobln~on thia afternoon. 

Pinaant otated further that he e:rpacted Mr. Gifford to report upon bia 
inquJriao ln lfav Torll: at the end of thll weall:. I told Pi.naent 1t would be 
aoot dat1rabla tor ua to haTe an;r 1nto,.,t1on vbich ltr. Gifford aT be able 
to p ronda ua b;r the a144le of next veell:. 
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m.rJr: au, ... .. . 
Guy 
Helver1ng: Hello, 

HV.Jr: Guy . ...•• 

H: Yee . 

rebruary 1, 194o 
10:!)8 1.,11, 

HV~r: I 've got one ot theee terrible days . 

H: Yee . 

Hl!Jr: Thli un• t ao!llethlng :rou could do on the phonet 

H: Well , tt•e a matter concerning t h1e 1nveat1gat1on 
in - - in Indiana. 

fll.!Jr : Yeah. 

H: Now, we sent some at torneys out there with t he idea 
ot having a hear ing . 

H'1J r: Yeah. 

H: Well, it develoned t hat Mr. Foley didn't think it 
was a viae t hing to do. 

HVJr: Yea . 

H: Nov t here are three attorneys from t he office out 
t here and t hey are conducting an investigation. 

HI!Jr: Yeah. 

H: It ien •t any hearing. 

Hl!Jr: Yeah. 

H: I don't think 1t'e vithin their province t o do that 
and What I wanted to get authority tor 1& t o have 
the General Counsel , when they - - I don't want to 
out them right ott right th11 minute, but they're 
dovn 1n Lou1ev11le and t he only v ork t hey•re doing 
h inveeUgat1ng vor!t. 
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H: 

t!J.~Jr: 

H: 

ffi.!Jr: 

H: 

!!).!Jr: 

H: 

H: 

!!!~Jr: 

H: 

HMJr: 

H: 

!!J.!Jr: 

H: 
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I eee . 

And that tea provlnoe ot Irey•e outtlt. 

Yeah. 

And -- and I think oan be done better than they are 
doins it. 

Vell , now I tell you •••••• 

I wanted to have authority to - - have you advise 
t he Chlet Counsel when t he y t1nieh up that i nvesti­
gation on the t hing t hey' re right on now at Louie­
Vill e that they turn whatever information they have 
over to Sullivan, t he tnveeti gator, and let h1m go 
ahead with the i nvestigation. 

Well , would it be asreeable t o you it I asked John 
Sullivan to oall a meeting with you and Foley and 
Gaston and thrashed it out' 

\·fell, it -- well, we oould do that . I would like 
t o have trey and Graves there , ot course. 

All right. Supposing I ask Sullivan to call a 
meeting With you, Foley, Gaston, Irey and Graves. 

Yes. 

Is t hat right? 

Yes. 

And thrash it out. 

Ot oouree we have to have some direct order. 

~lell, euppoelng I get a recommendation trom the 
group. 

Um-hm. 

You want me there , is that it' 

Well, I ' m eure that you' d look etraight through the 
poi nt to 888 what I ' m getting at. 
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HMJ r : 

R: 

RI~Jr: 

R: 

HY.Jr : 

R: 

HY.Jr: 

H: 

HMJr : 

H: 

- 3-

All right, Vell then I'll -- would anything 
happen 1f I let it go until 'fuuda:f', 

No, 1f rou'd set down a time Tueaday, 

Ten-fifteen 'fueaday aornlng. 

Vbat' 

Ten-fifteen Tuesday morning, 

All right. Fine. · 

I' l l tell them what it•e about, I' ll tell everY­
body I want t o -- I want to out -- offio1al out 
h&Y on that day. 

Yes. All right, 

o.x,, 
You bet. 

Thank you, 

Thank you, 
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29 
TREASURY DEPARTMENT 

INTER OI"'''CK COMMUNICATION 

DAn Februar7 1, 1,-o, 

To secretar7 Morgenthau 

'ROM )(r, lhlte 

Attached 1• a 11ei ot a .. oranda and report• wh1oh 

haTe been prepared 1n the D1Th1on ot llonet&rJ Reeearoh 

troa JU17 1, 1939 to .Januar7 31, 1~. 

.. 
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studies and ProJects in the Division or Monetary Res earch 

JulY 1 to January Jl . 194o 

Tbe work or the Division or Monetary Reeearoh inoludee, 
among other things , the preparation or economic analyees or 
problema, and reports and surveys in t he following tielde: 

Gold 
Silver 
Foreign Exchange and Stabilization Fund operation• 
Foreign Trade 

Adminietration or t he Anti-Dumping Aot 
Administration or the Counter vailing Duty Law 
Trade Agreements program 
Economic aepecta or Custoaa problema 

Monetary problema 
Some aepeots or tiaoal problema 
Economi c conditione 1n foreign countries 
Financial and monetary developments abroad 
Commercial policy or the u. s. and foreign countries 

Miscellaneous activities or the Treasury with r espect to 
Latin American debt set tlements and proposed loans by 
the Export-Import Banlt 

Participation in the Government ' s program or cooperation 
with Latin Ameri ca 

Some aspects or the strategic war materidlB problem 

Correspondence or the Treasury on monetary and foreign 
matt ere 

Special assignments not included in the above l iet 

The epeoitic memoranda and raporte on the above topioe 
which have been prepared are t or convenience listed 1n the 
following categories : 

1. Prepared and submit t ed to t he Secretary r r ora July 1 , 1939 
to January 31, 19~0. 

2. To be eubm1tted to the Secretary but etill 1n preparation. 

) . Prepared t or uee i n the Di vi sion and tor other otfioiale 
in t he Treaeury (not to be submitted to the Secretary), 

~ . Memoranda prepared in the Division that may or aay not 
be submitted to the Secretary. 
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D1Y11ion of Xonetar:r 31 
Reaearob 

1. •••oranda and report. prepared and eubtlitted to the 
Secretary from Ju1Y 1 . 1939 to JanuarY 31 . 194Q, 

Sunehine Xining Coapan:r 
Relating to profite in eilYer production, 

Japanese Currency War in China and the Tientsin Incident , 

Treaeur:r Poeition with Respect to Continued Purchase• of 
Foreign Silver, 

Statement of Secretary Xorgenthau bef ore the Senate Committee 
on Banking and Currenc:r on s. 2759 (8elf-Liquidati .ng Project• 
Aot of 1939) . 

Foreign Exchange and Trade Statue of "Gold" Ye. "Non-Gold" 
Countriee. 

Colo•bia 
(Attaching longer •emo on Colo•bia) 

Comment on Plan Submitted to You by Mr. Bull i tt, Entitled 
"A New Defensive and Offensive Method for Liberal Natione•. 

Special report on •scandinavia•. 
A narrative description of the eoonomio, politioal and 
social conditions in Norway, sweden, Denmark and Finland. 

The Recent Report on the Economic Situation 1n Japan b:r the 
Department of Commerce. 

British Economi c Picture. 
A aur•e:r of the general Br1tieh econo.1o situation during 
the Suaaer of 1939. 

U. s. Action with respect to Poreign Ex.ohange Preble•• During 
the Period of our Neutrality during the Great War. 

A study of the action taken by thie country to protect 
iteelf against the eoonoaio force• eaanating fro• the 
Great War 1n Europe, 1914-17. Submitted to Mr. Ranee. 

The canadian Situation. 
An analyeie of the economic situation in Canada with 
particular reference to the Canadian exchange rate ae 
preparation tor the meeting with the Canadian Finance 
Minhter. 
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SecUon l - 2 

The Mew British loonoaic Trade Policy. 

DiYiaioa or Monetary 
Reaearob 

An analyeie or the BritiJh eoonoaio policy 1naacarate4 
wlth the outbreak or war ae it will atteot ~.United 
States eoonoaio intereete. (Prepared in connection with 
letter from the Secretary ot State dated Sept . 2}, 19}9. ) 

The German Oil Situation. 
A report embodying all souroee ot intoraation thet could 
be reached i n the governaent and in priYate oil o1rolel a1 
to the etatue of all .applies and 1ouroe1 of eupply that 
might be available to Geraany, With an interpretation or 
th11 informat ion i~ the light or Germany'• oil needs in 
the prosecuti on ot the war. 

A Pos eible »eedy Case. 

Regarding the effects ot 1 oaeh and carry• provision ot 
Neu tral1 ty Law. 

Liberian Propoaal to Purchase U. S. Currency. 

How Fast Will England and France use up Their Foreign Exchange 
Resources chlri ng the Next Twelve Months of Wart 

For use at meeting i n Mr. Hanea' offi ce. 

Colombia. 

Memorandum (no title) Regarding senator Wagner'e request f or 
informati on on the Treaeury•e position on Senator Tatt 1 e amend­
ment to Neutrality Bill to liait etab1lization f und'e holding•. 

(Sent to Senator Wagner) . 

Inter-Aaerioan P1nanoi al and Econoaio Advisory Coamlttee 
(Inter -departmenta l oo-i ttee eat upb7 ExeoutiYe CoiB!Ill.ttee 
on co .. eroial Policy. ) 

Has Nat i onal Sooialism weakeaed or etrengthened t he Position 
of Capitali sm 1n Germany? 

The Present Situation r e ~ioksilver. 
A ehort eurvey or the world atook, suppliee and demand for 
qui oka1lver. 

Gold and Capital Movements 1n the Fi rat Ten Weeks of War. 

Ut1l1r.at1on ot our Gold Holdings (Attaching 1 The Gold Inveat­
ment Aot ot 19401 ) 

A plan t o 1noreaee the world's uee of gold and to initiate 
an outflow of gold froa the United 8tatee. 
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Section l - 3 

Lo&n to Ooloabla. 

Dl•leloa of •onetarJ 
Re .. aroh 

Foreign Exchange Reeouroee of lngland and France. 
A eur•eJ ot the foreign uohance reeovoee of the all.led 
power• With an analJele ot the degree of llquldltJ ot 
thoe e reeouroee. 

Latln ~rloan Background Studlee. 
Eoonoaio atudlee of all Latln .A.aerloan oountrlee ae 
preparation tor partloipatlon 1n Guateaalan Oonterenoe 
ot .A.aerloan Treaeuriee. 

Memo tor Mr. SilTer on the Anglo-Paleetlne Bank, Ltd. 

1 Tln Loan• to Ohlna. 
IDTeetigatlon ot the poseibilitlee or ertendlng additional 
credlte to China on the b&ele ot the tung oil loan of 
peceaber, 193~. 

Information we would like to ha•e about Colollbla. 

The Fiacal-Sooial Progr&ll tor 1940 (Speech tor SeoretarJ). 
A draft ot a possible epeeoh wh1oh would eet to~h a 
aoolal and tiaoal philosophJ and program. 

Propos ed Inter-Aaerioan Bank. 

The Finnish Situation. 
An eoonoaio ea~•J ot Plnland With an interpretation ot 
the etteots ot the poeeible loee or P1nnleh independence 
upon Unlted States eoonoalo lntereete. 

Tungsten. 

United Statee Exporte to U. S.S.R. 
A day to day compilation ot u. s. export• to the U.s.s.R. 
(Firat r eport ln reeponse to requeet tor thie etudJ. 
Current report• being eubmitted.) 

Exchange Depreciation Article in Propoeed Argentine Trade 
Agreement. 

Poselble Control ot Certain Strateglo Metale. 

Dratt ot letter to the Preeia.&wlth reepeot to etat811ent 
alloWing aotlone ~loh a1ght be taken to aakP funde aTailable 
to the Treaeury to tinanoe a detlolt oYer the next l~ aonthe. 

ReYlalon ot draft prepared by D. w. Bell • 

.. 
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Seot1on 1 - ~ • 
D1Yieion at IOnetar7 

Reeearoh 

Argentine Trade Agreeaent. 
M•oran4a on thia 1111bjeot prepared tor the SeoretarT 
and aleo tor the Preddent. 

Foreign Eoonoai o DeYelopaente. 
Firat report in reaponee to the 8eoretar71 e request tor a 
eeai-aonthlJ report showing buaineae conditione in tore1en 
oountriea. 

Prelim1narJ Report on Columb!ua and Tantalum. 

Exports of Kol7bdanua to Italy alnoe tbe outbreak ot War. 
Mentioned at •eating Januar7 S. 

Hi ghlights ot Plan tor Pan Aaerioan Banlt. 

Preliainar7 Report on Vanadlua. 
Mentioned at aeet1ng Januar7 9. 

Pre11111nar7 Report on Cobalt. 
Mentioned at meeting Januar, 9. 

Pre11111nar7 Report on Chroaiua. 
Mentioned at meeting Januar7 10. 

Pr el1111nary Report on Industrial Diamonds. 
Mentioned at meeting Januar7 10. 

Lord Beaverbrook'a Article on Gold and War Debts. 
In rapl7 to Lord Beaverbrook 1 e ooagenta on gold. 

French Econoalo Report . 
A co~apreheneiTe report on the Frenob eoorioaic altuation 
a1noe the outbreak ot wan. 

Chrome depos i ta 1n Alaska. 
Uentioned at a eeting Januar7 15. 

Treaeury participation ln the drafting ot the Suppleaentar7 
Cuban Trade Agreeaent. 

Domestic Exports to Italy. 
(Firat report i n response to request tor this study. 
Current reports being aubllitted.) 

Brown Bill tor Loan to Finland. 

' 

Senator Pittman on Trea.ury Purohaaea of allYer from Japan. 

Re-exports an4 atooka ot 1in and Rubber 1n the United States. 
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Section 1 -5 
D1Y1eioa at •oaet&rT 

Reaearoh 

. 
Meaorandua for ~ •• RooeeYelt with reepeot to letter froa 
Dr. Sterne Moree. 

Current reporte in addition to the aboYe! 

Dally report on traneaot1one in doaeetio etooke (oompiled froa 
s.E.C. fituree) . 

Weekly memor~dua on •Recent DeYelopaente in Gold and Capital 
lloveaaen t e 1 • 

WeP-klY table: "Balances and Earmarked Gold Held for FCJ8ign 
Account•. 

Weekly table: 1 Net Capital and Gold Mo•emente• . 

Weekly report• on U. S. export• to Ruee1a. 

Weekly reports on u. s. export• to Ital7. 

Material for aaonthl7 Treaeur7 Bulletin. 

Correspondence • 

357 letters replied to , July 1939 through Januar7 194o. 
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Dl•leion fill llollet;arT 36 
lle .. aroll 

2 . to be aubl1ttf!4 to the ltorttary but 1t111 1a prtpara1i1M. 

The J'uture ot Ool4. 

Methode ot reduolDg gold t.port;1. 

The eoonoalo lituation 1n Gel"II&DT. 

The eoonoaio 11tuation in Ital)". 

The eo011oaio eltuatioll 1n J:ncland. 

II there danger ot inflation 1ll the U~te4 Btateel 

The current world oottee eltuation and probabl e etteot ot tbt 
war. 

Eoonoaio program to be adopted in the e•ent war o1a111. 

How lo~ oan unbalanced budg1h oont1auel 

Prograa tor pel'll&llent reoo9err. 

How raet wUl England and rranoe u.ee up their foreign exohanae 
reeouroee during the next twel•e aontba ot wart 

What hae happened to world trade durlDg the tir1t 6 aonth1 ot 
war and what are the proepeote tor world trade in the light ot 
t hat e.xperienoel 

Preparation ot aaterial on Hew Deal. 

What 11 the greate1t eoon.-lo gain that we oan obtain troa our 
new Latin American prograal 

Changee in gold and foreign exchange hold1ng1 ot Latin Aaerioan 
countries 1inoe the war. 

Stud1ee and anal711~ relating to the oapltal ab1or~1ng poeei­
bilitiea ot Peru, Chile and BraaU. 

OomprehenliYe report regar41Dg aethode eaplored b7 Ger .. nr 
in oarrring on torelgn trade. 

Keaorandua on aonetarr powere ot the Oo•erna•nt ·(to be obeoke4 
with the Legal Statt). 

E9aluat1oD ot the !ra4e .&cr-eate Prograa 1ll t;he llght ot 
the changed international eltuatlon. 

Regraded Uclassified



Seot1on 2 - 2 

reaa1b111t7 ot 1aolu41ag 1a Aaaual Report at tbe leoratarr aa 
1n•entor1 ot Yalua ot re4eral propert7 1a tha Un1'a4 Statea. 

Stateaent ot reoo•erable aeaeta of redaral GoYernaent to 
include once a aonth in D&117 Stataaent • 

• 
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J. Prepared tor use 1n the D1v1e1on of Monetary Research and 
Cor oCf1o1als 1n the Treasury other than the Secretary, 

Colombia'• Capacity to Pay Dollar Obl1gat1ons. 

Ths Mexican Situation. 

The reported discontinuance of Italian exchange f luctuation 
"insurance• on clearing transactions with Germany and Portugal. 

Depreciation ot Cuban Pe so. 

Department of State's OUtline ot Tentative Program Cor t he 
Divis ion ot Cultural Relations. 

The Semi-Annual Reoort ot tbe Re1chekred1t Gesellschatt, 

The Rr guments used on the floors ot the Hous e and Senate 
against the continued purchasing of for eign silver. 

Err ore involved 1n the sending of a m1s eion to Venezuela. 

German Barter and the Anti-Dumping Act. 

~uestions pertaining to Venezuel a's Eoonom1o Polley. 

Rumors ct Argentine Peso Depreciation. The Argentine Situation. 

Reclamat i on (In connection with Self - Liquidating Projects Act) . 

Proposal to Train 1n the Treasury Young Men from the Latin 
American Ministries or Finance. 

Fai l ure or the Good Neighbor Policy. 

Department of Agriculture Expert Report on Brazil ' s Potential 
Production ot Non-competitive Products. 

B~azil: The Token Debt Payment ot $1, 000,000 on July 1 , 1939 · 

General Not~e and Observations regarding Brazil. 

Cur rent developments in capital movements, gold and foreign 
exchange. 

The Northwestern Mutual Lite; Testimony ot Michael J. Cleary 
betore the T.N. E.C. 

The Lit e Insurance Business: Na t ional Probl ema of Regulation, 
Inves t ment and Social Securi ty. 
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SeoUon 3 - 2 

J'rank rener' • report oa &cna.ador. 

D1Y1e1oa of Moaetarr 
Roe-.roh 

Propoeale tor oloeor relatione with Lat1a Aaorioaa !rouuriee 
that aight be protitabl7 pureued at the Gaateaala Coateronoe. 

Argentine Intereet in a ~rade Agreoaont. 

The Propoeed Lard Barter Traneaotion and the Anti-Duaping Aot. 

Eoonoaio Iapleaentation of the Good-Neighbor Polior. A reYiow 
ot tho polior to date with reference t o torthoa.lng Gaateaala 
Conference. 

Four-Power Conference ot Flllanoe M1nietere held 1n MonteYideo 
troa Januarr 27 to rebruarr '· 1939· 

Countena1li.ng dutiea on Polish Portland oeaent. 

American Poeition at the Guateaala Conference, aa it a1ght be 
presented by tbiAaerioan epokeeaan. 

Brazil'• Capital Requireaente. 

The propoeal by the Ketallurrioal and Cheaioal Corporation to 
use 1 dividend marke 1 in payaent for laporte troa Geraany. 

Reoent Trende in Foreign Trade. 

The Outbreak of War and the Work or thle Divie1on. 

Poae1ble Etteot ot the War on Latin Aaerioan Exports. 

u. s. Coaaeroial Policy and the World War. 

Does the uee or originally owned 1 blooked1 Re1obe-..k tunde 1n 
payaent tor laporte troa Genu.n7 require the application of 
countena1ling &lt1ee? 

Reeulte of J'iret Pan Aaerioan F1nano1al Conference. 

War tiae oanoellat1on or the 8tandet111 Agreeaont. 

Comaente on 1 Gold: An Aaerioan D1leaaa•, by Howard Trueblood, 
Report of Foreign Policy Aeeooiat1on, Sept. 1, 1939· 

Brazil'• propoeal to bu7 gold. 

The Japaneee attitude towarde depreciation of eter l1ng and rea. 
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Section 3 - 3 
DiTiaion at .aeat&rT 

Jles .aroh 

Mr. Jaoobason 1 a ltateaent about relatioaahip between A8erioan 
&xporla to and Illporte troa Soath A8erioan ooantr1ee. 

Should A8erioan banka be encouraged t o exp&Jld their operation& 
1n Latin A8erioa during the ourrent trade driYe' 

An Inter- A8erioan Bank 

Feaa1b1l1t7 ot an Inter-A8erioan Bank 

Reatr1otiona on re81ssion ot earnings by A8erioan ooapanies 
operating in T&rioue n&8ed Latin A8er1oan oountr1ea during tbe 
1930'•· 

Capitali st Inatitut1ona 1n Bational Sooialiat Gel'8&DT. 

The current silTer situation 1n Br1t1ah India. 

Tables on Trade of Scand1naY1an Countriea and Netherland• with 
U.K. and GeraanT 1n Foodetutta, 193t; Sweden - ~orle ot Iron 
Ore and Steel Produota t o U.K. and GeraanT, 193t. 

War-t1ae Rat ione. 

Review ot •German Financial Policies, 1932- 1939", by Kenyon 
E. Poole . 

Ett eota ot an .. bargo upon the 1aport ot ailYer into British 
India. 

Seour1t1ea Transactions tor Far Eastern Aooount. 

Senate In•eatigat ion ot aoneT and banking. 

~r export trade t or Septnber. 

-Re•1ew ot 1 Tbe Structure o.t the A8erioan Eoono•T, Part I . • 

New FUnotiona Aesuaed b7 the Venezuelan Kis sion, as reported 
in Spiegel '• letter ot Sept. lt, 1939. 

Uexioan Proposal tor the United State• to bUT SilTer. 

Tranelation ot a memorandum on the Monetary and Eoonoalo 
Situation in Switzerland. 

Meat t or the Allies . 

Feeding ot Br1t1eh Ar•T• Jleat Jl&Uona 1n Wor l d War. 
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Section 3 - 4 
DiYi eion ot. Konetary 

Reeearoh 

Germany - War-T1ae Ratione tor the CiYilian Population. 

Kr. Alexander Sacha' paper on 1ntereet ratee. 

Peru. 

The Eoonoe1o Position of Oeraany at War, 

Argentina'• sale of eeate to England and France. 

The general provisions in the propoe ed Tu.rkieh Trade agreement. 

Significance of the Yen'• being pegged t o the dollar. 

Kr. Gal braith' s paper on agricultural ored1t policy. 

U. S.S.R. Gold Production, Gold Exports and Trade Balance. 

Ecuador 

Table •United Kingdom Trade with Canada and U. s. 1938" 

Peru' s Economic Potential. 

Consular report relative to our sale of Siamese silver coins 
and purchase of gold with the proceeds. 

Foreign Bondholders Protective Council, Inc. 

The propoeed change to Panamanian registry of 11 shlpe of the u. S. Linee . 

U. S. Exports in October. 

The Art ot Eetiaating SilYer Production. 

Tiente1n Sil-fer. 

Treasury acquisitions ot silver and net laporte. 

Germany's etock ot eilYer. 

Canada' s Foreign Exchange Rate Position. 

The position ot the Treaeury with respect to recent exchange 
control provieione in Trade Agreemente. 

Co111111ente on "The Full Use ot Resource•• by Gardner Means . 

Coaaente on paephlet on •European Order and World Order•. 
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SecUcn 3 - 5 
l>hhicn or Konetary 

Research 

Sir Williaa BeYeridge on German rood suppliee. 

Co.aenta on the Hoveaber 20 Bueines e Situation Report . 

Present Accounting Procedure with Regard to Seigniorage on 
Silver. 

A •spending• Program. 

Current DeYelopaents in Germany (Nu.eroue etudies) 

Comments on recent •Business Situation• reporte. 

Britai n ' s Export DriYe. 

Siam's profit on S11Yer. 

The Current Volume or Investment. 

Recent Trends in United States laporte. 

Conversati on with the Dominican Delegate to the Guatemalan 
Conference. 

Export-Import Bank credits presented by Costa Rican Finance 
Mi nister t o Mr. Gaston at Guatemala City, Nov. lg. 

Questionnaire Relating to Internal Money ltarket s ot Each 
Latin American Country. 

Chart ot roreign banks operating in Latin America. 

Notes on Preliminary Dr&rt or 1 The Future or Geld" . 

The Conterenoe ot Treasury Representative• ot American 
Republ i ca , Guatemala City, NOY. 14/21. With some reooamenda­
tions t or the next conrerence at Quito. 

British Unemployment Ftgurea tor November. 

More on the c~ech National Bank Geld and the B.I.S. 

Business Situation Report ot December 4, 1939· 

Argentine, Chilean, Bolivian Exchange 

Material tor Secreta.ry• e Annual Report en Cue tome. 
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seoUon 3 - 6 
DiYleioa ot Kone'&rJ 

Be .. U'Oh 

te,laate ot Gold and Foreign !Xohanie AYailabilitJ ot Peru. 

Regarding Announoeaent in ~rade Agreeaente Co .. i,tee week17 
report re TurkeJ. 

Reprint troa Kanoheeter Guardian 1 Pr1ntere 1 Export Rebate• 

Britieh Plan to aell Auetr~lian Wool to u. s. 

German-Itallan Eoonoaic Relatione. 

Peru's Requeet tor Export-Iaport Bank Credite. 

Comments on ''l'he J'llture ot Gold Reooneldered• b7 J. 11. Raada&D; 
and 1 '1'he European l'ar and the Gold Problea•. 

43 

Further Information on Income Dietribution Under the Nasi Regiae. 

The December 10 New York Tlmee article on oil and the war. 

Ecuador's Request tor Export-Iaport Bank Cradite. 

United States Foreign Trade in October. 

Comment on the questions regarding Inter-Aaerio~n Bank. 

The country allocation ot the Venezuelan Oil Agreement 
Petrolewa Quota. 

A Statement or Latin Aaerioa1 e Poeition. 

Dollars liquidated b7 Allies eince outbreak or war. 

Canadian business aotiYitJ. 

Memorandum or Decsaber 12 concerning Representati•e OliYer'• 
request on German tiber board. 

Recent Changes in Prices or aild oottee and resultant lose to 
Coloabia. 

Suggeated proYie1ons relating to paJDent or interest and 
Mortization on the Coloabian torelgn debt. 

A memorandua !rom the State Department oonoerning the exchange 
control proYieion. 

Contira&tion ot •1 eetia&te or rrenoh GoYernaent axpenditurae 
naxt 7aar. 
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Section 3 - 7 
DiYieion or Konetar7 

Reeearoh . 

An Eoonoaio Prograa ror Aaerioan Deaoorao:r (a la Leonard Cl'WI) 

What "111 the Suppleaentar:r Cuban Trade Agreeaent ooet in ferae 
ot Cuetome ReYenuet 

Organi~ation or the Inter-American Bank 

Meeting on Inter-American Bank, Jan. 3, 194o. 

u. s. Foreign Trade in No•ember. 

Organizational details or the Inter-Aaerioan Bank. 

Comments on Kr. Gass' and Kr. Wheeler's oonolueions on France. 

Wool Exports !rom Urugua;r. 

British war trade agreement s. 

German- 1talian exchange fluctuation 1neuranoe. 

Some suggeetions tor 1mproYement or capital aovement statistics 
1n the balance ot 'pa;rments. 

u. s . Exports during first 22 days or December. 

Inter- American Bank, Suggestions on paper eligible tor bank 
operations prepared by Latin American members or committee. 

Summar y ot Answers to Qa~stions on Inter-Aaerioan Bank sub­
mitted by Nicaragua, Salvador, Bond;uraa, Guatemala and Haiti. 

Comment& on State Departaent r eleaee on etatue of trade agree­
mente prograa. 

lfeekl:r Report on Latin Aaerioa. 

lleeting or the Treasury inroraal oa.a.ittee on the Inter­
American Ba.nk. 

Canda 'e funded debt, 

Points or intereet oonoern1ng Bra~ilian debt negotiations 
contained in State Department reporte. 

Tbe Trade Agreements Aot, January 194o. 

Repl1ee to the questionnaire on the Inter-American Bank. 
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SeoUoa J- 8 

KoadaJ'7 Polle7• 

!laue tor oapUal oontrl'baUone to tbe Intel'I-Merloaa laak. 

Propoeal to reetore prlftte go14 be141nse. 

Japu1 • a took ot ro14. 

Table 1 Stooke ot Tln aa4 Rabber 1D. the V. a.• 
LeaTen'• annual reTlew ot ellTel' 1D. the Aanallet ot Jaa. -· 

C01111ente on .&Dnll&l Report ot .U4rlob te etooltboldere of tbe 
Cha11 National lan.k. 

Keetlng wlth the ltate Depal'taent to oonelder the Braa111AD 
iron eltnatlon. 

Br ooking• Seataar on 'Golden .ATalanobe•. 

•our gold elepbant• - an art1ole b7 Coarreeeaan Luoe repr1D.te4 
in the Coagreeeional Reoord ot Jan. 23. 

Coamente on Kr. Randolph Barge••' reoent epeeoh. 

Soviet and Japanese Gold. 

8tateaent tor Senator Barkle71 1 poeelble Qle 1n aaewerla« 
atateaent b7 Senator Towneend on the gold an4 e11Tel' protil ... 

Bureau of Mint operat1ona. 

8eo01l4 aeet1ng tor oone1derat1on ot the Bras111an iron proJeot. 

Dumping oaeee oonol8dedl 
I 

Wood PUlp troa Gera&n1 and other o08ntr1ee. 

Ribbon fi1 Catohere ti'Oil Japan, Geraan1, Jncland ADd Belsl-. 

Photacraph1o Drt Plahe an4 Sheet ru. tr. Jaclan4. 

Phonacraph lee4l.ee tl'oa lwitserl-4. 

Phoephate Book troa Korrooo. 

rolll'4r1D.ler Wlrae troa rranoe. 
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Section 3 - 9 

Motlon-Pi oture Cuerae rroa rranoe. 

Sod1ua Hydroaulph1te r roa Sw1t&erland. 

Dlvlelon or Konetary 
Reeearoh 

Various Aebeetoe Products and Engine Paoki nge fro. England. 

Cream Separator s from Finland. 

Strike-on- box matches froa Finland. 

Perbunan (synthetic rubber) fro• Geraany. 

Haarlem Oil fro• the Nether lands. 

Printed Mueio f rom Geraany and England. 

Wood Pulp since the outbreak of war. 

Li nen shoe thread from SWitzerland. 

Gl ass Tubes troa England. 

Ani .mal Charcoal from Bel giua. 

Wheat Bran troa Mexico. 

Metal Foil Bottl e Caps from Belgium and the Netherlanda. 

Dumping oases begun but not yet ooapleted : 

Matches (revocation ) trom Norway, Fi nland, Austria and Latvia. 
Onion Powder troa Hungary. 
Arc Scr een Glaae troa England. 
Decorated Earthenware from England, Denmark, Fi nland, U.s. s .R., 

and Japan. 
Paper -Beryta Coated from Germany. 
Photogra phic enlargers troa Germany. 
~botographio lenses from Germany. 
Wooden t r ipods f rom Germany. 
Exposur e meters from Germany. 

Dumping Oaeea pending: 

I n addit i on to the above, there are ~7 oaaes still pending. 
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DiTieion or Konetary 
Research 

4 . Me•orand& prepared 1n the Division that may or aay not 
be submitted to the SecretarY. 

A Plan tor Reviving the Construction Industry without Direct 
Government Subsidy. 

Effect ot the Subsidy to Domestio Silver Producers upon 
Employment. 

The Anglo- American cotton-rubber barter deal. 

The Li t e Insurance Bus iness; National Problems ot Regulation, 
Investment and Sooial Security, 

The Italian-German Clearing Account Balance. 

Testimony before the T.N . E.C. on Construction and Housing 
(Mortgages and Interest Rates, Building and Loan Associa­
tionB, Large Housing Projects, eto.) 

Federal Activity in Housing, 1933-1939· 
Yi eld Insurance Plan (Submitt ed t o T.N.E.C. Hearings on 
Housing). 

The tunotion ot Loans in National Finance. 

A new method ot marketing Treasury securities. 

Should the Treasury's buying pri ce tor for eign silver be 
lowered? 

Should we continue t o purchase Japanese silver? 

\Yhat baa hapoened to u. s. eXports during the rir·et t our 
::~ontha ot wnrl 

Japan 1 a t oreign exchange. 
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TREASURY DEPARTMENT 
48 

INTER OJri'ICIE COMMUNICATION 

TO Becretarr ~~ntbau 

Mr. BAa~ f'RON 

SubJect: Retail bread pricee 

!be Retail Price D1Yiaion ct the Bureau ot Labor Statietice 

reports that weekl7 releasee on retail rood pr1cee are being 

diecont1nued with the current ieeue. Hereafter data will be 

aYailable on th1e baa1e onlr once a a ontb. 

Preliainary data on aYerage retail bread prioea 1n 13 

selected c1t1ea , reported aa ot !ueedar, Januarr 30 b7 the 

Bureau ot Labor Btat1etioe , are giYen below. !be onl7 obange 

reported, ae ooapared with Januarr 23, waa an 1ncreaae in Mew 

York C1t7. 

Boeton 
Buttalo 
Nev York 
P1tUburgb 
Chicago 
CleYeland 
Detroit 
St . Louu 
S&Yannab 
Vaab1ngton, D. C. 
Roue ton 
Denyer 
Loe Ange1ee 

Actual ayerage 
prices ot bread 

at retail, Jan. 30 
(cents per pound) 

~.3 
~.1 

9·5 
7.2 
6.o 
~.0 
7.9 
7.5 
s.s 
3.6 
7.2 
1.0 
6.7 

Change between Jan. 23 
and Jan. 30 1n actual 
aYerage price ot bread 

at retail ( centa per pound) 

0 
0 

/0.1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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Seoretary Morgentbau - 2 

Obangee reported 1n the 13 eeleoted o1t1ee e1noe the f1ret 
of the rear are ae follove: 

Januarr 23 - 30 

January 16 - 23 

Januarr 9 - 16 

J anu&r)' 3 - 9 

Nev York 

Detroit 
W&lh1118tOD 1 

Boeton 
Buffalo 
Nev York 
Sa't"annab 

No change 

/0 .1 oent per pound 

/0 .3 oent per pound 
D. 0 . - 0.3 oent per pound 

/0 .8 oent per pound 
/0 .4 oent per pound 
/0 .6 oent per pound 
-0 .1 oent per pound 

• 
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so 
TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

DATa J'lb1'11&J'T 1, 1~ 

TO 

SubJect: 

Jan. 22: 

Seoret&rT~entbau 

Mr. Baa~-

Wheat export ealee and other aarket data rroa the 
J'aderal Surpl•• Co .. oditiea Corporation. 

J'crlign deaand wae llov and deaand ror tlour wae 
not Yar:r e.ncourag1ng . It vae reported that around 
120,000 buehele of United Statea and Canadian wheat 
in etore at Antwerp bad been eold. 

The United Itngdoa bought approx1aatel:r 3,700,000 
t o II- ,000,000 buehele or Rwu.nian wheat ror ehip­
aent beginning in Xaroh. 

Jan. 23: Sale• or rlour thie week ror export on a eubeid;r 
bal1e are approxiutel;r 15,000 barrela, with the 
poaaibility that eoae good-aizad lote aa:r be worked 
to North China eoon. The big ditricult;r eeaae to 
be booking of boat apace. 

Export interest in North Jaerioan vbeat wae light 
but about 100,000 to 150,000 buehele of Kanitobae 
vere conriraed ae aold to Norve;r . Purobaeae or 
about 500,000 buehele or Nuaber 1 bard Kanitob& 
vheat b;r exporters vae belieYed t o b&Ye been 
agatnet recent ealee to :lnglalld. 

The break or $2.00 to t3 .00 a bale in o.otton thie 
week ia attributed to foreign aelling, brought 
about b;r the etateaent thet J:ugland ie planning to 
reetrict iaporta of all raw aateriale to oonaer.e 
foreign exchange ror the purchaee of airplane• and 
aunitione. 

Jan. 24: 8alee or Canadian caeh wheat vera eatiaated at 
750,000 bushel• to the United ~ingdoa. The Canadian 
goYernaent baa prohibited the export or wheat to 
countriea adJoining or aoceaaible to Geraan;r. Under 
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Seoret&r7 Morgentbau - 2 

Jan. 25: 

thia ruling the recent a&le of 1,250,000 buehele 
of wheat fro• the Pacific Coaat to Ruaeia aay not 
be filled. About 100,000 buehela of Manitoba and 
United Statee wheat in atore at Antwerp were eold. 

It wae reported that about 1,800,000 buehele of 
corn bad been sold to the United Kingdoa. Th1a 
aakea about 8 ,000,000 buehele of corn that have 
been eold to varioua oountriee in Europe th1a 
aonth . 

Export buaineee i n wheat ie alaoet nothing. A 
50,000 bushel l ot of Aaerioan wheat in etore at 
Antwerp wae reported aold. 

Finland purohaaed 200,000 bushele or Aaerican r ye 
and it ie understood they were in the aarket tor a 
total of about 800, 000 buehele. 

Revieed eat1matee on eales of corn for export the 
past few days are placed at around 2,500,000 to 
3,000,000 bushels. 

Jan. 26: Export busin.eu wae elow but it wae report ed that 
around 350,000 to 500,000 buehele of Manitoba wheat 
in atore at Buffalo had been eold . 

There were ruaore t oday that Rueeia atght try to 
buy between 2,000,000 and 3,000,000 buehele of 
Aaerioan wheat fro• the North Pao1fio ooaet ae a 
r esult of the r efuaal of Canada to perait the 
clearance of Canadian grain f or nadivoetok. 

Finland ie reported to have bought 4oo, OOO bushele 
ot Aaerioan rye the past two d&ye and ie in the 
aarket f or that auoh aore. 

Jan . 29: The Australian wheat orop wae reviaed upward 
18 000,000 buehela today and ie now placed at 
204,ooo,ooo buehele, the largeet etnoe 1933, ooa­
pared with 154,000, 000 the preceding year. 

The Turkieh wheat crop ie eet1aated at 170,000 ,000 
buehele, 1~,000,000 over laet year and a new record. 

Regraded Uclassified



1) A l'heure aotaelle il eet tree d1tt1oile au 
Gounra.aeat fr&JI9aie de doDDer uae 'n.l~aUOD UtiaiUn 
cle ••• clepeoeee aux 'ltate- Uoil. Lee procr-•• cl'aobata 
oe eoat pee encore cletiaitiTeaeat 'tablie et il 7 a l ieu 
cle tenir caapte clee poeeibill~e de traaeport et 4u PrU.~ 
cle la production aaerica1De. 

2) Cel reeerTI8 taitee, OD peut llt~er que la 

aootant clee acbate clu GouTern•eat tra~ail, peoclaot 1a 
preaiere aanee cle la guerra, eera cl'eDT1roo ~ allliarcle 
de traoca, cloot 6 milliarcle pour lea aatieree preaieree, 
13 pour l 1 &Ti&t1on et 9 pour lee machinea. 81 l'on 
cle ce chittre eoTiron 4 a 5 ailliarcla, qui conetituent 
montan t clee elements t&TOrablee a la b&l&DCI clel COaptee, 
le eolcle clebiteur cle la Fraoce eet cl'ua orclre cle graacleur 
cle 30 milliarcla. Ce chittre o'eet pae moclitie ai l'oo 
tieDt CQDpte clee colonies tra~aieee, car leur 
caaptel &TIC lee 'ltata-UDil lit IIDiibleaeot equilib~l 

3) JIDCOU Une toil, 11 I 1 &g1t cl 1 UDI eTalu&tiOD 
luJette a clel aocliticatiODI 1Ubatantielle1 1 et Dl tiDIDt 
ootamaeot pea compte clee aouTeaente poeeiblee de 

4 ) Le tiD&Dc•••t cle cee depeo••• a '~ a11m 
Juaqu'a preleDt a 1& tOil par clll CllliODI cl 1 or, par clea 
recettea ooraal .. en clollara et par clee raatreea cle capi­
taux. OD De peut p~cieer cee deraiere, aaie 11 1 a eu, 
pour dee chittrea relat1T .. eot ~portaote, dee oeeaioaa 
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de balances fra~aieee en dollar• au fond de etabiliea­

tion at des ventee & New York de titree a ppa.rtenant & 

des Fran9aie. ~uant au Tentee d'or , ellee ont attaint , 

entre l e ler eeptembre 1939 et le ler janvier 1940, un 

total de 222 milli ons de dollars. 

~) La pr oblema du financement dee depeneee 

fran9aieee aux Btate-Unie a ete examine avec l e plue 

grand eo in avec )( . Paul Reynaud, qui est d.eeireux d.e 

cooperer a ueei etroitement que d.ane le paeee avec la 

Treeorerie americaine. 

6) Au coure dee conversations qui ont eu 

lieu a ce eujet entre lee Treeoreriee britannique et 

f ran9aise , 11 a ete reoonnu que l e probl ema ee poea i t 

pour la France d.ane dee conditione qui ne eont pae lee 
. 

memes que pour la Grand.e~Bretagne, ce qui explique que 

la ligne d.e cond.uite ad.optee par lee d.eux paye ne eoit 

pae id.entique. 

X. Leroy-Beaulieu set charge d.'apporter 

a K. Korgenthau un message pereonnel d.e K. l e Kinietre 

d.ee Finances eur l'eneemble d.e la question. Il le re­

mettra dee eon r e tour aux Btate- Unie , c 'eet-a-dire Tare 

l e 15 fevrier. 
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{ 1) At the preoent t1ae 1t h "'17 clitticult tor the J'renoh GoTe..,....t 
to c1~• a deti.Jiite eett..te ot itt expeneee in the Ullited Stat... 'rile precrua 
of purcbaaee are not :r-t detil>itelT eeta'blhhed IUI4 one bae to teb I.Jito aocowot 
the pouibilitlea of tr ... qortaUon azul. of the rh7tba of ...,..ricOA prodlaotloc, 

(2) l ith theee re .. rwatioce, oce can eatlzeate that the aaouct of parcbaeee 
o! the l'rench GoTernatDt, cluriDC the tlrat ;rear ot the ._.., will be arowod 
J5,000,000,000 trance , of which 6 ,000,000,000 will be tor raw •teriale, 13 tor 
aYiation &Dd 9 tor .. chinea. It oDe ile4acte from thle Iieure aronDd 4 to 5 
billion, which constitute the taYorable it••• in the bal&Dce of account, the 
debtor balance ot Prance 11 of the -.pitude of 30 billiona. fhh Iieure 11 Dot 
mo~lfied 1! one takes into account the Jrench colonlea, eince their balance of 
account with the UDited Statee ie about ln equlllbrlua, 

(J) Still again, it 11 a qu81Uon of an enluaUon IU};jec~ to eubetanUal 
mcdl!ication, and not toJd.DC into accouct notablT the poui'ble IIOT••h ot capi­
tal. 

(4) !ha tinanciDC ot theae e:rpendlturee baa b .. n a11urcd up to the preeent 
both by ylelcling gold, b7 nor-.1 receipte in dollare and by repatriation of 
capitol. One cannot figure esact17 the latter, but there are, tor relaUut,. 
tapoztanU-- aeadona of l'renoh 'balance a in dollar a to the Stablliution J'und, 
and 11lea a t New York of eecuritiee belonging to Jrenoh citi1ene. Ae to salta 
of cold , they haTe attained, between Septeaber l , 1939 and January l, 191K> a 
total or $222,000,000. 

(5) The pro'blea of financing lrench e:rpend i turea in the United Statea hae 
been u:aainell, with the greatut care 'b7 W. Pau.l lle7Muil, 'llbo 11 deelroue of COOt 
operatlac aa cloael7 aa he baa 1n the pe.et with the ...,..rican fr ... enr,.. 

( 6) In t he course of the connr•tione 'llbich haTe t&Dn place on thh 
wbJect between the British and J'rench freaeuri .. , 1t bae 'bean recogniaed tbat 
t he pro'blea i nYolnd tor !ranee in conclitlolla which are not the .... ae thoee 
!or Great Britain e:q>laine that the line of conduct adopted b7 the two countri" 
ie not identical. 

II, Lero)"'lleauliau h charged with ea:nV~o II, llorganthau a pereonal ... -
aaga from the 111nieter ot 7ina~~ce upon the ~naral ~eation, He will ileli•er 
thlo upon hh returD to the Ulllted St!ltu, tbat h to e&To aroUIIil 7eb......,. 15. 
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JNTER-01'1'1CK COMMUNICATION ~ TREASURY DEPARTMENT 

COKFIDIII'l'UL DAn February 1, 1911<> 

TO 

PIIOM 

seoretarr Morgenthau 

Mr. White 

Subject: FOREIGN li:CONOMIC Dli:VELOPIO:NTS 

(Prepared by the Divi•ion ot Monetary Reaearoh) 

The ratlure of Econoa1c Mobilization in Britain 

Kotwithatanding the wi thdrawal troa the labor lllll'ltet 
b7 mobilization of over a a1111cn men, there baa actually 
been an increase in British unemploraent a1nce the outbreak 
ot war. At the alddle of Deceaber the regietered uneaploye4 
waa 1,)6o,OOO, compared with 1,275,000 on August 14. !hie 
doea not include unregistered uneaplOJed -- e.g. doaeetic 
aervanta, proteaeional, agricultural labor, etc. -- doubtleu 
a 111batant1al nuaber. 

Theae figure• reveal that the Britiah Governaent baa 
not yet auooeeded in mobilizing all available resources tor 
the proaeoution ot the war. In thia respect the British 
GoYernment lag• ._. behind the Gerlll&n governaent. The 
peraiatence ot a eubatantial voluae ot uneaploraent in the 
taoe ct the withdrawal of a a1llion aen tor the &raT suggeeta 
that the British national income will tall aubatantiallT 
thle year. 

There aeeaa to be no 1aaed1ate Juetitioatio~ tor 
Mr. Churchill's propoaal to recruit a million women tor 
Britain's labor force . 

Selt-autticiency in the Britiah E!pire 

The Britiah Empire ia ~ch aore aelt-.ufticient thaa 
it waa i n the laat war with reapact to eaeential war sateriala. 

Empire production of eeaential war aateriala 

(000 ton a) I 

191~ Ololrrant annual 11roduct1on 

Copper 85 6oo 
Leadore 1)0 6)0 
IUoltal 20 95 
.Uuainua 1).9 

'" Aabeatoa 98 
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The steel capaci t the Empire ia now l~ l/2 ~ ae 
compared w1th 9 milli n 191~. Finally the degree ot co-
ordination in the production, eale and utilization ot t~eee 
1uppl1 .. 18 already INCh aor. advanced 1ban it waa in the 
laat war. 

The Strain ot War on Br1tiah Shipping 

AI a reeult ot the atra1n iapoaed by the war on Britiah 
shipping, the Government ie taking over all ocean tonnage 
on the United Kingdom and Colonial Regietera, excepting the 
Dom1n1one and India, aa trom February let. The objective 
is t o secure greater efficiency in the operation ot lhipa. 
England hae already loet over halt a million tone or eh1pping 
i n merchant vessels eunk at a time when shipping requirement• 
are wch greater than in peace tiae. The recent purchaae ot 
six American ahlpa indicates that England ie willing to part 
with valuable foreign exchange to 1ncreaee her ahipping 
rac1lit1ea. 

The shipbuilding induetry or Britain ie nor. operating 
near ite capacity ot 2 million tone; the backbone ot ah1P­
~u1lding activity is the Government's decieion to order a 
lar ger t onnage or standardized tramp ahipe. This standard­
i zation permits increased efficiency and epeed in production. 

Italy and Germany 

As the result ot the aale or the property ot Geraan 
nationals in Northern Italy, Germany hae acquired a claia 
agai ns t the Italian Go~ernment ot about 6 billion lire -­
enough t o pay t or two and a halt years or Gerun iaporta 
f r om I taly and to liquidate the whole or the German clearing 
debt t o Italy. The eale ot the property ot the 1!15,000 Gerll&ll 
speaking inhabitante of Northern Italy who will take part 
in the mass emigration t o the R6ich has lett the Italian 
Government indebted to Geraany to the extent ot about 6 billion 
lire ( $300 Cillion). 

The struggle tor Ru-.nia 

Germany haa iaproved Ua already atrategically doalnant 
poe1ticn, Y1s-a-v1a the Allies, in the struggle t or effective 
control ot Ruaan1an reaourcea. 

In March, 1939, Ruaania eigned an agr.e .. nt wi th 
Geraany providing that the natural reeouro .. or RLIIUJ\ia ar. 
to be developed, under German direction, to meet Germany' • 
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!aport neede. On Deoe.-ber 21, a turther Ge~n-Fb.uaanlan 
agreement wae concluded 1ncreaeing t he exchange value ot the 
mark against the Ruaan1an lei by about 20 percent and obli­
gating Ru .. nh to turn1eh Germany with 1,820,000 metric tone 
ot oil in 19~. (Geraany received about 1,200,000 t one rroa 
Rumania in 1939.) 

About tour-titthe or Rumanian petroleum output comee 
!rom the properties o f r oreign oompa.niee -- Bri t1eh, Dutch, 
French, American t~d Belgian. It was believed that these 
companiee mlgbt retuee to sell oi l to Germany. But on 
January 17, t he Rumanian Governaent announced that a ooma1eeion 
would be appo1nted t o adminis t er the petroleum industry, t o 
lneure prov1eion ! or domestio neede and to guarantee the 
!ultillment ot rore1gn obl1gat1ona. The pres& reports that 
Gr eat Britain and France have retaliated agains t t he poli cy 
implied in the establ ishment or t his oommiesion by threaten­
ing t o break ott all trade relatione wit h Ruaania. 

The Rumanian Government ia ln a d1ttioult predicament. 
Ruman i a must collaborate with Germany. The Allied position 
in the Balkans is not strong enougb to Jus tity the hope or 
creati ng a • second rront• against Germany there now. So tar 
German steel has proved to be more potent than Allied gold. 

German- Allied Trade Warrare 

Britain and France completed a trade agreement wi th 
Greece involving i mportant suppliea or chrome t or t he Allies. 

Germany eeeme to be making core strenuous errorte t o 
out bid the All ies i n several countries. A trade expert 
arrived in Roae on January 25 to begin ooomeroial negotiations; 
Turkey wae reported the day betore t o have reeumed trade 
relatione wi th Germany (atter a l apse or nearly tive mont hs) 
under a new agreement 1n which Oer~~~any wae reported t o have 
purchned goode valued at about $6 million. The Germane 
also obtained a new trade schedule with Hungary on the eve 
9"! t he commencement or Allied-Hungarian tr~tde talk• . Germany 
likewiee waa reported to have begun diaouesione with Belgium 
and the Netherl ands tor new trade agreements . In the oaee 
ot the Ne therland•, a newspaper report held that Germany 
had reversed ita 121 mil l i on debt to the Netherlands on 
September 1, to a substantial balance in Germany' s ravor and 
that t a lks had begun concerning the possibility or shipping 
Dutch East Indian raw lll!lteriale t o Geraan;y via Siberia. 
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The Germanization ot C&ech economic lite 

The German Government and the Nazi party ha•e pushed 
torward with a ruthless policy otcontiecat1on in occupied 
Czechoslovakia. Representatives ot German tirme have 
vi sited Czech concerns in the company ot Gestapo agent e, 
and the czech or Jewieh directors have been thrown out or 
arrested. Their places have been taken by the Nazi party 
or by German bueineeemen. Landed pr operty hae been similarly 
cont1scated. 

The German Government intends by thie meane to deetro7 
the economic baeie t or C&ech reaietance t o German authority, 
and t o pr ovide wealth t or the uee ot the German Government 
and the Nazi party. 

The Czech econom)' wil l be brought into l ine with the 
requirement• ot the German Go•ernment, and Jobe and other 
epoile made avai lable tor distribution t o t ai thtul aervante 
ot the Gorman regime. 

The United State s and Latin Amer ican Trade 

I n the tirst three months ot the war (September, October, 
November) Uni ted States exports t o Latin America increased 
by 46 percent , compared with t he same period ot 1938, while 
our importe i ncreased by 30 percent. Brazil, our ninth 
beet customer, increased her purchase• in the United States 
by 64 percent in the tirst three months ot the war as com­
pared with 1938. During t he eame per1od Venezuela increased 
her purchases by 50.8 percent , Chile 43·5 percent, while 
Argentina increased her purohaeee by onl7 15.9 percent. 

HoweYer, eoq ot t his gain represents stocking up in 
anticipation ot price rises and traneport ditticultiee, 
and cUelocation while the Britieh and French were getting 
their purchaee- eale arrangemente under wa)' . The ratio ot 
gain may not haYe been maintained i n December-January. 

The higher cost ot American goode ae compared with 
replaced German goods is being telt in Lattn American 
countries. 

Brazil and the War Uarkete 

Brazil ride a a wave ot unantioipe ted wartime proeperi ty. 
Cottee exporte were 2 percent greater in Jul)'-Deoember 1939 
t han i n t }!e eame period ot 1938. Thanka t o heaYY French 
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dell&lld and a reneral hropaan eh1n t o lo .. r-grade cotteee, 
the pri ce decline baa been nob aaaller thaD that ot lllld 
cottee. .la ot Januar)' 15, the deolina in Brazilian• ca.p&l'ed 
with 1939 wae 3 to 7 percent coap'ared With 25 to 30 percent 
tor Coloabiana. Deaand ia atrong t or Br asilian aeat, vege­
table oil~ , hidee, •anganese, ohroaiua. Brasil ia optiaiatic 
tor her cotton, perhaps over- optiaiatic. Larger aarkete tor 
her textile aanutacturea are expected, Diversi fication ot 
her eoonoay einoe the World War ie proving ot great value 
now. 

Gold and f oreign exchange reeouroee have been inoreaeed 
to $70 aillion. Favorable trade balance waa $60 aillion tor 
1939 (ot which $30 aill ion wae in l a s t t our aontha), ooaparad 
with $0. 2 aill ion tor the whole ot 1938. Her ~u4get tor 
1940 anticipate• 5 percent deficit . Yargae in New Year'• Eve 
speech predicted Brasil would be producing her own steel 
raila b7 end of 194o. Meanwhile Brazil attaapta to tlnd a 
baaia tor reeuaption ot debt eervioe in Apri l 194o on partial 
.lranha plan, pr obablJ in hope ot a ttracting new capi t al 
troa the United State&. 

Remlaai on ot profits and dividends totalled $10 aill i on 
from April to December 1939. The Brazilian Oovernaent baa 
allocated $3.2 aillion tor Januar)' and plana t o wipe out 
the arrears ot $20 a1llion on thia item by Jul;r 1940 • . 

The Stalling of the Brazilian Steel Pr oJect 

Brazil has been hoping tor deoadea t or a eteel industr7 
to util ize her ore reaouroea. The Brazilian Governaent ie 
anx,1ous t o aee doaestic production puehed but eo far it hae not 
been poeeible to find t he neceesar)' capital . For t he paet e1x 
months the u. s. Steel Corporati on hal been oo~aidering the 
construction ot a t35 aillion steel plant in Brazil. U. S. 
Steel expert• oaretull)' 1nveeti gated the project on the epot 
and wrote a report .which characterized the pr oject aa being 
teohni oally aound. Wevert heleee the Corporation has tlnall)' 
1ntoraed the Brazilian Governaent that it would not participate 
in the project. 

The r etuaal to participate at thle t1ae ie probabl7 baeed 
upon the lack or confidence on the part ot the U. s. Steel 
Finance Committee i n the Brasillan Oovernaent 1 e willingneaa or 
abilit7 to fulfill certain conditione which are deeaed neoeeear7 
to the euooeee of the venture and the aatet)' ot the J.aerican 
capital inveeted. It ie bel ieved that the 0. S. Steel 
Corporation ie etill interested in the plan but hopes that the 
United State• Oovernaent aa)' be pereuaded t o a eeuae aoae of the 
rieka b7 putting up or guaranteeing a aajcr part ot the capital 
involved. 
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The plan recoamended b7 the U. B. Steel Co.mittee 
called tor the ccnatruction of a steel plant capable ot 
producing 2~5,000 tons ot tiniebed steel product• at the 
outaet. In 19JS Bra~il produced only 65, 000 tone ot iron 
and steel products and imported 274,000 tone, principallJ 
rrom Germany, United Kingdom and United Statea. 

The technical committee which investigated the proepeota 
ror u. s. St eel estimated that the plant oould be expected 
to make profits ot 15 percent. The stalling or the plan in 
spite or the prospect of such attractive profits is a 
uemonstration of the reluctance of privat~ business in 
these troubled times to make cllrect investments abroad, 
especially in countries with a history of exchange di!!icul­
t1es. 

The exhaustion or Japan's foreign exchange reser ves 

With the sale to the United States or $3! million or 
gold in January, Japan has leas than $~ mil l ion or gold 
remaining. Other liquid f oreign exchange ae seta will hardly 
bring the total ot foreign exchange resources available to 
Japan above $200 million. The Japaneae Empire will produce 
during 1940 from $50 million t o $60 ~illion of new gold. 
Therefore, the total foreign exchange aaeets Which will be 
available to the Japanese Government during 1940 will not 
be more than $260 mil l ion. 

The aeriousnssa or Japan's foreign exchange position 
is indicated by the tact that Japan baa been forced to 
liquidate $225 million or f oreign exchange assets in each 
c t the past three years. It Japan's f oreign exchange 
posi tion or the past three years is not radically adjusted 
her foreign exchange resouroes will be exhausted at the 
end or this year and she will be forced t o aake an adjust­
cent in her international poeition. 

China loess her southern railwaza 

The lose or the two southern railway routee from 
Indo-Chi na is a heavy blow to China's power ot resistance . 
The Japanese capture or Nanning in November deprived China 
or the use or the Dong Dan~Nanning railway. The use of 
the second railroad, running from Haiphong to Yunnanru, 
was lost on January 5th when a vital bridge was destroyed 
by bombing. 

€0 
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!he Japaneee ban deii&Diled, with threah of repea'-4 
boabar4Jiente, that the J'renoh GoYernMnt oeaee ab1pp1JIC 
war euppllee to China onr thie route . Reliable info~­
tlon euggute that the J'renoh Gonrn .. nt 1e not anx1oue 
to reeiet theee Japaneee de..nde . At the end of NoYeaber 
~here were 190 thoueand tone of cargo at Haiphong awaiti ng 
ehipaent including an enoraoue nuaber of aotor wehiolo•. 
If the Xunnan railway reaaine unaYailable all of thee• war 
auppl iee will haYe to be reehipped froa Haiphong t o Rangoon. 

There now reaain onl.y two route e OYer wb.1oh euppliee 
troa the outlide world can reach China - - the new Buraa r oad 
and the oarawan route froa !lueeia. The .-ount of tonnage 
carried on the !luealan route ia not known. During the 
110ntha ot Non aber and Deoeaber IS aillion of war euppllee 
were reexported troa Buraa t o China oYer the new Buraa road. 
Ot thle total 65 percent were Rueaian auppliee wbloh would 
indloate that the oarawan r oute froa !lueeia t o China ie 
e i ther aore expeneiwe or ia at preaent being utilized to 
ita full oapaoit7. 

Deteriorati on in Soandlnawian Currency Situation 

The war hae brought about a eharp reduction in the gold 
and fore i gn exchange holding• of t he Soandinawian oountriee. 
At the aaae t ime they are confronted with a doaeetio infla­
tionar y aoveaent , indicated by the pereiatent r iee i n their 
note oi r oulat ione. 

Deoeaber 15, 
193! 

Bank of sweden 
~kronor) 
Gold and t oreigp aeaeta 
Note circulation 

• 
B(t!frNorwH · one o Jtroner ) 

Gold and f oreign aaaete 
Note circulation 

National Banlt of Denaarlt !J 
(UI111one or ironer) 

Gold and f oreign exchange 
Note circulation 

236 
4i4 

.Wgu.t 
1939 

1,390 
1,126 

206 
505 

!/ rlguree f or Noweaber 19)! and Nonaber 1939. 

Deoelllber 15, 
1939 
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The Bank of S.eden now aa1nta1na 50 percent of her f oreign eP. 
o6ohange aneta in the United 8tatee, the BaDlt o f Jlorway aliiOet ... 

peroent and the National BaDlt of Den.ark II<> percent. 
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Indla and \he 111Yer Market 

TheN 11 little pro~ot \hat ID4.1a wlll lllqH)rt an:r 
oonelderable &IIOUnt of 81lnr ln the Mal' future . '1'he 
prloe of 1llYer 1n Bombay fell oon1lderabl:r during \he 
past weelt and the Ruern Banlt of India bought 6 alllion 
ounoe1 to 1upport the marltet, in oontra1t to it• aotion 
laet 110nth When 1 t 10ld 1Ub1tanUal a110unt 1 of 11lnr to 
ourb the tpeoulat1Ye riee in 1llYer at that t1.. . 811Yer 
etoolte of bullion dealera 1n Boaba7 .-ount to about 
50 a1ll1on ouno .. wh1oh 11 abnormall:r high, and the 
a1n1mua prioe (4J.2 oente per ounoe) at whloh deal1r1 are 
pen&1tted to aell 1.aporte4 ell•er 11 appreoiabl7 abon 
the ourrent ~~aritet prloe in Boaba:r ( llo.l2 oentl). 
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1. Sub~ect t o tho dittioulty ot giYing t igurea 

which are in aoy way tinal, t he beat eatimate wh1cb the 

United Kingdom GoYernment cao make a t the preaent 

atage ot the balance ot p~Jmenta between the aterling­

ueing parte ot the Br1tiab Empire on the one baod aod 

the United Statea and ita dependaoolee on the otber 

Iiane! in the first year ot war ia ae tollowe : 

2. It ie eetimated that United Kingdom purcbaeee 

in the United states (including ita dependencies and Cuba) 

during the tirst year ot war will be a little under £200 

million. The rough analyeia ot thie titure is as tollowa: 

Raw materiale:­

Cotton 

Ot her 

Poodetutt e 

011 

General manutacturee 

Purcbaeee by Pigbting ser­
rtcee: -

Aircratt 25 

Machine tools ~5 

Munitions 12 

other 

(million £) 

48 

u 
liO 

215 

...,!g_ 

19'7 -
A&ain.t th1a tbe ODi ted lt1ngd.., e.>;porte are 

eatiaated at about £50 ailll on, aoc! the nett balance ot 

inYiaible exports at £5 aillion. Tbe ODl ted K1ngdca 

adYerae balance tbue 111110unta to about £166 ailllon. 
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A8 regards the rest of the sterling area, 

imports are eet1r.1ated at £65 lllillion and exports at 

£85 million, while the nett balance of inYieible 

importa h eetimated at £2 1111111on. The reault 1e a 

favourable balance of about £28 1111111on. 

Tllua for the aterl1ns area aa a whole the 

nett adverae balance 1a estimated at about £137 million 

or (aay) f600 lllillion. 

:s. Theae figures are of course no more than 

eatimatea. The armament proaramme 1a in practice 

constantly subject to alteratiooa and del&J>a. FUrther 

t he figure for aircratt takea into account only the 

orders already notified, andltlea not allow for the much 

larger proaramme ct aircraft purchaeea discussed wi th 

u. Pleven, on which no decision baa yet been reached. 

4. Our actual r equirement. of dollars cannot 

however be simply deduced from the figures given 

The reuooe for thia were aet out in perasrapha 4 and I> 

of the notea prepared for the secretary by ur. Pioaent 

on January 9th , 1940. 

6. Aa regards the financing of dollar expenditure 

incurred up to the preaent dat e, tbe aalea of sold 

aioce the outbreak of war -ouot to tl25 million, wbil e 

ealea of dollar aecur1t1ea -ount to fll2 111111oo. 

Thera 1a turtber the additional factor of tbe dollar 

balancaa aurreodered to tbe Britiab control , the amount 

of wbioh cannot be estimated as it ia part of our day-to ­

dey turn-ever. It ie thua impoaeibla to give any 

figure of the • ouot wbicb rea>aioa to be found, Tba 

abo.e figure f or aalea of sold ia net t after allowina 

for tbe abort dollar poaition of fl07 a1111on e11at1oa 
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at the outbreak ar war, wbich waa immediately closed 

by a aale or gold; the total gold aales amount thua 

to f228 million groaa. 

.. 

6. As regarda the ruture poaition, Hia MaJeety'a 

Oovernaent have in no way changed their intention or 
rinancing t heir needa by ••l ea or gold, but to whet 

extent and wheo tbia can advantageoualy be done depeada 

on the courae or the market. It ie thus impoaaible to 

suggest any figurea or s:r;pected aalee or gold and 

eecuritiea reapectively. Tbe poeition may become 

clearer arter wr. Girrord baa had time to explore and 

report on the queation or the diepoaal or aecuritiea, 

and Bia KaJeaty'a GOvernment will or course continue t o 

keep Mr. Korgenthau inrol'llled or their plana. 

7. This ~easage baa been aent arter rull conaul­

tatioa wi t h the Preach Oovernaent. 

• 

.... 
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!!I'.Jrr 

Operator: 

!O!Jr: 

Hello. 

!tr, Daughton. 

Hello. 

Thursday 
February 1, 194<> 
12:35 pill 

Congressman 
Doughten: Hello, Mr. Secretary. 

HMJl': 

D: 

fll.!Jr : 

D: 

H!!Jr : 

D: 

!O!Jr: 

D: 

!O·!Jr: 

D: 

lll!Jr: 

D: 

JO.!Jr: 

D: 

lO!Jr: 

D: 

Yea . 

This 1s Bob Doughten. 

How are you~ 

All right, thank you. Row are you getti.ng alons' 

Oh, pretty good tor an old man. Row about youf 

Well, you and I can both qualify ae young nan 7st. 

1'hat 1 e right , 

Yes. I called you some time ago and I thi nk you 
enid you'd look into - anywa7 - about a position -
a better pos1t1on tor Mille ~1tohen. Nov he ' s got 
an application in down there tor an appointment to 

fill one ot the vacancies in t he United States Oourt 
ot Customs in New York. 

I see. 

Yea. I believe you said maybe you'd look into it. 

Yea , I did. I asked the boys to l ook into it. 

Yes. 

And I' ll f ind out ldlat the:r• ve done about it, 

You wil l find ou~ 

Oh, I asked them the same da7 I spoke to 70u. 

I ' ve - I understand confidentially that Senator 
Re:rnolde 1a pushing a man by the name ot Hill, tro• 
11il1.aJ.ngton, North Oarol1na, tor that Job, who I 
don ' t think is qual.1tied tor 1t in an:r •enae. 
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l!Y.Jrl 

D: 

HJ.!Jr l 

D: 

HJ.!Jr: 

D: 

HMJr: 

D: 

!lJ.!Jrl 

D: 

Hl!Jr: 

D: 

ID!Jr: 

D: 

HV..Jr: 

D: 

HJ.!Jr1 

D: 

D: 

!IMJr1 

D: 

F.V.Jr: 

- 2-

I t:b1nlt he' 11 Y1 thdravn that reoo-ndat1on. 

You think he hast 

Yea. 

Uh huh. 

Yell. 

Well , hae he 1n any vay endorsed X1tohen or nott 

Not ae tar a11 I J<now. 

Joeepbue Daniele and Governor Gardner and Senator 
Bailey and pretty muoh ever~ - Lindsay Y 
and pretty muoh ever)'bod7 that knows the situation 
1n the State I th1nlt, have endorsed ntohen vhole­
bee-rtedly. 

Yell, I waen•t aware ot that, Bob, and I'll aelt 
again. But I did aek onoe betore. I ' ll ask again. 

How• e t:bat - you ' ll aak aga1nt 

Yea I vlll. 

67 

And I - I spoke to t:be Attorney General about 1t -
he didn't knov anytht.g about 1t. 

Ye11. 

But I really have a very deep personal interest 1n 
1 t . or oouree I vouldn1 t ask any man' a appointment 
unleae he vae well qua11t1ed. 

Yea. 

I underetmd there are two vaoanoiee t:bere. 

I think t:bat •e right. 

Yell. When you oheok on 1t Y1ll you oall me baoltt 

I surely w111. 

I thank you. Come up and aee ua. 

'l'hanlt you eo IIUoh. 

'l'hanlt you. Goodb;re~ 

Ooodb:re. 
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Operator: 

HJ.fJr: 

0 : 

lll!Jr: 

Jesse 
Jones: 

J : 

JmJr: 

J: 

?."·~Jr: 

J : 

H!'Jr:-

J : 

!r.!Jr: 

J : 

lll!Jr: 

J: 

lfi.!Jr: 

J: 

lll~Jr: 

rebruary 1 , l94o 
12:3!! p . m. 

Mr. Frank had gone to lunch and I have Mr. Jones. 

Thank you. 

Right . Go ahead, 

Hello. 

Hello, Henry. 

How' s my Chinese triendt 

~/ell, on t he ropes. 

(Laughs ) 

On t he r opes. 

How are you getting alongt 

Fair. Are you -- did you have your meet1ngt 

Yes, and they gave us a proposal and I told them 
to go sonewhere i n a room and look themselves in 
and oome back at tour-thirty, whioh t hey are going 
t o do, and it you are tree at t our-thirty I'd love 
t o see you. 

O, lt . , I 1ll tr;!" t o come over. 

1/111 you do that? 

I Will. 

All right, Jesse . 

I ' ve got anot her date but I ' l l aek the office to 
change that one. 

Thank you. 

..,. O. I. 

Goodbye. 
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TREASURY DEPARTMENT 

INTKIII 01"1'1CK COMMUNICATtON 

........ lebru&rT 1, 1940 

TO SeoretarY~~thau 

J.lr. Haa-Vf/ . 
EmploJment in the Aviation Manufacturing Induatrr 

&.lbJeot: 

1 Elllployment i n the aviation lllll.nutaotu.ring induetey 

aggregated more than 64,000 i n December. or the total, ap­
proximately 52,000 were employed in the manufacture o! ai~ 

ora!t and 12,000 in the manufacture or motors. 

2. Employment in the industry hae more than doubled in 

the last year. The increase has been greater relatively in 

the case or persons engaged i n the manufacture or aircraft 

than or a irplane motors. 

3. The Glenn L. Martin Company has the greatest number 

or egployees, 11, 200, while Douglas Aircraft is eecond with 
10,400. Martin's employment more than quadrupled during 
1939. The employment or the Bell Aircraft Corporation, on 
the other hand, was tar lower in December than it was in June. 

1+. Emplo)'ment in the production or airplane eng1nee ia 

concentrated mainl)' in two compa.niee, Wright Aeronautical 
Corporation, a subsidiary or OUrtiee-Wright Corporation, and 

the Pratt and Wbitne)' Aircraft Division or United Aircraft 

Corporation. Employment in these companies has increased 
sharply in the last three years. Emplo)'ment i n the L)'oom1,ng 

Division or Aviation lllanu!acturing Corporation, on the other 

hand, ie lower now than in 1937. 

5. '!he attached chart shows total emplo)'ment i n the 
aViati on manufacturi ng industr)' and the empl oyment of aeleoted 

companies since January 1937. '!he attached tablee give the 

figures plotted in the ohart. The figures used for total em­

plo)'ment cover al~et all of the i nduatr y, but do not include 

the emplo)'ment of some or the amal.ler co~anies tor which no 
data were avail able, 

Attachments 
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IIR. BELL: 

'!'be tol.l.orlng b an anal,yais ot .liRPI.AHES astiat.d tor and i.n.­

eluded in the !llergenCT SUpf>l-nt&l .lppl"'prbtioa .let, conriDg 1'l1nla 

t or nautral.it7: 

'lAB DEPARTII!NT 

COAST OUARD 

No planes requested in ~ 

' Ro planea requested in Budget 

IIA VT DEPAimiE!fl': 

Budpt Eetiatea, which ftra apprond b7 llouM 
Appropriation• Committ .. and Kouae: 

For nautrallt7 patrol: 
Obeervation-acoutinc •• ••• • ••••••••• 100 
Patrol~ing .• ,.... ... . .. . . .... .. 37 
Seout~1Dg.. .. .. ... . ........... . 8l 
For training: 
Traininc (primar.r) •••••• • •• ••• • •• • 1~0 
Fight.ing.. ... ... ...... . .. ... . .. . .. 50 
ObMnat1on-acout1Dc ••• ,... .. .. . . . SO 
Scout~iQg •••.••••.•.••••••.••• __j2 

518 

Dnit Coat 

$50,000 
150,000 
75,000 

16,100 
75,000 
50,000 
66lj?2 

Total 

15,000,000 
5,550,000 
6,C1'/5,~ 

2,415,000 
3,750,000 
2,500,000 
1.106 .000 

28,596,000 

The Senate Appropriationa C~tt .. deleted troa the B:Ul $6 ,CT/5 ,000 
covering 8l acout-bolobiDg planea, le&Yinc in the bill $22,521,000 tor 
N&'f7 pl.&Ma. 

The r.a.rgeDCT Sapf>l-ntal Appropriation Act 1e still in cootara.­
betlqan the t110 HouMa . 

'Z:f '· '"' 
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RE COLOI4BIAR FINANCE Pebruarr 1, 1940. 
11100 a.m. 

Present: 

H.M.Jr: 

Welles: 

Ambassador Turbay 
Dr. J aramillo 
J.!r. La;rl1n 
llr. Walles 
Kr. 1!h1te 
Jlr . Cotton 
Jlr. Gaeton 
J.lr. Traphagen 

Mr. Jones ia ver;r aorry he can't be here, 
but he is testifying before tho Foreign 
Relatione Committee. He will join ua later 
1f he can. Kr . Welles and I and Mr. Jones , 
as you know, have been offering our servi ces 
to the Republic of Colombia and t h e Protective 
Bondholders • Committee to try to be aort of 
umpires in the settlement of the debt . We 
are all very hopeful that tho Republic of 
Colombia and the Bondholders ' Protective Com­
mittee may reach an agreement today. 

The thought that we have is this , that 1f 
you gentlemen would care to discuss ;your 
problem before us and see i f at this session 
this moming, this afte.moon or tomorrow, 
if you can't get together on a bas1a which 
is acceptable to your country and to Kr; 
Traphagen, who represents tho bondholders. 
Kr. Welles and I will sit bade and be glad 
to listen . 

Could you add something to it, Kr. Wellest 

If you will permit me, I would like to a.ke 
just one euggeat1on in the nature of an addi­
tion to what the Secre tary baa said. It seems 
to me from 'IIJ.y \Dlderstanding of the a1tuat1on 
that there are certain pointe, at least in 
principle, in a rough way , tbat the Republi c 
ot Colombia and the representative of the 
bondholdera =1ght be said to be in agreement 
upo.n . There are other points , of oouree , on 
which they are not in agreement. It occurred 
to me that it =1ght aimplify mattere tor the 
purpose• of di1 cuaaion if the pointe upon 
whi ch there 111 at least an agreaent in prin­
ciple coul d be aet to one aide tor the purpose 
ot el1=1nat1on, lMving the point1 upon which 
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H.l!.Jrl 

TUrbayl 

B, M. Jra 

- 2 -

there 1e not agreement , I .r that procedure 
were adopted, perhaps it would racilitate 
the couree or the conTeraa tiona thia morning 
and I reel sure that the .Alllbauador and 
))r , Jaramillo and Mr. Traphagen, arter the 
conrerences they have had, know very well 
what the point. are upon which there 11 
agreement 1n principle , I thought pouibly 
thoee might be mentioned and then the pointe 
that are still in disagreement might be 
brought up 1n the discussion. 

I think it is an excellent suggestion. I think 
if the Ambassador would state the positi on or 
hils Government at th1a time, it might be help­
t\11 , 

All right. 

Please, 

Very well. I have here a memorandum which will 
help me to explain accurately the position or 
the Government or Colombia in an errort to meet 
the position or the bondholders on wha t might 
be called our points or ditrerence, 

Would you read itt 

Kr, Cotton! 

I will be glad to read it 

"The Government or Colombia wishes to invite 
attention to the f act that , since these nego­
tiation• were begun, world conditione have 
changed auch that we are now in a period or 
great i .nternational disturbance, the reper­
cuaaiona or which are bearing each day more 
heavily upon the economy or Colombia. 

"The economic problema or Colombia haYe been 
growing more and more aerioua due principally 
to the decline 1n the pri ce or corree, to such 
an extreme that the value or thh pr1noipal 
product 11 today barely one rourth or what it 

-· 1n 1929 . Concretely, the ezporta tion or 
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2.800.000 bags of coffee returned to the 
countcy in that year • • ••• C'..S4 . 400. 000, 
while an exportation of 4. 200.000 bags in 
1938, at an average ~rice of ll-l/21 per 
pound, brought only ~49.000.000 . '!be 
present decl ine to 8- l/21 per pound threatens 
to bring about an economic crisis similar to 
that ..tlich in 1932 obliged the countrr to 
su.spend payments on its external debt . 

"lfotv:i thstanding these difficulties , the 
Government has held to its determination to 
seek a settlement of its dollar debt . The 
Government therefore hopes that the strong 
determination whi ch animates 1t and the 
sacrifices involved in asswoing the obliga­
tions contemplated, which will aggravate the 
present difficulties, wi ll be tully appre­
ciated and understood. 

"VIith the des i re of going as !'ar as possi ble 
to reach an agreement, the Government has 
studied ''11th the greatest care the proposal 
made in the letter or January 12th by Mr. 
Traphagen and has confirmed the terms to 
which I said I would agree in the conference 
held on January 13th, under the auspices of 
the Secretary of the Treasury. 

"In the light of this same doeire and in order 
to arrive promptly at an understanding which 
goes as far as is possible in the direction 
of meeting tho Council ' s position, I am pre­
pared to recommend to my Government the follow­
ing bases of agreement in the event they are 
found to b e acceptable : 

"1) Current 1n terest- Be ginn~ w1 th the year 
1940 the GOvernment will pay 3~ interest on 
the principal amount of bonde calculated at 
$45, 000, 000 and wi.ll deliver to the Fiscal 
Agents 1n each year the amount necessary for 
this purpose . 

"2) Interest in arrears- The Government under­
takes to deliver to the Fiscal Agents each 
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La:ylln: 

H, lf,Jr: 

-. -
:year, for ten :years, ~25,000 to be applied 

to the interest 1n arrears, so tha t the 

Fiscal Agents wlll be i .n a position to pa:y 

each year against the surrender of the cou­

pons, for a half :yearly p eriod, one-sixth 

of the face amount of such coupons. 

"3) Amortization- The Republi c undertakes to 

amorti ze throughout the entire period or the 

service of the loan an annual amount in bonds 

or a face value equal to l i( of tho h5,ooo,ooo 
principal amount , That 1s to aa:y: tho Govom­

ment will deliver annually to the Fiscal Agents 

bonds, for amortization, 1n the face amount of 

fi450, 000. The bonds that the Oovel'riiiiOnt now 

o'lma and which amount to about $5, 900, 000 will 

not be used for thi a purpose, but will be 

cancelled at the time of entering into tho 

settlement. • 

1hat means six from forty- five leaves 39 million! 

No, it was f ifty-one, Mr. Secretary. 

"4) Total service monfSa- The Government agrees 

that , bogfiirilrig with e :yea.r 1941, 1 t will 

apply to the service of the loan not leas than 

$1, 800, 000; and $2, 000, 000 beginning with 1950 

or so soon thereafter as the value of the ex­

portations from Colombia (exclusi ve of petrol­

eum and 6~ of the gold, platinum and banana ) 

equals b:y at least 120~ the value of such ex­

por tations for the :year 1938, 

"5) Additional amortization.- In the e vent and 

to the extent that the roqu.irOlllenta for current 

interest and interest ih a rrears and the coat 

to the Oovemment of the purchase of the $450, 000 

face amount of bonds do not exhaust tho total 

service moneys of $1, 800, 000, or $2, 000, 000 aa 

the case may be, the Gove1'111110nt \mdertakes to 

apply the differ·ence to the purchase of bonds 

for delivery to the Fiscal Agents for amortiza­

tion, or to deliver aaid difference 1n caah to 

the Fiscal Agents for tho purchas e of booda for 

amortisation. It is understood that tho Govem­

ment ma:y and hopea to amortir:o bonds more rapidly 

than here contemplated i f condition e p ermitJ 
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and -:r redeem the bonds at pa.r on an:r 
interest pe,:rment date , in whole or in part, 

•s) The Govermaent will agree that, 1'f a 
better settlement ie made with the foreign 
holder~~ of an;r other extel'll&l boru1s or the 
national Govemment now outetandi.J18, like 
better trfttment will be exteru1ed to the 
holders of the boru1e covered b7 th1e settle­
ment. 

"7} So soon as an agreement in principle ie 
reached, on the direct dollar debt, the 
Banco Agricola Hipotecario will eeru1 a 
representative to the United States with in­
structions to negotiate an immediate settle­
ment of the dollar debt of that Bank rar­
anteed b7 the Government of Colombia, 

Well, at least th.at is a concrete statement, 
anywa,-. Do ,-ou care to coDIIDent on it, Jir, 
TraphagenT 

Well, I will be ver,. glad to give m7 im­
pressions ot it. 

Would ,-ou, please? 

Trapb.agena You under~~tand, I haven't consulted with my 
associates in the Council and it is onl7 my 
individual opinion. 

H,U,Jra But could I interrupt! 

Traphagena Yea. 

H. M, Jra What I hope wUl happen ie thie, that at this 
meeting toda;r , it will be tigurativelJ that 
;you and the Colombians wUl be beh1ru1 locked 
doors and that it there 1a -ethi.Jl8 that 
comes up thie 110rning or this afternoon o r 
to110rrow that JOU would be able to consult 
with ,-our committee by telephone and that they, 
ll there 1e eo- point, would call up the 
President ot Colombia and do the eame, eo 
that thie thing would now reall;r move and 
that we would come to a happ:r conclusion. 

71 

Regraded Uclassified



Traphagen: 

H.M.Jrr 

Traphagen: 

R. U.Jrr 

Turban 
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-You would l i ke to lock u.a up together and 
not let ua out until we agree, ia that itT 

Yea . There ia a very nice r oom downstairs 
and we will serve l\Ulch to you and bring 
you clean towels and a sponge bath, if 
necessary, but we would like to lock you up 
so that thi s idea - if they say they have 
to present it to the President of Colombia, 
we will even pay for the telephone call to 
the President of Colombia and we will pay 
for your telephone calls , 

If t he meals are very good, we may not want 
to get out. 

Then we will put you on bread and water, 
But tha t was the i dea that l!r. Well es and 
I had , that 1f, you sentlemen being willing, 
thD.t you Just would stay at this thing now 
until you came to a conclusion. 

We have no objection. We would be delighted. 

Traphagen: Well , I - JtrT reaction to this plan 1a thia, 
llr. Secretary, that it provides for a ~ per­
cent interest which, frankly, ia leaa than 
we had contemplated, by quite a little. It 
provi des , aa I aee it, for the payment of 
one- sixth ot the back interest. The back 
interest amounts to approximately 131 million 
dollars and it wruld cc:ntemplate paying 2\ 
million dollars or 2! million dollars ot that 
13! million dollars over a period of ten years. 
That wou.ld be 2t million it they pay ue 
$225 , 000 a year over a ten-year peri od, which 
I am afraid would - I am quite certain wouldn't 
be acceptable , And then it provides for the 
purchase or $450, 000 face amount of bonds a 
year , which, if figured at 50 cents on the 
dollar , I t~ you get far leas than that 
\Ulder any such plan aa tbia. I th1nk you get 
them for about 35 cents on the dollar, but 
figuring i t at 50 oenta on the dollar, would 
amount to a total of a aillion ei,d!.t a year 
and you agree to a min imum of a milli on ei ght . 
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Now, frankly, I had had the feeling all along 
that the Colombian Government was willing to 
make a payment of two milli on dollars a year 
w1 th the exception or the f irst year, in which 
t h ey had put in the budget $1, 750, 000, and I 
was in hopes that i f we could get up to a sum 
a little above the two million dollars 'llbi ch 
I have been discussing with the Ambassador and 
Dr. J aramillo , that we weren't so very far 
apart , but I am f rankly a little bit disturbed 
in my hopefulness at the thought of t his re­
duced figure of a mill i on eight. The memorandum 
apeoka of two million dollars 1n 1950 if the 
exports at that time are 120% of what they 
were in 1938 . I am a little afraid, Mr. Secr e ­
tary, that this offer brings us further away 
from each other than I had hoped we were before , 
and as much as I am willing to go into that 
room that you apeak of and s tay there , I am 

a f raid it is going to keep ue an awfull;y long 
til!lll • 

l! . li. Jr: Well , Mr. Traphagen, here ie the memorandum and 
I make this euggestion, that you go and talk 
it over w1 th whoever your a s so cia tea are and 
then whatever time you need , then we will meet 
ri ght after lunch with these gentlemen again. 
Would tha t be all r i ght? 

2rapha gen: Yea , I can t e lephone my people in New York 
1f that 1s what you bad in mind. 

R. M. Jr: ThAt is vhat I had in mind, and then say, "Now, 
we have got this --" 

Traphagen: I know pretty well what they will sa;y, but I 
will talk to them. 

3 . !.! . Jr: If you could come bo.ck wi th a statement and 
t h en the Colombi ans could, i n tum , telephone 
that d own to Colombia and that would keep 
the thing going. 'lhat was the way I was 
going to suggee t that it move and keep doing 
that until we get together, Would that be 
all right! 

Traphagen: I t 1a all right with me. 
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Is that all right wi th you gentlemen! 

Pertectl7. 

~e only qaalitica tion I make i s that I 
do have to be i n New York tomorrow morning. 

Then 70u can eettle it toda7. That makes 
it eaeier for e verybod7. 

Jaramillo: A good solution. 

B.~.Jr r How would this be, if we give you a place, 
an office where "JOU could be by yourself 
and phone, and that 'llhen you are ready, :you 
let t.llese gentlemen know. Ythere would you 
like to beT 

La;rl1n: 'ile can wai t right here 1n the Treasury. 

H. !.I, Jr r Pine, We will give you each a room, 'Ihere i e 
lots of room. 

Turbay : We could meet l ater. 

B. M.Jrr Bow long do "JOU think 1t will t ake youT 

Traphagen a I don ' t think it will take me a very lmg 
t i me to get rq people on the phone. 

B.~ .Jrr Could you be ready b:y 12:00 o'clock! 

Traphagen: Oh, I th1nk eo . 

B. M,Jr r Well , we will be read:y b:y 12: 00, so wh:y not 
j1111t wait. Uould that be all right? 

Turbay: It would be all right , yea. 

Traphagen: I would lik e very much if the Ambassador and 
Jaramill o would have lunch with me, and Mr. 
La;rl1n, and 14r. Cotton, or anybody else, and 
ma;rbe we can talk it over at lunch, and thea: 
would 70u like ue to report to y ou later 1n 
the d ayT 

B. M,Jr: Well, Mr. Welles and I were hol ding oureelve• 
a t Cabinet untU 4aro, eo you could all ccae 
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beck then and tell ue 70u were all together, 
or •7be we could •et here again at fot30, 
but in the meantime you people oould be 
meeting with each other. Ia th&t wbat 70u 
b&d in mind t 

Yea. 

Will that be all r1ghtt 

I wlll do an.,thing that 'JOU aay. 

Then you people are going to meet at 1100 o'cl ock 
for l\Dlch1 1.a that itt 

'nlat 1a all right. 

Suppose I endeavor to get ~ principals on the 
phone and talk with them and •ybe you gentle­
men would come to the hotel and have lunch 
with me, at the Ma yflower, would 'JOU, at 1100 
o' clockf 

We would be delighted . 

And then we will all aee 'JOU again at 4:30. It, 
during the day, you want to 111o1et h ere in the 
Treaaur.,, I mean U there ia any ~ea t i on you 
'IIDUld l1ko to put up , Mr. Boll 1e available all 
day on thia. And you (Mr. Welles) are available. 

I will have to b e at the White Bouse 1lllmed1atol7 
a fter Cabinet. 

Could you be back at 4:SOt 

It depends on how long I have to atay. 

It anything canoe up during the day, will 70u 
apeak to lolr. Boll t 

Yea . 

And I wlll hold ~eelt 1n readino .. at 4tSO. 

lll r!aht. 
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- MEMORANDUM-

IUIIIAJADA H COLOIIIIIA 

WMHIII.-rQII 

The Government of Colombia wishes to invite atten­

tion to the fact that, since these negotiations were be­

gun, world conditions have changed such that we are now 

in a period of great international disturbance, the re­

percussions of which are bearing aaoh day more heavily 

upon the economy of Colombia . 

The economic problems of Colombia have been growing 

more and more serious due principally to the decline in 

the price of coffee, to such an extreme that the value of 

this principal product is today barely one fourth of what 

it was in 1929 . Concretely, the exportation of 2.800.000 

bags of coffee returned to the country in that year 

$74 .400 .000, while an exportation of 4.200.000 bags in 

1938, at an average price of 11-1/2; per pound, brought 

only $49.000,000. The present decline to 8-1/2; per pound 

threatens to bring about an economic crisis similar to 

that which in 1932 obl iged the country to suspend payments 

on its external debt . 

Notwithstanding these difficulties, the Government 

86 

Regraded Uclassified



••u'D' oa 00&.011~ 
WMMIM~M 

- 2-

has held to its determination to seek a settlement or 

its dollar debt . The Government therefore hopes that 

the strong determination which. animates it and the sacri­

fices involved in assuming the obligations contempla ted, 

which will aggravate the pr esent difficulties , will be 

fully appreoia ted and understood . 

With the desire or going as far as possible to r each 

an agreement, the Government has studied with the greatest 

cere the proposal made in the letter of January 12th by 

Mr . Traphagen and has confirmed the terms to which I said 

I ~~uld agree in the conference held on January 13th,under 

the auspices of the Secretary of the Treasury. 

In the light ot this same desire end in order to a.r - . 

rive promptly at an understanding which goes as far as is 

possible in the directi on of meeting the Council's posi­

tion, I am prepared to recommend to my Government the fol­

lowing bases or agreement in the event they are round to 
be acceptable: 

1) Current interest.. Beginning with the year 1940 the 
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Government wi ll pay 3% i nterest on the principal amount 

of bonds calculated at $45, 000, 000 and will deliver to 

the Fiscal Agents in each year the amount necessary for 

this purpose . 

2) Interest in arrears- The Government undertakes to 

deliver to the Fiscal Agent s eaoh year, for ten years, 

$225 .000 to be applied to ~e int erest in arrears , so 

that the Fiscal Agents wil l be in a position to pay each 

year against the surrender of the coupons, for a hal f 

year ly period, one- sixt h of the face amount of such cou-

pons • 

. 3) Amortization- The Republic undertakes to amortize 

throughout the entire period of the service of the l oan 

an annual amount in bonds of a face value equal to 1% 

of the '45, 000,000 principal amount . That is to s ay: the 

Government will del i ver annually to the Fi scal Agent s 

bonds , for amortization , in the face amount of ~450 . 000 . 

The bonds that the Govarnment now owns and which amount 
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t o about $5.900.000 will not be used ror this purpose, 

bu t will be cancelled at the time or entering into the 

settlement . 

4) Total service moneys- The Government agrees that, 

begiMing vii th the year 1941, 1 t will apply to the serv­

ice or the loan not less than ~1.800,000; and $2 .000.000 

beginning with 1950 or so soon thereafter as the value 

or tho exportations from Colombia (exclusive of petroleum 

and 60% of the gol d , platinum and banana) equals by at 

least 12~ the value or such exportations for the year 
1938 . 

5) Additional amortization . - In the event and to the 

extent that the r equirements ror current interest and 

interest in arrears and the cost to the Government of the 

purchase of the $450 .000 face amount of bonds do not ex­

haust the total aervioe moneys or $1.800.000, or $2.000.000 

as the case may be, the Government undertakes to apply 
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the difference to the purchase of bonds for delivery to 

the Fiscal Agents for amortization, or to deliver said 

difference in cash to the Fiscal Agents for the purchase 

of bonds for amortization . It is understood tha t the 

Government may end hopes to amortize bonds more rapidly 

than hero contemplated if conditione permit; and may re­

deem tho bonds at per on any inter est payment date , in 

whole or in part . 

6) The Covcrnment will agree that, if a better settle­

ment is made with t he foreign holders of any other ex­

ter nal bonds or the national Government now outstanding, 

like better treatment will be extended to the holders of 

the bonds covered by this settlement . 

7) So soon as an agreement in principle is reached, on 

the direct dollar debt , the Banco Agricola Hipotecario 

will send a representative to the United States with ins­

tructions to negotiate an immediate settlement of the 

dol~ar debt or that Bank guaranteed by the Government of 

Colombia . 
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RR COLOMBIAlf PDWICB Pebru&r7 1, 19f0. 
'ISO p.a. 

Preeent l 

H. lii.Jrl 

Turbt.)'l 

Jaramillo! 

S. )I! .Jrl 

Traph agen: 

H. l.l . Jr : 

·Traph.o.gen1 

H. li. Jrl . 

Jaramillo! 

B. M.Jrl 

Tur ba71 

Mr. Welle• 
Mr. Bell 
Mr. Oottan 
Ambassador Turba7 
Dr, Jaramillo 
Mr. La7lin 
lfr. Traphagen 

Well, lfr. Ambassador, where are we this attar­
noon? 

lYe had lunch and spent a ver,. pleasant hour. 

The lunch was good but the cc:overaatian -a 
not eo good. 

I aee. 

We a gree on rood , lfr . Secretar,., but on ver,. 
little else. 

I see. 

I am eorr,. to aa,.. I waa able to get 1n touch 
with the Executive Committee ot the Oouncil 
on t he telephone but I waan 1 t able to persuade 
them to make an,. better otter than wbat they 
t'elt waa their m1n1mum otter, which I coiaamni­
cated to the Ambaaeador on Jan-rr 12th, eJid 
that otter cc:otemplated the annual pa)'l&ent or 
$2,SOO, OOO a 7ear and attar the t'irst five 
)'e&rS it cont .. plated a ' percent coupon . 'Dla 
Executive Committee were quite unanimous tbat 
thG)' reel the,. couldn ' t go below that. 

How do you people teal attar lunch! How is 
the price or corree tod&7, an)' s..provementT 

No, it baan't ilaproved yet. We have now eb! 
per pound trom 'l>O, tour months ago. 

What do you want to do , jus t let the thing 
drop? 

(The Ambassador stated 1n heavil7 accented 
Engl1ah that be was e.zt~ly anxious, pe:r-­
sonall)', to reach a sat1st'actor,. agre-nt 
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Traphagen: 

Jaramillo: 

Lay l1n: 

Cot t on: 

H. M. Jr: 

Layl1n: 

'1'11rb&JI 

Layl1n: 

H, K,Jr: 

Layl1na 

Bell: 

- 2 -

with the Bondholder•' Protective Oomaittee and 
that the Colombian delegation had expected 
Mr. Traphagen to be 1n a podt1on to put tol"ft.l'd 
a new propoe1tion at th1a -•ting). 

I ua veey eorey, Kr. Secretaey, that we haven't 
been more aucceaatul. I reali~e that you and 
Mr. Wellee and eveeyona alee who h&e had any­
thinS to do with thie hae dc:ne eveeyth1ng they 
could to help ua and I am atill hcpetul that 
aaaehow, aaae -y, we can get together with a 
little aore t~. 

I auppoae the price ot cottee baa aomething to 
do with it. 

(On1ntell1gible). -

Yea, 3} percent represent• - with the depre­
c iation, the 3i percent paid, Xr, Secretary, 
it 'IIIOuld coat 1n peaoa what 6 percent 'IIIOuld 
usually coat. 

That 1a right, too. 

Could I Just talk a minute here w1 th Mr. 11'ellea 
lind Mr. Bellt 

(Diaouuion ott the record) 

Alii I correct that 1n the budget they now have -
how much money allooated tor debt retireaent or 
tor debt 1ntereat, rather, 1ntereet on the debtt 

Aa I underatand it - yea, 3,250,000 peeoa. 

About. 

Por the .t.er1oan and Engliah debt tor the -rear 
1~40. 

Three million how muoht 

Two hundred t1tty tbouaand peaoa. !low, the peao 
1a 157~. Bow .any dollare 1a that! 
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TUrbays 

B.M. Jr: 

TUrbays 

a .li.Jrs 

TUrba:ys 

Cot t on: 

Laylins 

Belli 

La:ylln: 

Belli 

H. M.Jr: 

La:ylins 

B. !.!.Jr: 

La:yl1n1 

B.li . Jrs 
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It &1110\Ults to about $3, 900,000. 

Is that all a vailable tor the United StatesT 

No. 

Is a million nine ava1lableT 

45 million for settling or the debt. 

It would be about one million seven, WOlldn't 

itT 

That is for the 45 million of dollar debt , 
only. 

There is s ame more in t h ere • though. 

But that they allocate to the English debt . 

I see. 

In order that llr. Welles and llr. Jones can earn 
t h eir salary and not have nothing came out ot 
this conference, as a aort of last suggestion -

in tact , a last suggeetion - we otter this to 
you people, that you consider a t8111porar,r 
arrangement for one year; that you take fl , 350, 000, 

which would be 3 percent on the 45 million, and 

pa7 half or that imllled1atel,. and the other halt 

1n six months ; that you agre e to take $400, 000 

and aa rapidly as possible retire $400, 000 
worth of bonds. r mean, you spend $400, 000 to 
retire - bu,- as many bonds as ,-ou can tor 
$400,ooo, and that aa soon as that 1a announced 
you continue ,-our negotiations for a permanent 

ssttle1118nt , but do this for one 7ear. 

Would you m1nd repeating? In tha tirat s ix 
1110ntha ,-ou apend half ot the mil lion seven 
!irtyT 

Well, I take it 7ou pa7 a«m1-annua11,.. 

Yea. 

You would take a a1lli on three !itt,. • wbich 
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would be ~675 ,000 - I mean that 70U take halt 
ot it and pa7 immed1atel7 li% intereet on 
t5 m1111m debt and 1n elx months 70u p.,­
another li~ and that the Colombian Government 
agree to spend $400,000 cash and bu7 aa manr 
ot the bonds aa the7 oan tor that mone7, doina 
that aa rapidl7 aa poaaible . 

Wollea a During the twelve montha 1 period. 

B. W. Jr: During the twelve montha 1 period. But a.rter 
t hat is announced, that 70u continue with the 
Council to Ylork toW8rd a permanent settlement. 
The reason we auggeat that , that ia what 7ou 
have got in 7our budget and before your next 
budget ia made up 7QU put 1n eo-thing which 
would be agreeable and it givea you ample 
time, but I am not making t h ia auggoation for 
t rading purposes, 70u see. 

Jones : Would t hat be a cceptab le to the Commit tee, do 

you think? 

H. M. J r: Which committeeT 

Jones a The Traphagen Committee , 

H. K. Jra Well , there it is. 

TNpbagena Mr. Jonee , I did dia cuaa with rq Collllllittee toda7 

thia whole question. 

Jones : Firat I want to apologize. I didn't even recog­
nize 7QU. 

Traphagen: Didn ' t 7ouT I aaid, "Hello~ Mr. Jonea," and I 
thought 70u did. 

Jones: I thougtlt 70u were another ~here. I couldn ' t 
recall 70ur name. 

Traphagen! Your apology ia certa1nl7 accepted. 

The Council aa1d th1a to me, that it it were 
impoaaible to agree on a permanent sett lement, 
that the7 would be willing to conaider a 
t•pora~ aettl-nt that would envisage the 
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l)a:r-nt of interest at 31~. which would take 
$1 , 575, 000 and · tt.t over and above that, the:r 
would exl)ect the Colcab1ana to pa:r $2251 000 
toward the sinking tund, which would 111ean 
annual payments of $1,800, 000 during the lite 
ot th1a temporal'T aettl-ent. They would be 
vel'T loath to go under ~ coupon 1n the t-­
poral'T settlement, but the,- w04].d a~e to a 
temporary settlement over one year or two 
1eara or three 1eara. 

I think that we reoognhe that Cololllbia 1a 

having a hard time at the moment with the 
price of ooffee where it 1a. 

H, ll , J'r : Well now, have )'OU got the au thor1 ty to aa,- ,-es 
or no to the suggestion that we made! 

Turba71 Yea . 

H, l\! , J'r : You can aa;r yea - have you the authorit;rt 

Turbay: I would have to apeak to my Government because 

Jaramillo : Tbe;r have not contemplated that solution. 

Turbny : In order to avoid an,- difficulty wi th the Council , 

the Council - I would w1eh to apeak to 1111 Govern­
ment 1n regard t o ,-our suggestion, Kr . Secret&l'T• 

Jonea : 

H, II, J'r : 

Jonea: 

E. M. Jr: 

Jones: 

B.M. Jr: 

I didn ' t hear 1t. Will eomebody interpret that! 

The Ambaaaador 1a going to take the suggestion 
ot the three of ua and I take it e1 ther tele­
phone or telegraph it down and get the ,-ea or 
no for hie Government on that, 

1bat ia our auggeetiont 

Our euggeetion, 

And then that would be aubmitted to Kr. Traphagen! 

And I am going to aek Kr. Traphagen 1t he would 
take th1a auggeet1on 'llhioh we have •de here 
and eubmlt it to the Council. 
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Lay lin: 

B. M.Jr: 

Lay lin: 

Traphacen: 

Lay lin: 

Traphagen: 

Welle a: 

H. lt . Jr: 

Jonea: 

B, I!, Jr: 

Ylellea: 

Traphagen: 

- 6 -

Mr. Traphagen, I ahould say that Francia White 
suggested to Ambassador Lopez and me a three­
year t11111porary settlement on a 3% basis, way 
last August, 

I didn ' t even know that. What was his suggestionf 

He wasn ' t apecii'ic on the UIOunt of the sinking 
t'und, but it was for three years and 3 percent 
interest. 

Well, of course, these suggeationa that have 
been made in the past, they have been made on 
your side and they have been ~e on our aide 
and you made the so- called Laylin suggestion 
and Francia \\'bite may have made some other 
suggestions, tbe suggestions that were made in 
the past have been put in the d iscard. We are 
willing to agree to the Laylin settlement. 

I mentioned this so that you could use it in 
your discussion when i t comes, 

Yes , 

I would like to repeat what the Ambassador baa 
just added to that in Spanish. Be prefers t he 
idea of a one- year settlement along the linea 
that you have proposed, with the clear under­
standine; that it 1s only for one year, but 
that during that year the Council and the 
Col~bian representative& maintain a close con­
teet with a view to negotiating a permanent 
settlement. 

Well , that i s what you and I and Mr . Jones were 
talking about, a one-year settlement, but im­
media tely continue theae diacuaaiona , looking 
toward a permanent one. 

And not wait untU the end of the year to start. 

No, cmtinue right now. 

That was the Ambaaeador'a auggeation. 

I didn' t hear the f irat part of Mr. Welles' in­
terpretation. The Ambasaador preferred a one­
year aettlementf 
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Wel lea : 

Traphagen: 

B. !!. Jr: 

Traphag en: 

Jone s : 

v:allea : 

Jones: 

Welles: 

B, l.l , Jr: 

- 7 -

A one-year settlement, Kr, Traphagen, yea. 

I will be nry flad to subllli t that to the 
Council and I w ll try to get an an.swer 
for you just as soon ae possible, 

Will you! 

I will. 

Can we al!k both of these gentleman to a gree to 
recommend itT 

'!he Ambassador said t ha t he will be willing to 
recommend it to his Government ae a means of 
avoiding a breakdown of negotiatione , although 
he would prefer to h ave the negotiations con­
tinue with a view to reaching ~ a greement for 
a pel'lllanent settlement, but if that proves 
impossible, or if that provea impoaei ble for 
the present time , he would be disposed to 
recommend this suggestion to h ie Government 
as a mea ne of avoiding a breakdown and ae a 
meane of continuing negotiations with a view 
to a permanent se ttlement. 

The Ambassador repeats what I have already said, 
that is, that on three or t'our occaeiona , the 
Colcmb~ Government bas obje cted to a teJIIPOr&l')' 
arrangement , preferring a permanent arrangement. 

Then they would prefer to continue the negotiatione 
now in an effort to make a permanent arrangement, 
rather than to 1111.ke the ~porary a rrangement , 
1a that oorreotT 

That i e the Ambaseador's de ei re , but 1n order 
t o a voi d a breakdown of negoti ations or to 
avoid indefinite continuation and inability 
to get together, he woul d be dispoeed to 
reoo-nd thle ae a solu tion for one year. 

llr. Jones wou l d l ike to go 1n a corner with 
ue again. 

{Dieouaaion off the record) 
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H. M. Jl'l 

Lay lin: 

H. l!.Jr: 

\':ellee : 

H . ~~. Jr: 

t:elles: 

H. l!. Jr: 

Turbay: 

R. II:.Jr; 

- 8 -

One thing that )lr. Cotton drew to 'lll,y attention 
was this, that 1n the continuation of a per­
manent settlement, the Colol!lbian Government , 
as part of tba t , would .i.llll!ledia tely .end up 
aocebody representing the agricultural bank 
to negotiate that. 

Along with the negotiati on for the pe~ent 
aettlementt 

Yes . 

The Ambassador says, in reply to your request , 
that he would, of course, agree that a repre­
sentative of the mortgage bank come immedlately 
and take a hand 1n negot1atione for the settle­
ment of that debt, but that he does not conceive 
of a settlement of that debt being possible until 
a permanent arrangement for the 45 m1lllon bas 
been found , but that he 111 willing to have the 
representative come immediately nevertheless 
to undertake those negotiations . 

\'louldn' t he be willing to say this, that in 
consideration of the permanent settlement, 
the one on the mortgage bank, that the two 
would be along together eimul t aneouelyt 

That is exactly what be says. 

That 1e the point. Do I .understand, gentlemen, 
that you will now recommend th1e suggestion to 
your Government , is that the ideat 

Yes . 

How about you, Mr. Trapbagent 

I am &!'raid I will have to. 

That 111 something. Could I posa1bly bear t'rcm 
you Monday or Tueedayt 

Traphagen ; I think eo. I think I can let you know by 
L!onday. 

H. !.!. Jr; 
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Traphagen a 

H,X,Jrl 

Turb&yl 

Traphagen a 

B.lf.Jr: 

Do JOU think 70U ·gentlemen coul4 let WI know 
bJ Morv' .,., 

Yea. 

It atst>-t be late llondaJ, but aomet1ae be.t'ore 
m1dn1s'l t. 

'!'ben 1111 juat w111 hope .t'or the beat, 

Traphagen: All right. I will do the beet · I can with 1t. 

I! , I!! , J r : Have 70U anJtb1ng to ea71 

1'/elleaa I JDerel7 want t o clear up ooe point ao there 
won't be aDJ a1e11Dderatand1ng. It ia rq 
underetand1ng that 1t th1a te11p0rar,. agree­
JDent 1a reached aa a reau1t o.t' the reo-nda­
t1ona that have been ma4e b7 both aidee, that 
negot1ationa .t'or the permanent settlement 11'111 
be retr111118d '--d1atel:r therea.t'ter. Am I right 
1n that Ullderatend1ngt 

Turbay: Yea , And I go a little .t'arther, that i.t', be­
t ween now and MandaJ or Tueada7, Mr. Traphagen'• 
CoiiiDittee can propoae another aucgeation, 1111 

will c011111der the new IIU&Seation, beoauae 1111 
hope ia tor a penanent Httle-nt at all 
tiJiea, 

B, li!, Jr: Do JOU get w:tat he aucgeatedf He aa1d it be­
tween now and Mond&7 and TUeedaJ the Council 
hae a eucgeation tor a permanent aettleaent, 
he woul4 be Vft'J glad to entertain it, 

Turbay: Bxactl:r. 

Traphagena Tee. I aa a little doubttul. it I oould work 
that out before Jlonda.:r or TW18da71 but i.t' .. 
ahould - 1t the Aabaaeador and ~elt lhoul4 
••• eome hopf ot woJtdng out a peJ.W&Dent 
eettle.ent, would 1t be asreeable to JOU gentle­
•n 1n t:tat ev.nt to poetpone the azmo~m-llt 
ot a te.poi'U7 Httl-llt ~r a ~ -•at 
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H. Jl . Jr: 

Traphagen: 
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Sure . 

If we see eome real hope or doing it. 

It wculd be our desire . 

I auggeated to tbe Ambassador while you gentle­
men were diaouaaing tboee things between your­
selves - Dr. Turbay said to me that he -a a 
little loath to think about one-year settle­
menta. I am a little loath to think about i t , 
b ecaus e I v1eual1ze I am going to be apendi.Jlg 
quite a l1t tle time down here over t h e next 
year if' that ia the case, 

It is a lovely climate . 

And I would like to get it through aa soon aa 
possible and I suggested that perhaps 1f we 
could have a period of' two weeks to eee 1f' 
we can't possibly work out a permanent settle­
men t , that t ha t might b e a very wise t hi ng to 
do. 

Vlell , the matter is up to you gentlemen. I 
go t the feeling after you came back that the 
thing was h ope less, so theret'ore aa a f'1nal 
gesture I suggested one year, but if' you 
people think that in one or two weeks' time 
you can cane to a permanent thing, I am sure 
everybody here would be delighted, 

Traphagen: I tbi.nk , lolr, Secretary, if we keep i t down to 
a fairly abort t1.me and have 1t understood 
that 1r we can't do this 1n the wa:7 or a 

- penll&llent settlement within two weeks 

B, M, Jr: Tbat liOUld be the 15th of February, 

Traphagen: Tbat then the alteiU&tive 1e to agree to this 
tempora17 settlement f'or one year, that then 
we will go to it verr bard and aee what can 
be done , 

Welles : The Ambassador aaya be would like tbia arrange­
ment , that the t wo sides would obtain the 
agreement of their principals aa to the 
temporary arrangements suggested by you tor 
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one year w1 th the underatand1ng, how eYer, that 
no announcement to that effect will be -de 
within the period or two weeks beg1nn1ng today, 
With tho hope that a pe~ent arre.ngement, aa 
Mr. Traphagen haa augseated, -Y be round 
within tboae two weoka, but it at the end or 
thoae two weeks, no permanent arrangement 
hae been round possible , that then the temporary 
arre.ngement for one year would go into effect 
and negotiations would continuo tor a pe~ent 
arrangement. 

H. I.! . Jr: \'lhat do you think? 

Traphagen~ 1 think that is very good. 

H. II . Jr: Be tween now and the 15th of February. 

Turbay : Between now and the 15th or February. 

Traphagen: That ia all r1sht. 

Turbe.y: Moot each day. 

Traphagen: 1 didn 't qui to understand you. 

La:rl1n: He is givins you two weeke because he needa only 
a day tor a settlement. 

Traphagen: Well , he has only one principal to bother with 
and I have seven or eigbt. 
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H. M.Jr: Then, as I understand it, sometime Monday Mr. Welles 
will bear from the Colombian Government as to the 
one-year settlement, whether that is agreeable, 
and 1 will hoa.r t'rom you. 

Traphagen: Very good. 

H. lt . Jr: And then it you can co- to a one- year agree­
ment , that 1a put into your aide pocket and 
you people - no announce-nt , but continue 

Traphagen! 

until the 15tb of' February trying to oome to 
a permanent settlement . 

1 think that 1a excellent. 
on tb8 15th or February it 
permanent aettle-nt. 

It will be announced 
we have come to a 
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And if i t ie a one- year eettl .. ent, then the 
lJ~ will be paid 1:mmed1&toly on the announce­
ment or the settlement. 

Turbayr Yea . 

Traphagen: And half of the sinking fund would be a lllillion 
a even. 

H.~. Jr : No, l;i would be paid immediately on --

Cottonf Six hundred twenty- five thousand dollars, 

i'i'elloa: On the 15th of February, the Ambaeaador says. 

B, l.!, Jr: Would be paid on tho 15th of February. 

Traphagen: Then there waa the sum or (;400, 000 --

H. !l, Jr: l'lhich they would go into tho market and buy aa 
r apidly as pos sible outstanding bonds, 

Traphagen : Within s year? 

H. V., Jr: Within 12 months, 
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TREASURY DEPARTMENT 

INT&R 0~ COMMUNICATION 

TO 

....... 
seo~etarr llorc•••ba• 

~. lihUe 

SubJeot: FORIIGII ICOIOIIIQ PI!5!Pl'JU! 
(Prepared b7 tbe D1Y1e1on of lloaetarr Reeeareb) 

Br1ta1g 

JohUbebnd1.ng the withdrawal froa the 1atlor .arket 
b7 aob111&at1oa of oYer a a1111oa aea, there baa aot-.117 
been an 1aorea" 1a Br1t1eb aa.-p1eraeat e1aoe the oat­
break of nr. At the a1ddle of Deoeaber the rea1ete~e4 
une~lored naabered 1,36o,ooo, ooapared With 1,275,000 oa August 1~. fbh dou aot 1ao1ade ~ .. htere4 aaeap1ore4 
-- e.g., doaeet1o eerYaate, profeee1oaal, .,r1oalt.ral l abor, eto. 

The pere1eteaoe of a .. betaat1&l Yol .. e of aaeaplor­
aent, 1n the faoe of the w1thdrawal of oae a111 1oa able­
bodied aen, 1ad1oahe tbat the llrU1eb ~e&l aaUoa&l 1aooae 
tell eubetant1&ll7 4ur1aa the laet qaarter of 1'39 aad 
•usceate that the real aaUoaal 1nooae a&J 'be &a&lle~ 1n 
1940 than 1a 1939. file part of the aaUoaal 1n-e anU­
able for ooaeuapt1on and prodaot1Ye 1aYeetaent w1ll M 
auoh ea&ller tb&a 1n 1'3' Noaa" a blglaer proportion of 
total output .Ul oone1et of araaaeate. Ia terae of 
eterl1ag, the aauon&l 1nooae Will M lUper booa••• of 
r111ag pr1o... lholee&le pr1oee are &lreaCJ a'bnt oao­
tourtb 111Cher tb&a laet Jaaaarr. 

J:et1a&to4 'blatcetarr upea4U.aree 1ad1oate tllat roqb].J 
h&lt ot tile llr1Uell aaUoaal 1ao•• 1a the rear 1940 w11l 
be p&14 oat b7 the llr1Uell J:xobeqaer. 
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Empire production ot essential war materiala: 

1914 Current annual J:!roduot1on 

Copper 8;,ooo t one 6oo,ooo t one 
Lead ore 130,000 • 6JQ,OCO • 
l11oltel 20,000 • 95,000 • 
Alulllinu• 14,000 • 88, 000 • 
Aebestoa 98,000 • J44,ooc • 
St eel pr o· 
duo t1on 
( capaC1tJ) 9,000,000 t ona 18,000,000 tone 

on t he United Kingdom 
the Dominions in India) ae trom Februar1 1. 

also taken over the Br1tiah shipbuilding industry 
and are malting plans tor t he development ot the ehipbuitd1ng 
indus t ry 1n Canada. The ob jective 1e t o secure greater 
e!f1o1enoy in the opera t1on ot ships and an 1ncreaee in t he 
rate or new construction. 

Over halt a ~1111on t one or Br1tiab aercbant shipping 
has been sunk in the past tive months. New British conatruo­
tlon has no t quite ottaet the lost t onnage . However, shipping 
requ1re:oents are now greater than during peace t111e and 
the ett1o1eno1 ot ex1et1ng t onnage haa been reduced through 
t~e opera tion ot the oonvoJ 17atea and contraband control. 

Tbe oer ohD.n t ah1pbu1ld1ng 1nduatr:r ot Britain 11 operat­
ing near 1te oapacit~ ot 2 million t one per 7ear. !he Govern .. nt 
hns dec ided t o order a larger t onnage ot atandardi~ed tr.-p 
ehlpa wh1oh will perait increased ettioiencJ and speed in 
production. 

Italy and Oerman1 

As the result ot the sale ot the property ot 18;,ooo 
C>e rman nat1onala in Nor thern ItalJ who have agreed to migrate 
to C>er11111ny, Oeraan7 hae acquired a cls1m agal.nst the Italian 
Government ot about 6 billion lire. This 6 billion lire 
would eu!tioe to liquidate the whole ot the o.raan clearing 
debt t o Italy and t o P81 t or over two 1ea ra ot Geraan iii])Orta 
tro2 ItalJ. However, it ia not Jet certal.n bow t~ia debt 
w,lll be applied t o the current ba1anoe ot par-ents between 
tne two countrlea, 
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Reports indicate t hat the property left by the German 
emi grant• is supposed to be paid for by December 31, 1942. 
But Ital1 will be ney reluctant to export to Gerllllllt 
wi thout receiving imports currentl7 in exchange, particu­
larly German coal whioh is essential to I talian 1ndustrt. 
Ge~Y will wiah to deoz-.aee her eltports to Italt , while 
i nc reae1ng her iiDporte, but it ie doubtfUl whether Italy 
will a~e t o a change of the trade balance• of the magni­
tude ot 6 billion lire ($300 million) du.ring the next three 
years. Negotiation• on these matters az-. taking place in 
Rome a t the present tilDe. 

The struggle for Rumania 

Germany has i mproved ita alreadt strategicallt dominant 
pcaition, via-a-vie the All ies, in the struggle t or effective 
contro l of Rwlanian reeouroes. 

In March, 1939, Rumania s i gned an agreement wi th 
Ge rmany provi ding that t he natural resources of RUJDania are 
to be devel oped, under Genaan direction, to IDOet Genaany' a 
i mport needs. On Dece•ber 21, a further Geraaan-RuiD&nian 
agreement wa s concluded increaaing the exchange value of the 
mark agains t the Rumania.n lei by about 20 percent and obli­
gat i ng Rumania to turnieh Germany with 1,820,000 metri c t one 
ot oil i n 19~. (Germany received about 1, 200,000 tone from 
Rum...nh. in 1939.) 

About t our-fifthe of Rumanian petroleum output comes 
f roa t he properties of f oreign companies -- Britiah, Dutch, 
Fr ench, American and Belgian. It wae believed ttat these 
companies migb t refu se t o eel~ oil t o Germany. But on 
Jpnuary 17, the Rumanian GoverniDOnt a~nounced that a ccmmiaeion 
would be appointed t o adminis ter the petroleum industry, to 
i nsur e provision t or doseetic needs and t o guarantee the 
fulfill ment ot foreign obligations. The press reports that 
Gr eat Britain and France have retaliated against the policy 
implied in the establishment of this commission by threaten­
ing t o break ott all trade relations with Rumania. 

The Rullllllian Government 1a in a dU fioult prediouent. 
Rumania IDUat collaborate with Germany. The .Ulied peel t1on 
~the Balkans i s not atrong enough to Justify the hope of 
creating a •ascend front• agains t Germany there in the near 
fu t ure . So far German steel 1n t he shadow of the Rueeian 
Bear appears to be IDOre potent than All ied gold in keeping 
Rumania a eouroe of supply tor Geraany. 
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Ger~-Allied Trade Warfare 

Britain and France ooapleted a trade agree .. nt Wi th 
Greece involving iaportant supplies ot ohroae t or the Alliee, 

Germany ueaa to be aalting 110re strenuous ettorta to 
outbid the All ies in several countries. A trade expert 
arrived in Roae on Januar1 25 to begin ooamerci.al negotiations; 
Turkey wa e reported the da7 bef ore t o have resumed trade 
relat i ons with Germany (after a lapse ot nearly tive montha) 
under a new agree•nt in which German1 waa report ed to have 
purehlleed goods valued at about t 6 .11.1ll1on. The Germane 
also obtained a new trade schedule with Bungar1 on the eve 
or the commencement ot Allied- Hungar ian trade talke. Geraan1 
likewise wa s reported to have begun discussions with Belgiua 
and tbe .Nstherlande tor new trade agreements. In the case 
or the Netherlande, a newapaper report held that Gei'IDAI\1 
had liquidated ita 121 mill i on debt t o the Netherland• ot 
September 1, and acquired a subatantial balance in her favor. 
'l'be report ~leo indicated that talks have begun oonoer ninf 
the possibilit7 ot ahipping Dutch East Indian raw materia 1 
t o C~raan;y via Siberia. 

The Germanizat i on ot Czech econoll.1o l i te 

The German Oovemaent and the Nad part y have pushed 
roroard with a ruthles s polio7 ot cont i eoa tion 1n occupied 
Ctech~>slovakia. Repreaentati vea ot Ge:raan tiraa have in 
many oases visited Czech oonoerne in the company ot Oeatapo 
agents, and the Czech or J ewlah directors have been thrown 
out or arrested. Their plaoee have been taken by the Nazi 
party or by Ger..n bueinea ... n. Landed propert1 has been 
similar ly oo~tisoated. 

The German Oovernaen t intends b7 th11 mean a to destro7 
the economic ba1ie t or Czech resistance to German authority, 
and to provide wealth t or the uee ot the German Government 
and t he Nul part7. !'he Czech econoll)' Will be brought in to 

line with the requirements or the Geraan Govern•nt, and 
Jobs and other spoils will be distribut ed to t aithtul servants 
or the German reg1ae. 

The United Statee and Latin J.Mr1can Tr ade 

In the tiret three months ct the war (September, October, 
November) United States exports to Lat in America increa sed 
by 46 percent, compared with the aaae period ot 1938, wbile 
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our iaporta inoreaeed bT 30 percent. Bra&il, our ninth 
bee\ ount o11er, increased her purobaeea in the United Stetea 
by 64 pe r cent in the first three montha of the war ae co._ 
pared with 19)8. During the same period Venezuela increased 
her purchaeee by 50.8 percent, Chile ~3.5 peroent, while 
Argentina increaaed her purohaaea by only 15.9 percent, 

Bre ~i l and the War Yarketa 

Bra~il ridea a waTe of unanticipated wa rti .. proeperitT. 
corte~ exports were 2 percent greater in July-December 1939 
than 1n the eame period or 19)8. ( Janu&rT 19llo exports are 
down somewhat however. ) Tbanke t o hea"f7 l'rench dell&lld and 
8 general European sh1tt t o lower-grade coffeea, the price 
decline hae been .uch smal1er than that or aild coffee . As 
or January 15, the decline 1n Brazil iana compared with 1939 
was 3 \ o 7 percent co:11pared with 25 t o 30 percent f or 
Colombians . Demand is strong t or Brazil ian meat, Tegetable 
oils, h1d3G, ~nganese, chromium and cotton. 

Gold and foreign exohange r eaourcea have been increased 
to $70 million. Favorable trade balance was $6o aillion for 
1939 (ot whi ch $)0 million wae in l a st t our mont h e), compared 
with $0.2 million tor the whole of 1938. Her budget for 
194o ant1oipatea 5 percent deficit. ~argas in New Year's Eve 
speech predicted Brazil would be producing her own steel 
ra i ls by end of 1911o. 

Meanwhile Bra&il attempts t o find a baais for reaump t ion 
or debt serTioe i n Apri l 1940 on partial Aranha plan, probablT 
in hope of attracting new capital fro m the United Statea. 
The Brazilian Government haa allocated $}. 2 aill1on t or the 
remission ot profits and d1T1denda in January and plane t o 
wipe out the arreare of $20 aill i on on t hia item by July 1911o. 

The Stell ing of the Bra&ilian Steel Projeot 

Brazil hae been hoping t or deoadea t or a domeetio steel 
industry to utilize her ore resourcea but so far the necesearJ 
capital has not been forthcoming . For the past six months 
the U. S. Steel Corporation has been considering the construc­
tion ot a t )5 llill i on steel plant i n Bra&il. u. s. Steel 
expert s car efully investigated the project on t he spot and_! 
wrote a report whioh oharaoterized the pro jeot a s being 
technically eound. Never thele ss the Oorporeti on haa tinallT 
intcrmed the Brazil ien Government that it would not partici­
pate in the project. 
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The retuaal to partioipate at t b 1a time ie probably baaed 
u?cn the lack or confidence on the part or the U. 8. Steel 
F1nanoe Committee in the Bra~ilian GoYernaent1 a will ingneee or 
ability to tultill certain oondltione which are deeaed neoeasary 
to the aucoeaa or the Yenture and the aarety or the ~rican 
capital inve sted. It ia belleYed that the U. 8. Steel 
corporation is s till intereated in the plan but hopea that the 
United Statee OoYernmen t may be per1111aded to a a au .. aoae or the 
r isks by putting up or guaranteeing a major part or the capital 
involved. 

The plan reoolll!ll8nded by the U. 8. Steel Co1Dl111ttee 
cel l ed t or the construction or a steel plant capable or 
prOducing 285,000 tons or tlnlahed s teel producte at the 
outa~t. In 1938 Brazil produced only 65, 000 tone or iron 
and steel products and imported 274,000 tons, principally 
trom Germany, United Kingdom and the United Statea. 

The technical committee which inYeetigated the prospeota 
t or u. s. Steel estimated that the plant could be expected 
to make protite or 15 percent. The etalling or the plan in 
aplte ot the proepect or euob attractive protite ie a 
demonst rat ion or the reluctance or pr1Yate business in 
these troubled times to make direct investment• abroad, 
especially in oountr1e s W1. th a hletory or exchange d1!1'1cul­
t1es. 

The exhaustion or Japan' e roreign exchange reserYea 

Wlth the aale to the United States or $38 million or 
go ld in January, Japan hae lees than $80 million or gold 
remain ing. Other liquid r oreign exchange asseta will hnrdly 
bring t he total or foreign exchange resources an.l.lable t o 
Japan above $200 million. The Japaneee Empire will produce 
d~rlng 194o !rom $50 million t o $~ lllillion or new gold. 
rnere t ore, the total t oreign exchange aeseta wbloh will be 
avai lable t o the Japanese Government during 194o wi ll not 
be core than $26o million. 

The seriousness or Japan's t oreign exchange poaitlon 
1s indicated by the tac t that J apan baa been r orced to 
liquidate $225 llllllion or r oreign exchange aeseta 1n each/ 
ot t he past three years. It Japan'a balance or payments 
la no t rad1oally adjus ted, he r foreign exchange reaouroea 
Will be exhausted at the end or th1a year. 
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She bat alreadJ out her laporte t o the bone and an7 
further reduotion will aerioullJ hamper her eJ:J)ort oapac1t7 
and war effeotiveneaa. She m&1 be able to inoreaae her 
exports beoauee or the European War. UnfortunatelJ t'or her, 
the position ot raw ailk in the United Btatea anrket ie 
belng Jeopardi~ed b7 eubatitutee, and t he prioe hae beguA 
to tall. 

Chlna loeee her eoutbern railwaza 

The loss or the two aouthern routea t'roa Indo-Cb1na 
11 a heavy blow t o Chin~' a power of reehtanoe. The 
Japanese oapture or llalf'C'l.ng 1D Noveaber deprived China or 
the use of the Dong Dan,..llidftng road. !be use or the 
second route, the railroad running t'roa Haiphong t o 
Yunnantu, was lost teaporarily at leaat on January 5th when 
a vital bridrt waa de stro7ed by bombing. 

The Japanese ba ve deiii&Dded, w1 th tbreah or repeated 
bocbardlaente , that the Frenoh GovernMnt oeaae eb1pping 
war supplies to China over tb1a route. Reliable intor.a­
tlon suggesta that the Frenob Governaent is not anxious 
to resist these Japaneee demands. At the end of Moveaber 
there were 190 t houaand t ons or oargo at Haiphong awaiting 
shipment inoluding an enormoue nWiber or aotor veb1olea. 
It' the Yunnan railwaJ remains unavailable all or these war 
aupplles will have t o be reeb1pped t'roa Haiphong t o Bangoon. 

There no• remain onl7 two routee over wh i ob auppl1ea 
from the outs ide world oen reaob China -- the new Buraa road 
and the caravan r oute f rom Russia. The aaount o r t onnage 
carri ed on the Russian route is not known. Du? ing t he 
:aontha ot Noveaber and Deoelllber $8 a illion or war auppllea 
were reexported t'roa Buraa to Cb1na over the new Burae road. 
or t his total 65 peroent were Ruseian euppllee wb1oh u:r 
indlof.'.;a that the oaravan route t'roa Rueala to China is 
at present being utili~ed t o 1te full oapaoitJ. 

Deterioration in Scandinavian Currenoz Situation 

The war haa brought about a allarp reduoUon in the gold 
and f oreign exobange bold1nge or the 8oand1nav1an oountriea. 
At the eame time thez are oontronted with a d oaeetio 
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t ntlat1onar1 moveaent, indicated b7 t he pereietent r1ee in 
the ~r note o1roulat1ona. 

Bank o! Sweden 
--ruiiil on• or kronor) 

Gold and !ore1gn atseta 
r:o te o1rculat1on 

Ban~ or Norw~ 
(R1111ona ~ kroner) 

Gold and r ore1gn aasete 
Note c1roula t1on 

Deceaber 15, 
1938 

llat1onal Bank or Denurk. 1/ 
(Rillione or irOner) 

Gol d and foreign exchange 
Note c1roulat1on 

.Ail
1
J39t Deoellber 15, 

1939 

1, 390 
1,126 

206 
505 

(!/ figures tor November 1938 and November 1939.) 

The Bank or Sweden now 18&int.1ne 50 percent ot ber f oreign 
exchange ftl&e te 1n the United Statee, the Bank ot Verwey alaoet 
6o percent and the Hat1onal Bank ot Denaarlt 4o percent, 

India and the 81lnr Jlarltet 

There h lltUe pro~ect that India will 1r.rport an7 
cona1derable aaount ot a11Ter i .n the near future. 'l'he 
price or ailTer 1n Boaba7 tell cona1derabl7 during tbe 
past week. and tbe Reaern Banlt ot India bought 6 allllon 
ouncee to aupport t~ aarltet, in cont raet t o ita aot1on 
l aat 110nth when it eold wbstant1al .-ounh or eilTer to 
ourb the epeculatlve rise 1n ellver at that tlae. Silver 
atocke ot bullion dealer• in Boaba7 aaount t o about 
50 million ouncea •h1oh ie abnoraall7 b1gb, and the 
m1n1DUm pri oe (4J. 2 oenta par ounoe) at wblob dealere are 
Peraltted t o aell 1aported a11Ter !a appreolablT aboTe 
the current aarltet prloe l n Boaba7 ( 4o.l2 oente). 
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Tho propoaod -cro•ent ktw.ID tho J.tlu Powder Cooopa~, 

oalled the aellor, &Dd tho Britiab Purehaaioc Ca.aiaalon ao 

ogont tor the United K1111d- ot Groat Britain, oelled tbo 

p~~rohuer, p...,..idoo u toll-11 

J., l , Soller -creu tortbwl.th to o-ootoo or ooti on ot plt.nt 

at Atlae, Miaeou.r1, ror th• aanutaotur• ot t.J.t, to .,_.,.. u 

approxiM.to aonthly oapaoity ot 760,000 poi&Dd a &Dd an ootiaatod 

ooat ot t86t,OOO. 

J.,2. Tho plant ia to be ooaplot ed &Del in produotion on or 

bat ore the 180th 4A¥, 

A.3 . To auiot tho ullor in ti-ln& tho oreoUon or tho 

no• plant, the purohaeor hao lent the .. nor tho 1\111 or JMT ,000, 

ovidonoed by .. llor•o non-nesotiable pr~ooory note to ~ohaoor 

ot .. on date hare.tth payable in 10 yoar o or upon the terainatlon 

of thh &&re-nt (by oanoellation or otbor.tu) , wbi ohoYor ehall 

tlrot ooo~~r. 

A.6 , llotb1111 l n thia acro-nt allall be oonotrued to oreate 

ln t u or of tho purohaoor any proaont or tlaturo r l&ht , title, olaia 

or into rut, local , e<pltablo or other-too, to, ln or upon oald pl ant, 

8,1, The oellor asr ••• to aell and dellYor to the purohaoor 

quant1t1 .. and at tho prioo aet forth: 

8. 2. (a ) Quantity. 12, &00,000 pound• kpnniJII at - uor 

lnatallunto and reaoh111&, in th.o fourth 11011th , to 760,000 poulldo 

por ••nth until the 12,600, 000 p01111do ahall han bae11 dolhorod. 

B.2 . (b) sine to tho purohuer an option to purobaae tho ntlro 

output or t ho plt.nt tor a period 00-IOOi"& "-<<iatllJ' attor ooa­

pletion ot oalo and dol1Tory of tho tlrot 12,&00 ,000 poi&Ddo. 

ftOWOYor, the obligation or the IIller to doliYir to tho purohaaer 

ohall not exto"d t>.yond t., yeau fro• the date or tho asr-nt. 

B.a. Tbio oontaino opao1tioat1o"o tor pac*inc tho produot 

n th pr ... lolon tor &D adjuo-nt or tho puroha .. pri ... . 

a.•. The prioo paolted tor export. P'.J..s, llnitod Stat oo 

port or obi-t 181 par powld pluo trel&bt, pluo haJ>dliDC and/or 

other charsu ariaiDC after tho cood• ban be• plaood 011 board 

oaro at plant, !ben tolloou in thh -· oeetlo" proYhiono tor 

adjUttlloODt or t ho prloe booed upo" ooat ot - t orialo &Del or l abor. 

B.a. , ,,., ot pa~t. oath apinot aollor ' o pro tor-. 

iDYoloo after loadbco 
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B. S. Title of soo4o to paoo to puroh&oor on payaont therefor . 
Ho .. n r , rhk of loll and daaase to SQo41 ohall ~ boi'Jie by 

puroh&aor tro• tho ti•o placed on oara at plant. 

O,T, lnapeot lon, Purohaaer to ha• e the r1sht to 1nopeot 
prior to deli?ery oo ft're. 

C,l, Puroh&aor to h&TI the riSht to oanoel thh asro-nt 
at any t t.e upon thirty dayo adYanoo notice . 

c.2. I f ... h e&DOollatlon 1o prior to oo.plotion of plant, 
conotruotion wort ohall atop, e.-1-o tor - t erial or oqu1Jaont 
to be odjuote<l ao tn •• poaoiblo and then oellor ohall detor.lno 
and advhe pur ohuor of the total .....,unt of upono .. inourro<l. 
On date of oanoe llation purohaoer ohdl pq to Mller 1100,000 
for •ns1noerins exponoe and oont lnsenoioo pluo an amount equal to 
~oe expenooo r eferr ed to abo•• attor <loduot~ o roaoonable 
sal-.a&e 't'alue. 

C.3. It cancellation by purohaoer i o a/tor ooapletlon ot 
plan~ . production ohall oeaae and purohaoor ohall rot.buroe 
seller for ite ooet of oanoellation ot .. terial oomodt•onto 
plus $10,000, and ehall pay to eellor an amount oqual to the 
difference bet'"'en t 667 ,000 and .., Mount arrin<l a t by 
.ultiplyiQC the total aumber ot poun<lo ot t . H. T. oold and peid 
tor by purobaoer by 1;. 

C,4. Seller shall haYe the rlsht, upon th i rty dayo notice, 
to oanool thio agreement if, In t1Ye oonooouti•e aontho, purohaoer 
shall han tailed to puroh&oe and pey for 1,000,000 poun<lo or 
aor~ ot T. U. T. 

C.5. In nent or cancellation of thh asr-nt by oellor, 
purchaoor ohall pay to oollor an aaOUDt equal to the <litforenoe 
bot .. en t4117 ,000 and an .. ount arr1•od at by -ltiplyins tho 
toto.l nwabor ot poun<lo ot f ,N.T. ool<l and clel1n rocl hereunder 
by 1;. 

c.s. A:Iq -OUDt peyable by purohaoer to oollor under tho 
pr<>Yhiono ot thio oootlon -y ~ uoocl by oollor ao an ottoot 
and counterolaia to rocluoo tho prhloipel -OUDt poyable by 

oellor to purohaoer on 1&1<1 proaioMry note tor tee? ,000. 

Section Dolo to D.t . , incluoi•e, provide for .arioue 
operational oonoidoratione and ruer..tionl or r alluru or 
<lelayo oau .. <l by Aot or Ood , public IDIIIIr• ot rikeo, eto. 
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1).6. prwlcleo t.llat Ullf tax or ot!lor ,_,_•tal o11arp 
llrtM d1root17 upoa i*o pro...,tl•, oo.lo, Uld/or olll...,at of 
tho «oodo lapoood b)' hcleral, ltaM, or ....._lpal •~o~Mnt)­
ohall 'bo Mdod to tllo prloo pl'ftldod aad nll bo paid b)' ._ 
puroba .. r. 

D.e. proddoo tor roforo1101 to a tl,. ot C. P • .t.. • o tor 
deto,.i~~&tlOD ot the total •oomt ot •ller'o .,.,... ••• 

1. proridoo tllat tbe parobaoor eball ll&'t'l tllo rlpt at U11f 
ti• to aoalp to tllo rr-t. o....._at all or U11f part of lto 
rlcbto uacler tllla au-at • 

• 
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TREASURY DEPARTMENT 

INTKJI OI'I'ICK COMMUNICATION 

DAU Februa%'7 1, 19li0 

TO 
Ur . ~:~A 
Ur. Ha-pv · 

In r esponse to your request of Deosmber 26, 1939, there 
1s subn1tted herewith for the D1v1a1on of Reaeeroh and Statis­
t i cs e cemor l'ndum listing, with brief descriptions , the studies 
or ~ro jeota cocpleted or under way, and the names of persons 
~orting on enoh, for t he period December 28, 1939, to the end 
~t Jenuary 19li0 . 
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DIVISIOII OF RESEA.'U:n Al<D STATI STICS 

:Re, ort ot 
· .. av P.nd 

tor 

For conveni ence ot r eference, t he studies l i s ted are 

l rouped under genera~ subJect heads. 

The names shown tor p ersons wor king on each proJect 

include only t hose who participated f ai rly directly, as ex-

lP.lned in the introductory note to t he corresponding re.9ort 

eubml. tted on December ?.g, 1939 . llo attempt has been made 

to cover also nersons whose res, oneibili ty i n ea ch oar ti­

cular case was- mainly in J)lenn1ng, SU!>ervisi ng, or consulting. 

FinanciAl Anr~vsis 

I. ProJects or studies compl eted 

115 

1. Reviews ot curr ent developments i n the high- grade secu­

ri ties ~rkets were J)rspar ed , and memoranda were trans­

c1tted to the Secretary on the followi ng dates : January 5, 
10, 17, 23, }0 . - Ur. Haas , Ur . ~urphy , Ur. Lindow, 
::r. ':'ickton, L'.r. Turner, L!1s s Eyre 

':'hose r eviews contained, in addition to analysis ot the 

current ai tue.tion, special s tudiee , as follows : 

(I') 

( b) 

(c) 

( d ) 

(e) 

State~ente ot condition as ot Dececber 31 , 1939 , ot 
ni ne New York Ci t y banks (Review ot J anuary 5, page 4). ­
l!r . Li ndow 

Re0ent sh1tts i n holdings ot Treasury bills (Review 

ot January 10 , page 3).- Ur. Lindow 

Composition ot t he publio debt by maturi t y classes , 
1930 to date (Revi ew ot J anuary 10 , page ~). - Ur. Tickt on, 

l..!r. Conrad 

I ncr ease in a verage mat ur i t y ot the di rect and guar­

an t eed oubl1c debt during recent year s (Review ot 

January 17, page 3). - l.:r. Lindow 

Canadian Government f i nance (Review ot January 17, 

page 3 ). - l..!r. Lindow 
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Comnos ition by CRturit;: clPss eo of hol dings of 
Uni ted Sta tes eecuri ties by nine l<ew York City 

bpnks a s of December 31, 1939 ( Review of Jnnua ry 23, 

~~ge 3) . - ~. Tickton, ~. Turner 
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Anelysio of cash subscri pt i ons to the 2 percent 
':'reasw•y bonds of 1948- 50 o.nd the 1 percent arc 
note o~ July 1 , 1942 ( Review of January 23 , pag e 4).­
:.!r . ':ur:1e r 

( !:) 

(i ) 

Pr 1nc1;>Pl assets of t h e ten largest ba.nks outside 

::el" York 01 t y (::Sv1el'1 of Jp nu.~ry 30, Pl!€8 3) . -
.. r . Ti o::ton 

Abror-. t i on of t h e inorepse i n the nublio debt s ince 

10;1 b :• clr:£ses of holders ( Reviel" of J pnuary 30 , PE'£8 

4) . - ::r. no::ton 

:'i&1d r tes on Uni ted St~>tee securities , d irect end ~u~> r-

nteed , on t~8 b~sis o f over-the- counte r closin~ ouot~ t1ons 

··ere cPlcult> ted do i l y . ':'heae nere s tm.":tl:'.ri z.ed each dey 1n 

· t·blo ahol'.'i no; for er ch i ssue the clos in{; price end yi eld 

t>·t d...,_,., t he chanc e i n p r ice ~nd :ri eld !roo t he pr eceding 

.::- :-, cn6. ;;!le "'lr1ce r r n" e si nce ct.~ te of i ssue l' nd also for 

: .. e :·e•rs 1939 e.nd 191Ki to de. te . A c!uo.rt ~or el:'ct. i ssue 

.... e ::e;:lt up to dE-. te ehol"i nc recent d&il :t ) r i ce nnd y i eld 

~ i -ur es t o;;ether ~i th cocpar n t1 ve monthly dat n since 1933 

o~ : ! nee ~ te or i s sue . - ~. ! ror n, ~. Coody, ~ss ~cCoy 

Pre-,~red t~etlorenduu to t ho Secreta ry on nronosed TVA 

~in; nein , J l' nunry 23 . - l..r . HP.rs , ~. :..ui'l' lly , ..:r. Linder; 

· • ::::.t.:.l1ned four 'lronooPls of t h e R!='C t hat t he Secr eta r y of 

t:1e ':.'r eesury reques t t het corporation to JlUl'Chaee t h e • 

re~erred -~oc~ of br~s nnd one 'll~nosPl t hl' t it be r eoues ted 

to lend on the ~referred otoc~ of a life i nsura nce coa,iny. -

:.r. :..ur:o~· . L:r . Lindo·- , t:r . ':'i cl:to n, : :r . ':'urner 

::~·::>l es "11d charts sh or·in,; es tima ted cesh 1ncoce l'nd outgo 

of "~e Federr~ Government r.ere r evised on bes1s o f dat a 

nvril~ble i n Jpnuary. - ~. T1ckton 

A tl'':lle shol"ing t h e al!lOUDt of food-order stemne i ssued by 

::.e Federp~ Sur>lus Co= odities Conora t 1on wa s b rourht up 

to drte es of Dec emb er 31 . - :~ . Tickt on 

?re~~rcd n emorandum reoueeted by Under Secreta ry Sell "Should 

:::e ':'«'r .s o! I~>su,.nce of United Stntes Stv:1nF"B Bonds b e 

C:,•n"ed? - A Dis e use ion of the Coneidera t1one I nvolved e nd 

~f .~tern~t1ve Pronoenls , • Januar y 16. - cr. H~rs , ~r . ~urohy , 

...:· . ':'ic':t on, ll1es E:yre 
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Pr eoar cd memora ndum to t he Secretary on t he intercorporate 
relBtionsh1os of t he Aviation and Trin~rtation Corpora­
t i on, t he Aviation Corporation, the ~viation Manufacturing 
Corporation, and the Lycoming Manutaotur1ng Company, 
January 18. - I.:r. Haas , Llr. tlurphy, Ur. Tiokton, Ur. Conrad ' 

Preoared memorandum t o the Secr etary on orincipal business 
interest s of Victor Emanuel , J anuary 20 . - ur. Haas, 
~r . ~urphy , I.:r . Li ndow, cr. Tick t on, llr. Conrad 

Prepp.red memorandum t o the Secretary on t he business and 
fin~ncial nosition of Continental Motors Corporation, 
January 29-. - t!r . Hae s , b' . Lindow, l!r. Conrad 

u . Annlyzed dat a wit h respect to emoloLment by aircraft con­
.9..!!!!!!!• J anuary 30 . - I.:r. Haas , L!i'. indow 

1 . 

) . 

~~. 

r 

II . Pro j ects or studies under way 

?renPr a t ion of sumnpry d2ta and charta on United St ates 
cecuriti es and on the rela t i on or the mr.r ket tor Uni t ed 
Sta tes securities to t het f or other h1Ch- grade s ecurities , 
to pref ace the chart s on prices and yi elds or individual 
i r. sues of United States s ecur ities . - l!iaa Eyre 

St~tist1c~~ {graphi c correlation) analysi s of f a ctors 
ef fecti ng high- grade interest rates.- Ur . Turner 

::r . Conrad , 
Comu~rison of relati ve nmolitude of ori ce fluctuations of 
lens - term and short-ter m s ecuri t i es . - l~ . Lindow, ~. Conrad 

Study of the effect of the size of the i ssue on t he prices 
Pnd yi elds of u. s. s ecurities . - ur . Conrad 

' o . Chert and annotp tiona with resnect t o the f actors influenci ng 
t he moveoent of interest r a tes' during t he last World War. ­
!.:r • ?urner 

7. Di scuaai on of vari ous oroblems encountered and soluti on& 
devised i n connection rt th war borrowi ng. - lll'a . Wadlei gh 

., , L:emorandum comparing and contrasting war and depress ion 
deficit-financi ng . - Ur a . Wadleigh 
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Preparation ot composite chart on unemnlorment tor the 
Secret ary's chart book. - l.!r . Lindow 

Revenue Estimates 

I . Projects or studies completed 

1 . ':'here was prepared an analysis and comparison ot t he actual 
recei pts, on a daily Treasury statement basi s , with t he 
estimates ot revenues tor the month ot December 1g39, and 
a similar oompnri son tor the tisc&l year thrOugh ecember 
1939· - ~a. Stanley 

"· 

h.. 

5· 

6. 

Budget estimates tor each or the detailed taxes contained 
l n the 1941 B~ or the United States were broken down 
into estimates ot monthly collections tor use ln maki ng 
the financing plans or the Government. - Ur . O'Donnell, 
L~r . Driver, 14r. Leahey, lArs . Stanley, l.!r. llllson 

During the month or January a detailed wrlte-uo or the 
methods or making the estimates tor each or the taxes 
included ln the 1941 Budget or the United States was 
completed with the exception or the write-up ot the customs 
esti mate. - Ur. O' Donnell , l.!r. Dri ver, Cr. Leahey, Urs . 
Stanley, Ur. Wilson 

The 'l'arur Co~~miealon atue entitled, 'The influence or 
reductions i n rates or du y made by reci procal trade 
ogreeuents up to November 1939, on the average ad valorem 
equivalents, computed on the basi s ot imports in 1937 1 

t<as studied i .n connection with the broader proble1:1 or 
nscertaini whet her or not it would be noseible to 
estimate the revenue e tecta o t tra e agreements. -ur. Wilson 
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A memorandum was prepared at the request of Under Secretary 
Bell containing answers to ques tions regardi ng the revenue 
effects of the Revenue Acta of 19)8 and 1939 . - Ur. 6 1bonnell 

A report wee completed and forwarded to the General Com­
mittee on Statistics ot I ncome on the conceot ot income 
~hioh should be used for size classification in order to 
cake the statistics most beneficial tor revenue es timating 
~urposes . - llr. Driver, ~. Leahey, llr. O'Donnell 

In connection with the proposed revision of tax laws, an 
estimate was made showing the revenue effect of defi ning 
ohort- term capital gains and looses as t hose resulting 
from the sale or transfer of asset s held 12 months or 
less . 1.1ork requested by and completed tor the Division 
ot Tax Research. - l.!r. Leahey 

In considering alternative ways of raising one-half billi on 
dollars , estimates were prepared of the ield from estate and 
1ft taxes in a hvnothet1cal fiscal ear 1 assuming e 

1 ef fect ot certain proposed obnngee i n the exe~tione 
end r {' te schedules for the est ate and gift taxes . Work 
re~uested by and completed for the Division of Tax Research. -
L:r o. Stanley 

I n connection with tax revisions and based upon the l evel 
ot incomes used 1n the 1941 Budget, estimates were made 
of the effect· on the individual i ncome tax revenues under 
each of t wo surtax schedUles . Work requee~y and 
coo~ieted for the Divisi on of Tax Research. - ~. Driver 

II. ProJects or studies under way 

l . Request from Division of Tax ?~search, October }0, 1939· 

Revenue effect ot : 

(l) \1i th respect to i ndividuals. 

(a) Redefine abort- term capi tal gains and l osses to 
include only gai ns and losses realized upon sale 
or exobenge of capital assets held tr.elve months 
or lese instead of gains a nd losses from assets 
held eighteen months or leoe a s at present; and 
correeoondingly redefine long- term gains and 
losses to include i n the first s t atutory period 
those taken into account upon assets held more 
than twelve months but not more than twenty-four 
months instead of t hose upon assets held more than 
ei Ghteen months but not acre t han twenty-four 
months as a t present; assumi ng all other provieiona 
lt'1 t h reepeot to the treatment of capital gains and 
lossee remain unchanged. - lb-. Driver 
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(b) Redefine ehort- term capital gains and losses 
to include only ga ins and lessee real1~ed uoon 
sale or exchange of capital asse t s held twelve 
months or less instead or gains nnd l osses 
from assete hel d ei ghteen months or less as 
at present ; correspondingly redefine long- . 
term capital gai ns and losses to include t hose 
taken into account upon assets held more t han 
twelve months inete~d or more than eighteen 
months r s a t present; end provide tor the 
ee.me trept ment of all long- ter m ca!)i t al gains . 
and looses as a t present accorded capital gai ns 
and l osses from asset s held more than t wenty­
four months . - Ur. Driver 

~e~uest trom Division or Tax Researc~, January 17, 19~. 

~evenue effect or: 

(1) 

( 2) 

( 4) 

EP.ch or the four attached individual income surtax 
rete schedules, givin~ ettect·to t he sugges ted chl'nges 
in the :9ersonr.l execpti ons n.oted on the r espective 
schedules . - Cr . Driver 

An addi tional 1 percent i ndividual i ncome normal 
t~.lt rP.te. - Mr . Driver 

An additi onal l i percent corporation i ncome t ax 
r r te . - t.:r . Leeh ey 

An i ncreas e in the tax on beer from v5 ·00 to v7•00 
per barr el . - Urs. Stanley 

An increaee in the t ax on distilled spirits from 
;2. 25 to$2, 50 per gallon. - L:rs . St1mley 

"{ 6 ) A one- half cent i ncrease in the gas oli ne tax. - Urs . 
Stanley 

• ~ouest from Division of Tax Research, J anuary 19, 19~ . 

On bnsis of ca l endar year 194<> business levels, revenue 
e::'fect of : 

{1) A flat r a te tax of 35 percent of the ?resent combined 
individual normal and surt ax wi th a l i mitation t hnt 
the added tax should not exceed 35 neroent of the 
net income remaining after present Federal i ncome 
t axes . - Cr. Driver 

( 2) \'/hat rate e.nd corresponding limita tion tor t he sug­
gestion in (1) above would yield Q)OO mlll ion7 -
":r . Driver 
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A graduated normal tax on present base (additional to the present ~percent rate) as toll owa: 2 per­cent on the first $2,000 ot taxable base; ~percent on the next ~2 ,000; and 6 percent on the balance, r ith the limitation that in no oase should the additional tax exceed 10 percent ot the net income reoaining atter ~resent Federal income t axes. -Ur. Driver • 
What bracket r a tes tor the suggestion in (3) above would yield $300 million? - Ur. Driver 
l'lha t would the yield in (3) above be i t t he ratee were made applicable to surtax net i ncome instead ot incoce subject to normal taxt - Ur. Driver 
l'lhat bracket r a tes tor (5) above would yield S300 cilliont - Ur. Driver 

A tlnt t ax ot 1 percent on surt~~ net income under present law. - Ur. Driver 

(S) A tlat 10 percent tax on unearned net income defined as all income which i s not a t present defined aa earned income. - Lr . Dri ver 

(9) Whe t r a te tor the suggestion i n (S) above would yi eld $300 mill ion? - Ur. Driver 

Economic Cond1 tiona Related to Fisoel and Revenue URtters 

I. Projects or studies completed 
l. t:emoranda on t he business and · ~rice situation were prepared Pnd t ranemi tted tO the secretary On tbe following dates : 

?. 

) . 

JMtuu•y 2, 8 , 15, 22, and 29. - l.!r. Haas, lolr . Daggit , l!rs . !.lAy, J.!i eo Rastall 

A table and a chart showing e~l~ent under the ~orks Pro !eots Administration were ~o t up to date and t rane­mitted to the Secretary on the following dates : January 2, 9, 15, 22, and 29. - W. se Baetall 
Uemoranda summarizing reports trom Federal 8urolue Com­codi t iee Co~ration on wheat export e8lee and aarket data were prepare and were submitted to the Secret~ on the f ollowing dates : January 2, 10, 18, and 26. - Krs. KaT 
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::eoorl'nde. on retail bread nr ices were prepared e.nd were 

submit t ed to t he Secretary on the folloWing dates: 

January lg e.nd 25 . - L!rs . Uay 

A memorandum to t he Secretar y on the r.hel't sitUI'.tion, 

J!'nuary 5· 

122 

~1ie i nvolved e.n analysis of the current whe6t situation 

-~~~ reference to the short domestic crop and the influence 

on the crop i nsurance program. - ~r. Haas , ~. Dacgi t 

"' oecore.ndum to the Secretary l'l ith comments on t he "l:!Ut 

J:orl.;fl.l;.inr PlPn Pronosed by Frederic C. Ho"e• 1 January 3. -

;._r , lit>.E' s , Ur. Dat;gi t 

t:emor e.ndum to the Secretary regarding extent to which 

s!lOl' tt><;e of sh1nn1n<' f acilities was a hi ndrance to exnorts 

o: ,. r ioulturrl ·woduc te . Ja nwry 5· - l:r . l!Ms 

II. Pro jects or studies under way 

1 . Index of unfilled orders . 

•• 

An ettemn t i s bei ng made t o i m?rove our info~.tion on the 

\'OlULte of unfilled orders by worki ng out a composite i ndex 

bFsed on d- t t>. from indi\•idual industries . 

As ?art of this study, there bas b een almos·t compl eted duri ng 

JeniU'ry a Gtudy for estimating unfilled orders e.nd inventories 

of f ini shed goods f or the U, s , Steel Corporati on, designed 

to reveal into1~tion about a l arse ~nd represent ative 

segoent of t he steel industry . - l:r, Dagcit, Uiss Rest&ll 

Ir.~ioations ot busi ness malad lustcent. 

Various ine.ioc.t ions of business maladjustments , shown in 

t raphic form, are l?e1ng brought together tor convenient 

re f erence , - llr . Dassit 

4:Mo:-t t rends . 

Si nce t he t r end or exports is likel y to b e an import ant 

bus i ne ss factor during the comi ng year, a project hea been 

s tarted 1~hich 18 desi gned to int erpre t export l!lovement s in 

ter~a of their business s i gnificance . Some results ot this 

s t udy were mentioned in the business memorandum of Jenusry 29. 
A new study i s under way this month to determine t he number 

of J Oints i n the FRS index r epresented b7 exports of Steel . -

Ur s . L!ay, llr, Chevre.ux 

Forces determininG trends of basic comcoditY ~rices . 

7his project i nvolves individual price studies for various 

bpsic commodities , a number of which have been completed , 
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•:•l:ich are intended eventually to be combined into a 

~enerel index representi ng the b~sic price t rend, atter 

clJ.or~nnce tor the effect of aup:>lies , industr1QJ. demand, 

~nd other separ able tnctors . - llr . Dae;ait, L!rs . Liay, 

I.:ies Rastall 

r ~rends of ~ndividue~ commodity nr ices and nrice factors 

d t• r1n£ t he ·:lorld ',1pr neriod. 

123 

This 'Oroject is patterned after the general study of prices 

nnd nrice f actors, 1913 to 1922, made in October , but deals 

r ith s i x individur~ bpsic cocmodities - rhent , cotton, hogs , 

s t eel , co~ ,or , r nd zino. Th e project is deei sned to 

determine t he ? rinci ,t'l " r i ce factors a csocie.t ed w1 t h the 

'"r.r t1c e rise e.itd s ubsequent collapse of .,rices or t hese 

co~oditiee . - Ur . Ja£git, I.:rs . ~ 

I ndeY. o! coc •Odi ty s toclts. 

This .,reject is desi gned to develop a compos ite index 

ot basic COUIJOdi t:r stocks as a measure or one importent 

! ector i n t he henerQJ. nrice level . Stocke of 16 i mportent 

industri~~ rncteri~ls , ex,ressed in ter"1s of t heir net effect 

on prices, ~re being compiled f or this index. - Urs. Uay 

7. In~.e:; .2t.l..<?.Ods i nventot:ies . 

A :,e~ter 1n<l.e:: or inventories of finished £Oods i s needed 

£>G an 1nr~c£> tion of business maladjustments , ~i~~ a br enk­

donn I' S between inventor ies or finished goods held by 

:r.nutacturers rftd those held by others . An attempt to 

devel o9 such an index is under way. - I.:r . Dn_~·it , !.:iss 

: ol'St l'll 

I nde:: of buyi~n deferred payments . 

A s t udy of t he volume of ins tallment buying and consumer 

c r edi t n~s nearly been conpleted. ~his stu~r is designed 

eventual l y to ~rovide a monthly index of t he vol ume or 

buyinc on deferr ed ))Pyrnente , which at times ie an im!)Ortant 

business t pctor. - Urs . I.:ay 

Actuarial Problems 

I. Pro ject s or studies completed 

COQUent e on ~lan nronosed by Re~reeentrtive Bl~o~ to extend 

t he t'!i d0:7a ' enefi ta under t he Foreign -Service Retirement 

Act to ~idows of officers who died orior to J ul:,r 1 , 1939 . 

Regraded Uclassified



- 10 -

comments i ncorporated i n a l etter to Ur. Hosmer or t he 
State Department , January 6. - Ur. Reagh 

124 

~ A cecorandum, i n response to e request f rom Under Secret ary 
Bell, transmi t ting tables showi ng (1) annuity~v1ded 

bv Jl ,OOO . with interest a t 3 percent, under specifi ed 
conditions , and ( 2) nurchase pri ce or an annuity i n 
specifi ed amounts and tor speci fied periods, assuming 
i nterest accrued a t 3 percent, January 19 . - Ur. Reagh 

J. Amortl:r.e.t lon tabl es on Colombi an bonds . 

At the request of Ur. Cotton, Speci al Assist ant to the 
Secr etary, tables were prepared showing t he effect of 
d11'te rent proposals i n connection w1 t h the amort ization 
of Colombi an bonds , January 17 and 26 . - Ur . Brown 

II . Projects or s tudies under way 

l. Cetlculation of Joi nt and aurv1vorsh1n annul t y tables . 

~ recent amendment to the Civil Service reti r ement law permits 
retired employees to elect a Joint and survivorship annuity 
in l i eu of a single lite annuity. The Board of Actuar ies 
has submi tted a new mort ality table t or use in computing 
the e;nount or t he j oi nt and survivorship annuit ies payable 
under the amended law. A cajor portion of the extensi ve 
te.bles requi red tor this purpose has been computed. The 
r·or k is still in process . - Mr. Reagb, Yr. Brown 

? ? renarP,tion ot int erest tables tor us e by the State Denart­
oent under the Forei gn Servi ce r eti rement law. 

The Foreign Service retirement l aw requires t hat r ecords 
ot cont r i butions with i nterest be ca1nta1ned i n resnect 
to each individual coming under t he retirement law. · 
Interest t ables are bei ng prepared to f acilitate t he 
mftintonence of t hese r ecorda and to r ecord the data i n a 
f oro suitable tor us e i n actuarial valuations of the f und. 
(Under the recent amendment to the Foreign Service Ret ire­
cent Act actuarial valuations are 101ade br the Treasury 
Department . ) - Ur . Reagh, l.!r . Bro1vn 

J. Reouest from Ur. Hosmer, St ate Department , tor an 
ot the ~ " nv the ontion~l retirement P 

Forei en Service Officers from 0 to 55 years . -
l.:r , Brown -- ·-
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Retirement Committee of the Prea1dant ' a Committee on Oivi 
r vioa mnrovement. 

This Committee i s making a comprehensive study ot the Civil 
Service retirement law . Its report will recommend several 
changes designed to improve the present service. I n oon­
ncction w1 th this stud¥ a nwaber of tables have been 
prepared and the ma jor portion ot the report hns been 
draf ted. During January, various revisions of t he text 
were mede and additional tables were prepared. - ~. Reagh 

; . Stud] of horse race results. 

This study was under taken a t the request of the Legal Divi­
sion, for use in connection with the Annenberg case. 

The result s of some thirteen t housand horae races have been 
recorded on punch cards , which will be t abula ted t o show the 
f1nanciol results of betting under various systems and of 
follo~ng the selections of different expert handicappers . 
The results are expected to prove that it is impos sible to 
exercise skill t o any important extent in betting on horse 
races - t hat is, that such betting is primarily a matter of 
c~nce r~ther than of skill . 

By the end of J anuary approximately one half of the tabu­
l at ing ~~rk has been completed. This portion ot the project 
hrs proceeded slowl y due to t he tact t hat the tabulating 
equ1poent ot the Bureau ot Oustoos, Section of Stati stics, 
is avai l able to us only after regular office hours or during 
such times as t heir own work permits . - Ur. Reagh, Ur. Brown 

Other ProJects or Studies 

1. Annual Report ot the SecretarY. 

The final worlt of editing and review Jtas completed, ready tor 
presentation ot the report to Congress on J a nuary g . -
Uiss ll1ohener, Ulee Westerman , Ur. Tiokton 

2. ':'reasurx Bulletin. 

Data were prepared or reviewed tor the January issue of the 
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Bulletin, as follows : 

Prenared -
Average yi elds of lon&- term Treasury bonds and high­
grade corpora te bonds. - l!r. Lindow 

?..eviet'1ed -
Amount of interest-beari ng debt outstanding, the 
coaouted annual interest charge and the comnuted 
rate of interest - I.:r. Lindow • 
Estimated customs duties and taxes, and value of 
dut1eble nnd tsY~ble i mports , by tariff schedules -
I:.r . Lindow, l.lr . \'lila on 
Estimated receipts from taxes imposed by various 
revenue acts on imports - L~r . Lindow, Ur. Wilson 
Cooputed duties collected, by countries . - Ur . Lindo~, 

:.:r. V/1lson 
~reesury criminal cases . - Mise Uiohener, l.lr . Lindow 

~ Other csteri Pl for nublication. 

(l) 

( " ) 

The AnnUAl ~enort of the Central Statistical Board 
v-co.s reviewed, at the Bol'.rd1 a request , January S -
l:r. Haas , Ur . Reagh 

An article for t he Americ~ Annut> l was nreoared 
a t the earlier request of. Duffield re viewing, 
on the basis of t he Annual Report , the oper a tions 
of the ~reasury Department in 1939. Articl e 
transmitted January 13. - I.:r. ~ickton 

Corres-,ondence . 

?.e~lies were orep~ red to letters of inquiry on subjects 
relr t1ng to the work of the Division, and letters drpfted 
el ae·.,here E".nd submi tted to the Division for that purpose 
were reviewed. - 1!1os Llichener, Miss Ziegler, r' nd other 
uembers of the staN' i n apnro!Jriate fields of work . 

Dur1ntt Je.nuary, ;n6 letters were received in the Division 
rnd 282 11ere handled l' B required. 

Ch"rta . 

Clu-.rts are prepared and continually broU£ht up to dste for 
use in memora nds and in chart books on special subjects, 
and. cor responding photographic , photoetntic, ~nd multilith 
~·or.t ia cerried on. This is done i n the Graoh1c Sec~1on 
under t he supervision of Ur. Banyas. A sta t i stical report 
oin the work of t he Graphic Secti on for the month of January 
a att e.ched. 
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Work OGIIPlnM la U.. Graplalo loot!•, Dhtdoe ot 
Reeeo.roh Ul4 a-.u.~loe, 4UI'1JIC J•11ar7 lHO. 

rypeorwon 

How chute c~lowcl •• a 
Ch&rh broU&ht \IP ~ claw 7<11 .. 
Bond book ob&rte CGIIPletM 117 
Sood boob br""C)lt \IP ~ claw 

Wiooollan.O\Ia joba oo.plot.cl 211 10 

PboteAraphla 
Total jobo Ill 111 
Xlllllbor or-

Hetathll lOZ 11 
Contact pr1ate tl 100 
Bnlar~;-ate zeo ... 

Photootat o: 
Total jobe 110 27 
11\18ber or-

Litteral•• oople e lla6 1,827 
All other cop1oe 7211 1111 

llulUUtha 
Total joba z 

Nuaber or-
Z1ao plat 01 1111 

l:hcellan•oua1 
Tot al joba 2 ' 

127 

u 
TTl 

111 

" 

.. 
lTI 
1ft 
1104 

1111 

a,ae1 
181 

I 

1111 

8 
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STRICTLY CONFIDENTIA 
TREASURY DEPARTMENT 

aAf28 
INTER OFFICil C0104UNJCATIOH 

DAft J'ebnar7 1, 191!0 

TO Socrot&17 llor,eathlol 

fOOM llr. Cochran 

B7 appo1ntM.at, Ill', Piao ... t , J'illanoial Coun .. lor of thAI Br1Uah •b&oq, 
and 11r. ~olle, Ooun .. lor of thAI l'rellCh ••••7, ill cbarp 4llr1ll& tbe 111-

ceu of hh .bbaaoa4or, called ud ball4ed to • tbe two aUaohed -&114&, 

'!'he l're~ .. ..,....,dim h of a prel! •'Jl&l'7 cbaraoter, to be Olq!pl-ated. 
by a aeaa&&e whioh Ill'. Lero:r-B-ul1eu will br1DC dlreotl)' to the Seoreiaz7 

rro"' l41ciotcr Re7J1&ud about J'ebruar7 15, ( I have 41o\ah4 &114 attaobod a 
hurr ied tranolaUon of the l'ro11o0h ten.) I told. thAI l'rei>Oh Oouuelor that 
wbllo tho memorandwo pna aoma b.toraUoo. ot illtereat, wh1oh w appreo1ated, 
the anower to the S.Oreta17'a inqull'f aa to what portion of the need.a tor 

13~ wollld be coYarad. b7 aaleo of cold and what portion h7 aalea ot aa<:uri­
Uo o, otill ro•1ao to be recei'nd.. llo eJIPOcted. that Lero:r-ll-..11au wollld. 

br l ac t he dao1red ill.to..-.uon. 

In "7 f1rot raadiac ot the Brlthh .. .,.....,c!D.a 1 •a atra.ok b:r pa.-acraph 
6 on pege 3 from ohloh it would .ppear that it baa beaD. &114 h tho 1ntonUon 

o! the Br1Uah Gonrn~M~~t to t111&D0o ita need.a h7 •lea of cold. Ibn I 
poi nted. thh out to Pilla ... t, be 1-dlatal)' a4altte4 unoff1o1all7 t.11d peraonall)' 

that thh .... tanoe had O'Cil'prioed h1a eo forcibl7 that he had ~tel)' 

ro~uo oted a coot1r•t1on fr- Lond.oc, 'lhea the phraaaoloc7 •• ooot1rMd. be 

•• aloo aolr:ed. b:r LondoA to atate wb7 bAo had., ill the f1rat plaoe, qu .. uoaad 
tbo corractnooo of the phraaeolOIJ, . lla baa now auhaU ted to hia .&abeaaador 
the draft of a cablacru e>;>laillinc thia, Pilloent acreod. with .. that 1t hao 
been our uadarotand.iac all aloac that both aeour1Uea u4 COld .. ro to be 
oold and tbat the fact that thAI Br1Uah GonriiJMAt had be ... approYiDC of aalea 

o! dollar oeour1Uea olAOe thAI outllreak of the ..r ahould. oootinl that 1t baa 
never been the 1nteat1oll of thAI Br1Uah GoYerAMAt to d.apend. upon cold. aaloa 
alone. Pin .... t Yoluateared that it •a h1a reoollaotloa that a •aaacoo had 
been co-.mtcated. t o ua throucb ~aaador lellaed7 aloac 1a Oct ober that the 
! r l tiah 'l'reaoUI'J preferred to .. u aeouritiea ratber thu cold., I u olleok1Dc 
"P our ••OO«<a on th1a poill\ &114 Pi.a .. at will aloo .u..ol: hi a -••· 

1hoa I told PlllaOil\ that I kiln \be 8eCII'oiaz7 would. quatlon ~ph 6, 
bo oald tha\ he would anertbAoleaa co aheed. and Wlld.aaYor to han h1a ~aeador 
•end the further cablecru .. ,.u0 ,..4 abon, Plnaat will let ae kllow aa aooa 

a o a repl)' ~ be reoe1Ye4, If there 1a atill a q"QOatloa non welt 'llbell \be 
Saor atar:r h retUI'Aed, 1\ _, be d.aairable tor tha Aab&aaador to o- aloac 

wi th P1o.oent to dloaoaao tbe -tt•r. 

lhan the l'r~ rta1kr aaload 1.f be abould. x-n a OOPJ ot hie .-orancbla 
wit!> tbe State IlepartMilt e. bAo 1atorM4 tbea that be had oall•• hare, I to14 

hla tba\, conold.arinc tbe olro'llaa'-ea, 1\ lllcht be preferable' to laaye thAI .. 

Regraded Uclassified



129 

-2-

nrr oODtla..Ual aoo-h ~ wt\!1 u ..& elalp~. U 1M feU 1\ -·~· 
let tb.t State DeJIIIrlllat lalow U.t » 11&4 oal.le4 \o pn u a ...... uu­
olpa\1111 • .Unot o-"a.Uoa froa Klahter le;rrr 1 \o U. leoN\al7 et 
t~ t r•••r t o lie ~Unn4 ~ l.en7'll 1 ln. :rta..n s.-.uat~ -n4 
111 thh lU&, IICI'••iDC tat tbAI lafo..-Uoa ili'I'Olncl. 111 \IMee aoo-h h 
enr-17 oOllflcl.aUal, aacl. tbat tiM fewer people ... tbAI doc-h \1M I.e•• 
oh&noe tor leaka, 
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TREASURY DEPARTMENT 

DAft J'ebl'QaJ07 1, 1~ 

10 

""'" 

Seoreta1'1 llorpnthau 

lfr. White 

SUbject: 8h1pHnh to U. 8. s. R. 

A4d1t1onal oargo tor illUpMnt t o lbl .. la h now 

8b.1p: 8. 8. 811Taplaaa <•orwepan) 
8a1llng: Dlle t o aa.ll J'ebrual')' 3 
DeeUnaUon: Vl&UToatook 
Cargo: To date, aa t o11owe : 

Doaeatlo Exporta : 
Induatr1a1 aaoh1ner7 
Refined oopper 
Electrloal aaoh1ner7 and 

apparatue 
Nlobro.. el eotr1o re111-

tanoe wlre 
All other do•eUo e:xporh 

Total doauUo export• 

Re-u:porte: 

322·'" Copper wlre bare 
Boll rtan Un ore ~2,825 
'fln 6,5;& All other re-export• 

'fetal re-ezporte 

Total cargo to date 

1oad1Dg: 

t42J, 175 
' . no • 
,0,710 

16,35~ 
21,08 

"42,058 

~1,858 
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TO 

Subject: 

TREASURY DEPARTMENT 

INTER OI"'''CI: COMMUNICATION 

Seor e,&r7 Korgen,hag 

llr. lihUe 

Sbipaen'e 'o U. s.s.R. 

J.dd1U ou l cargo loaded on the 8. 8 . SllYapl ana r o.r ahipaed 
t o Rues1a 1e reported as r ollon : 

Loaded prior t o Febraar7 le' 
Loaded Febrvar7 l et : 

Ioduatr1al aaoh1a er7 
Wool rage 
Elect r ical Machiner7 and 

appar atue 
Wheel s or artirlci &l abraelYea 
Air craft engine parts and 

aooeeeori ee 
Al l other coamod1tiee 

Total, loaded Febrvar7 let 

Total , loaded t o date 

• 327. 362 
117,809 

33. llo5 
31,697 

3.632 
3.97 .. 

517,879 

.1.761,795 
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TREASURY DEPARTMENT 132 

INTirR-01'1'1Cir COMMUNICA TlON 

DAn rebruar:y 1, 194o 

TO l!r . h'h1 te 

Mr. Glaeser 

subject: Report on Trip Concerning Exports to the U.S.S.R. 

1. The shipping agency which has complete charge or the 
export operations for Amtorg is the Hoore- l!oCormaok Compan:y whi ch 
ie one of the largest and most responsible companies engaged i n 
t~e business (they are also handling the United States exports to 
?inland) . This co~any has placed one of ita most competent 
s tevedore in charge or t he loading operations for t he exports to 
Ruae1a. 

E:xports are handled at the Lehigh Valley Rnllroad Terminal 
alon, the lie,.. Jersey shore. Tills terminal is more than one mile 
fro'1 any habi t l'.tion or business . Reliever, the faciliti es for 
handling oar s o are very good, i ncluding modern derricks and cranes 
capable or handling l arge items and loading rapidly and efficiently 

There is a large amount of com:tod1 ties at the terminal await­
int; t zport - - probably enough for t'l:o or t hree llhi plorul.s . Huge 
cr:J.tea containing machinery are s tored in the terminal, in an 
open lot alongSide the pier, and in about thirty freight cars along 
t~e o1dinz . In addi tion, there are large stocks or copper scrap, 
copper sheet s , copper i ngots , brass, and about 100 tons of tin. 

A lighter ~~th a cargo or aluminum oxide was alongsi de the 
pi er r eady to load. (This will be the first time in recent months 
thPt aluminum oxide has been shipped from the Lehigh Valley Terminal. ) 

. 2. The Norwegian shi~ Silvapl ana was being loaded. The lon~ 
a.,oremen are l-."Orking day and night in an atte111pt to finish the Job 
by February 3 when the shin is s cheduled to sail. The method of 
l_oad1ng la, ot course, very efficient and the customs inspector 
t
1
noutnt that at the rate they were goi ng they would probabl:y finish 
ochedins the 9,000 ton boat according to schedule. The boat i a 
~c duled t o sail d1reotl:y to Vladivostook. It has a coapletel:r •. ONeglan crew. 

3. Customs inspectors watch the cargo very caretull:y. How­
ever, it is impossi ble to exacine the lar&e cr ates unl ess the cargo 
the to be delayed and the shipper out to great eXpense i n c l osing e oratee. • 
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Di Yiai on or Monetar,r 
Reeearoh 
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~. It is quite apparent that the Ruaeians are having d1!­
t1culty 1n obtaining ships . They are loading in the greatest 
haste and althougb the terminal taoi litiea are adequate tor five 
ships and although there is adequate oargo tor tl1o or three ah1pa, 
ther e is only one loadi ng now. 

5. Judging ! rom the type or oargo, consisting or large 
~nchlnery items, it is doubtful it the boats goi ng to Man~anillo 
~'ill be able to unload and reload within a peri t>d or veeke unleae 
the harbor has modern oach1nery to work vi th. Some or the i tema 
a:·e too lar~e t o r manipulation by other t!lan cranes and derricks • 

• 
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Sllbjeot: 

TREASURY DEPARTMENT 

Seoretarr Korcent baa 

Kr. 11h1h 

Mint Reoei pte of Rae•1an Gol4 

DAft 

• 

!he Mint reporh that it ha• r•oe1'1'84 the follow1q uowata 
ot gold bullion llh1oh oont &1D a Ruu1an 8tUip, an4 Ruaa1an col& 
co1n. 

Calendar Ref1ne4 Co ill !otal •on•brr !otal f 1n8 
rear Bullion 'falae ounoe• 
$ • • • 
19)~ - 1,~~ 1'IU 11 ~~ 19)2 -
19) ),8)4·~ ) ,8)t, J&o 109,696 
1937 110,64 • 90 35 ll0,6l • 725 3,162,1)2 l9JS 48,9 1,~0 70 48,~1· ~~ 1,,8, l2 1939 42,)96, 0 6,0,0 42, 2, 50 1,211, 90 

1'otal 
193'-39 205,851,)80 8,007 205,859,422 5,881,698 

!I lllolu4 .. orude lNl~ion 1n the -ount of t 35· 
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TREASURY DEPARTMENT 

INTIIt-OI"'"'Ca COMMUNICATION 

DAft ret~rurr 1, 1~ 

..... Jlr. lhlh 

subJeot t J:xporte ot Copper t o Ualr 

D~eetlo export• of retlne4 oopper to Italr durlAg the tlrat 

halt of JanuarJ h&Ye praot1oally doubled ooepared to preYloua 

aonllu . 

our report• ebow doaeetlo export• ot copper t o Italr to be 

$1,~74 thou .. n4, which le twice our aonthlr &Yerage export• to 

na:.,- dur1nr; t he prl'floue 16 aoatlul. 

Followi"f ie a table ehowlar; total• and aonthlr aYeragee tor 

the preYioue 6 aoathe. 

Doaeetlo Export • ot Copper and Copper Produote 

(Yaluee 1n tboueande of dollar•) 

• 

. • 595 $1,1711 
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February 1, 1940. 

ro: Secretary llorgenthau 

FR011: 1!r. Sullinn 

I 81:1 attac~ hereto a copy ot a IIIIIIIOl'aJidu to • ~ 

llr. Tarleau, regarcl1ng hie connrsatioo with llr'. Vi.Mon on 

January )1. llr. Vineon indicated clear~ to lfr. Tarleau that 

no revision of the Vineon~Tr-ll Act wu under OODDideration. 

This afternoon I b.n'e recei nd, tbrou&h a nnepaper MD, 

a copy of an IWIDdMnt which llr. Vi.Mon tbd.e 110m1nK told another 

newspaper man "had been tentative~ approved by the COIII!littee. 

This is substantia~ the same amendment which I was asked first 

by a representative of t he Navy De~ to give an opinion 

upon and then to disregard it. 

In the nent that you wisb to oppose thia ._nc!Mnt, t he 

at~cbed letter to llr'. Vi.naon ahould be mailed tbia afternoon. 

"::11- 'S 
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FU 1 1940 

DeAr llro O"'ellei'-• 

J ..... --- &l- .. ---- ... ,...o-tt ... la , .. -s.t.e"• et 1. a. 10M Mol '-Whe~ .... '-1 •• ~==:-: .. •• -.su .. * etten *' . ._. ..nu .. or -. ..... ~ ., u.. ~ ...... _,., .- .,. ..... wt.U..-.,..,..... ''- ...... , .. -- •••• ..a-• .. ,...leel.er •.••• ao-.. ., .,_tal eMltl-.1 ..,rl I t _. tM ,_lU.W. ......... te r.lU­to\o tile llllfletl• of _, Mft1 ~ er al-"o " ,.... ...,., ll prlw\o JlM\o -.u -. llM1o ....,... te ........ ~ 'r tM , ,.., ... , or 'r \M N-.1 _,..,. 

It q w ....... •• ·"'"'· J wwl& apJ ...... " lt,.., o-"'" -u .u. .. *• IMJJt ' • .,..._. ... ..,._ , .. .. _ .. ,.,.llaal ... toele.._ .... le• I '"-•fa •llUar ..... 

........ o..t n-. 
Ollal-. •...t ~ a-...... .... . , ...... _ .... _, 
l ' rtt-.. , D. C. 

llallftlr ,......, 

(l!ipad l S . Jl0111t1bl" Jr • 

(Sent bY ft?eo1al neeeenP~r a t ) :45 p . M. 2/l /4o rro~ Jo!ln ~. Sulll van •e ot rtce p~r van,e. ) 

"'·-1/1/44 

_3( 
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.... ·~~a.. 

., deal' ............ ,. 

I - I eM• JW 111•1 lila a 
..,.(11 ... ~ ...... . W I 

••"'"-* luut~ ..,,._ 
w11l c·· ' .. llr ••• w&s 5 ... ..._ la..U .. _,...tllleC ,...._ 
lt. MUwa dll 111 11a4 te _,_ 
w1U. ,_. U ,_ • ~ l twa 
...... - ... IIUl. 

••• ··~ J ... 

f ..... IB. III C 1 e,.Jr, 

• aw.a a..~"' u 
••• .....,. et ... ..,., 
•+11113 D. C. • 

t.FB S-~ 

Regraded Uclassified



J.!t:HORANDtn~ 

To: Secretary l·!orgenthau 

F1•oa: ~.r. Schwarz ~ 

l- Lt-D 

Nat Keith of the Wall Street Journal reporte 

that his paper's Hi ll men were told by Representati ve 

Vinson t hat t he claus e giving t he Navy Department full 

139 

control over det •rmination of depeeciation allowances, etc., 

on special f c i l i t i es i s still in his authorization bill, 

t tp t i t has been tent atively approved by t he Naval Affairs 

Committee and thnt Vinson a sserts it will s t ay in. 

The clause , as copied f rom the Commi ttee ' s 

print of the bill, says t hat ' the decision of the Secretary 

o~ t he Kavy as to t he necessity ~nd the coat, includi ng 

t he proportion t horoof ~o be ch~rgcd against the particular 

contract, of speci al addi tional equipcent and t he f l'cilit i es 

acquired to f acilitate t he completion of any naval vessel 

or aircraft, or parts t hereof, in private plants shall be 

fi~al, subject to review only by t he President and the 

r~deral Courts. • 

Kei th says that Vinson added gratuitously t hat 

t he Navy frequently had made promises to shipyards as to 

t he propriety of writing off oost of new t:aya wi thin the 

f irst year ot a contract, only to have the Treasury 

1£no~e such a promise lat er . 
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B31I 

!ccrctary of State , 

Washington . 

288, February l . 

PLAIN 

London 

Dated February ~ · 1940 

Rcc'd 9:50 a . m. 

FOR TREASURY FRO!! Bt::TTERVIORTH. 

140 

·.uth refErEncE to my 209, J anuary 23, rcga.rding tl'.£ 

atti.t-.ldt of thE British mone tary authorities to their 

c:xcmnst control, it may bE of interest ttn t -31r John 

Siron was askEd 1n the Souse of Commons "whE thcr :!'.£ is 

aware that, owing to rct'ul!al of the British Exchange 

Control to allow foreign owners to transfer thEir sterling 

balances through official channels , tram fcrs arc :rade 

t..'lrough an unofficial ilarkl: t without restraint; and mat 

steps hE is taking to maintain London as thE principal 

financial center and t o c rable Eia Kajcety 1s GOverrun£nt 

effectively to prevent losses of some of their gold 

rcs~urces and resulting damage to British overseas trade 

ca1~scd b)' an unot ficial excl:rlngc mark£ t?" 

lie replied: "ThE Exchange Control permits foreign 

owners of sterling balarou to make paymtnts far goods- II.Dd 

services in the sterling area, and to transfer them to the 

accounts 
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bam ·2- No. 288, Ftbruary 1 , trom London, 

ac counts of othtr non· rEsidtnts , and this bring advantagEs , 

bo t.'l). to Br1 t1sh ovtrsEaS tradE and to tht posi ti.on of 

London as a financial otntEr . 1 do not think thErEforE 

trot undtr prEsEnt conditions thE 1 njur1ou3 rtsults 

susststtd ought to occur. • 

JOIDISOll 

RR 
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1!51!1 

3Ecrrtary ~r 3t~te, 

·-1ashin.3ton, 

290, February 1. 

PIJ.IN 

London 

Dated Febr uary 1 , 19~0 

Reo'd 1:12 u . ~. 

?OR 'r:lEASTDY PROl' B-"1"\'E~F/ORTll , 

1. Today 1 s DAIL~ TU.::GRAPS is tl:r only London 

newspapEr to carry thi s morning a Reuter rcuort from 

·;;as:·J. ng ton that: 

"Trcas\lry Dcpart~1rnt officials flatly d eniEr< today 

th:.t the Treasury had requested Britain to s e ttlE pay­

DEnts by liquidating invr stll£ nts , im tcad of s '"i.'?!>ing 

:;old, as had been s ~gcstcd in s ome qtl& rtcrs in London. • 
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Be•?lry of the Sri tl.s!J. Treasury states t !'.at Einzl.3' s 

a3sc r t! on in thE FHIAYC:O AL tJ'::'NS of ycstcrdar t '::'a t "a coord­

ins t o Washington reuorts·' t~c United States Treasury 

has reque sted t.'le British authorities to s e t t lE "!)ll.ymt nts 

due to the t'nited States as far as possible t!u-o•J# a 

lit!ll1dation ~ British dollar invcstmcnts ratl:cr than 

t"!lro~ t\trther gold s l)j.p:nrnts" was 11111dt without th£ 

'l'rrasnry ' s knowledsc or consent and was no dt>ubt an 

a t te"'J) t to ob tain fur t her inf rrmation on t l--is ~EnEral 

que stion 
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ham -2- No , 290, Ptbr:~~~ry 1 , from London 

~utation followins its failurE to smoke out thE British 

aut1lor1t1~a as reported in my 1'"18, January 19, 1 p. •• · 

2. The Chnnc£llor of the Exchequer ann<'•.tnctd 1n 
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thE 'louse of Commons trat sl.noc tbc bcginntns of December 

the !rinis t 1.oy of Pood l:a 8 bEEn l 08i 11(5 at the ratE of 1.1 

c•illi on pe:- YIEE!: by rcfrairu.ng from raisi113 its scll~ng 

;rices for food· -chl efl; bread, flour, D£at and milk, 

31mon s tated t ha t t M.s S'lboidizatioo policy rc~csmted 

"tll£ Government 1 s contribut i on• to t he a voidance of 

! nflat1on and rc i t era t ed his previous vic" t' at 'leges 

!Mls t not be tic d antomatically to t he cost of living, 

"'£ added : 

"Our policy therefore is to continue far a tl.me 

at least to mala: publto.moncy available wit".in such limits 

r.a 'll' ovc possible , to l:o).d retail prioca or s~ple foods 

.,.. nt nn:y rnte to imponc delay and c!u:ck the :!bruptn£88 

or n:tl' rise . T.tc 'Eouac of Com:nons will observe t l:at 

t ' 'is policy btnE tits not I!Erel:y wag e-earners lmt also 

r.l.l tl-osc with small fixt d incants and allownncea . " 

Simon went on to ~.nd1cotc that 60 percent of the 

l)ff'ic1al cost or livin;s !.ndcx io nndc up of food, t!:c 

i ndex of which, due t o t:~c subo1dhot1on ?Olicy , '>.nd 

re•""~. ntd stable durin; t '•e r.onth of December; t':!at 

anotl·cr important -part of it 1 3 rent wl'ich is ~.lrea~ 

ccnt :-ollcd and t mt or t :.'IE otbcr itcmo the ..:oct 1m:ga:-ta.nt 

1e 
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luna -a- llo . 290, Frbl'IUiry 1 , tr0111 Lon&ln 

is clothing , nnd thr problEm or how it cGn bt dtCllt 

wl th ia now being oonllidtrrd byn spt:cinl committE£ . 
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BJ thts£ and othEr mor• circuitous mtana,. 'SUoh aa 

ttc cEEting betwEEn Kf:ynts and thE Trade Union ltadrra 

the British Government ja attonpting to curb thE • st 

raist movtmtn'; and in pirticular to unhook thE 1£ vel ot 

wages from thE coat of living index. In t~s conn£ot1on 

r tftrEno£ is andt to my 81, January 10, 6 p . m., and 

2698, Drc tmb£r 21 , 7 P • rn. 

JOIDISON 

liPD 

Regraded Uclassified



.f 

.. 
• 

,~, 

~ "' . -"' ~ 

• 
' 

Regraded Uclassified



DEPARTMENT OF STATE 

WASHINGTON 

February 2, 1940 

145 

The BeoretarJ ot State preeente ~~ ooapliaente to 

the Honorable the SeoretarJ ot the Treae\U'J and enoloeee 

one oopf ot a parapbraee ot telegraJI no , 78 of Febru&r1 1, 

1940 trom the Amer1oan Embaee)', Rome • 

... 

C': u. 1.! :!. 2S 

j 
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P.AJW>IUWIIC or TELEGRAM RICCD:IVICD 

f'BOM: .Aaer1oan ICiabaaa)', Roae. 

DA'l'E: rebru&r)' 1, 1940, II p.a. 

NO.: 78 

CONFIDENTIAL. 

A confidential circular ~ Ju•• been iaaued b)' tba 

Italian Foreign Exchange Institute, etteoti~• toda7, 

pro~iding tor the p~ent ot an exchange &dJuataent 

in connection With: 

(1) the importation and exportation ot certain 
merchandise which in~l~e• traneaotiona in 
tree exchange; and 

(2) certain other operation• in which receipt• or 
pa}'aenta in tree exchange would be in~ol~ed. 

A premiua fixed currentl7 at tvent)' percent is the 

subetance ot the adJustment. Ita aoat notable applica­

tion, «PParently, ia that tor valuta ceded b7 exporters 

ot specified article• the equ1~alent in lire Y1ll be 

paid at the rate ot exchange of the day ot cessi on, plue 

a twenty percent premi um. A cop)' of the liat ot epeci­

tied articles, which 1e aipt printed pagea in length, 

Will be sent b7 air mail; incidentall;r, this llat in­

cludu, under etatietioal number ot the tariff 728 to 797. 

textiles ot silk and mixed Y1th eilk. Th1e point ie men­

tioned because it 111pto pouibl;r bear on the e:uainat1on 

ot the quut1on ot the u. a. oount;e~aillng dut1ee on 

silk product. ot Ital:r. 

Regarding exchange toraneaotione other thaD thoee 

wh1oh are connected Y1 th expor te, it 1e not clear ret 

vbat 
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wbat o1a .... ot operatlou will M attoote«. HonYor, 

lxoli&JIP IDoUnto otf1o1alo 4oolal'o tba' u will aot 

1nT01n 4oYaluaUon ot the Ura. 

'l'o lt111\11ate the toUI'1ot tr-"e, w &1'0 1ntor.o4, 

the exohango rate ot the toUI'11t 11ra 11 oh&Dgo4 to 

2:1.696 to tho 4ollu, 1nT0111q a 411oount ot approx1-

aatelJ 1&.• peroent troa the otf1o1al ezohaJ1to rate, 

vh1oh 11 19.8.J1 M 11*1 In tho ozobaiiCe rate ot toU1'11t 

llra purobaoe4 1d. th 1terUng, franoe, eto., 11allal' 

ohango1 &1'0 aade. In tho pl'lllnt l'&to for oalgJ"&ntl' 

rell1 ttano .. no oh&Dgo 11 aado. 

PBILLI1'8 

U:KIG 
I iS 

147 

Regraded Uclassified



PAIW'BRASE OJ' TEI&GIWl RIIOJ:IVED 

FROM: American Ellbaeey, Paris, France 

DATE: February 1, 1940, '7 p.11. 

NO . : 1~9 

FOR TREASURY JRO)( MATTHElfB . 

148 

To<\a,v I had lunch w1 th the Managing Director or the 

Societe General, Ardant, with Couve de MurTille, and with 

the General Secretary ot the Finance Ministry, Bautillier. 

Ardant said that hie New York agency had done little business 

a s yet, but he seemed to be pleased that 1t had begun 

operations. For the present , he thinks that investment 

t ransactions or the Frenoh clientele or the agenoy will 

naturally be or leas importance t han the assistance he 

hopes t o be able to give to French exporters. Ardant thinks 

t hat through ita many branches in France, the Societe 

General can perform a useful - and 1t ill presumed profitable -

!unction in helping those who would export rrom France to 

the United States and who do not have connections in the 

Uni ted States, and do not know our formalities and business 

me t hode. Be expressed the hope that such IIX90rtere could 

do their business through the agency or the Sooiete 

Generals with a minimum or miaunderstanding and d1!!1oulty. 

You probably know that Ardant has sent Chadenet to 

Buenos Aires !rom New York t or the purpose or setting up 

an agency or the Societe Generals in .lrgenti.na along the 

e~e linea. IncidentallJ, be said the present trend or 
exports 

Regraded Uclassified



149 

- 2-

export a trom l'ranoe ia encouraging t o hl.a. Unt ortunatel:r, 

he aa1d, l!ranc e could not IIUPPl:r the requ1reaenta ot cYereeae 

aarketa b1 therto supplied b;r Oeraan;r, ae the:r called t or 

:~~etallu:rg1cal produot11 ot Yarioue t:ype11 which France could 

no t export i n substantial quantities in Tiew ot the doaeatio 

war demands in the French iron and ete11l induat:rT • 

.U t or financial atta1r11 1n France, Ardant a aid he 

wee quite pleaeed with them and wi th the eaooth and rapid 

functi oning ot the closed capital circuit . He thue echoed 

what other French otticiala and pr1Ya te American bankers 

have said to me at vari ous tiaea. 

In atr1ot confide nce I haYe learned that the French 

short term floating debt hae rieen aince the outbreak ot 
t he war to 505 b1lllon trance - moat ot tb1a going into 

armamant bonds . 

Ardant aaid h e ia worried about the price riee vhich 

is nov deYelop1ng 1n the count:r:y , eapeciall:r the pricee 

ot agricultural products. He remarked that it wae impoeeible 

to reason with the tarmera in France, and that a firmer 

stand with them would haTe to be t aken b:y the GoTeruent. 

Boutllllllr lla.1d that he ill uong t ho .. vho b811en 

that Oe:rman;r will not llo.unch an ottendTII in tha Weet tb1a 

year, In auob caee, Ardant ea1d, in J':ranoe there might be 

ditt1oult1ee tro• the point ot Ti llY ot •orale, and the 

All1111 llllght be COIIPIIlled to follow a •ore aggJ"BIIIiTe 

pollo;r. 
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pol1o7. 

All ot thoae at lunch apolte enthudaet1o&ll7 ot 

the much-needed warning contained in the radio addreaa 

tihioh D&lad1er made three ~· ago, stating that the 

civil population ot France would have to be prepared tor 

greater. aaor1tioee in the taoe ot an ene., '1fh1.ch ia 

detenained and hae made powertu1 preparat1one. I am told 

by Lero7-Beaulieu, who was aleo present, t~t on Februar,. 

12 he is a&111ng on the MAli'HAT'l'AN, leaving troll Genoa. 

Responsible people in the oil induatr,. tall me that 

in France today the consumption ot gasoline and other 

petroleUII products is almost 30 percent under consumption 

in normal peacetime , in view ot the present relatiTelT 

i naotive war, the 11ob1lizat1on ot eo m&n7 men, the requ1dtion 

ot private automobilee, the h.igh gaeoline pri ces, and 

other things. 

It the f oregoing is true in France, in GermaDT under­

conaumption ot gasoline and other petroleaa produota .uet 

also be wall under t1gurea tor peacetue, despite the 

mnoh lower proportion ot pleaeure veh1olea. 

END SEC'l'IOJIS ON'E '1'0 SIX INCLUBIVK. 

BULLI'f'l'. 
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JT 

Secretnry of Stnte, 

.lo.shington, 

GRAY 

PA1IS 

Dated Februo.ry 1, 1940 
I 

REo d 6:35 p, m, 

159, l'ebruary 1 , 7 p , m, (S~C'l'ICN SEVE!l) 

151 

Thr JCURNAL OFFICIEL of Februo.ry 1 publishEs an in­

structl.on to approved intermediaries of the Foreign Exchange 

Office defining the nature of "proof" to be furnished and ~~e 

procedure to be followed in or.tra tl.ons involving payments 

to the credit of foreign accounts in francs (Article 14 of 

the arrete of November 30, 1939 relating to approved intcr­

~diaries - my tclc~am No, 2882, December 1 , 6 p. m. ) Proof 

to be submJ.ttcd to Establish t b.t legality of such opcratio~s 

varica according to thE origin and .reason fer the psim£nts . 

Proof in t~ nature of an import liocnac certificate is re­

quired for ?Qymcnts to foreign accounts in francs originating 

with "persons considered as French" and employed in the 

settlement of imports into France payable in francs . 

BULI.ITT 

NPL 
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REB 
GRAY 

Paris 

152 

DatEd FEbruary 1 , 1940 

REc 1d 6 : 40 p . m. 

S&crttary 'f State, 

Washington. 

159, February l , 7 P • m. (SECTION EIGHT) 

ilo pr oof is rtquirtd for payments in tbt form of FrEnch 

Govtrrotnt checks , drafts , and bills . Payr.trnts to tht 

crtdi t of forcic;n accounts in fra.'lcs by "persons considtrtd 

as French" for a ll d r.b ;;s owing abroad rEquirE a spEcial 

authorlzation of thE forr.isn exchang e offict as to all 

othtr monetary transfers originatin(l with pErsons 

considt rtd as fortign (Lt . non-rtaiu tnt) can makE a 

J)SYLltnt fro:n his foreign account in francs to thE 

cr edit of anoth er fortign acco\mt in francs upon thE 

sub:aiss ion of EvidencE by t h t trans nutting bank that t hE 

holdtr of t ht d toittd a ccount is a p erson considErEd as 

fortitn . 

DULL ITT 

NPL 
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Secretary ~f State , 

Y/a s!U.ngton. 

P/,RIS 

Dcttd February 1 , 1940 
I 

Reo d 5:..15 p . m. 

159, February 1 , 7 p.m. (SECTION NINE) 

Similarly a JXrson cc:>nsidErEd as fore ign my have his franc 

account credited with the sum obtained from thE surrender to 

thE f oreign excbangt officE of foreign £Xchang£ upon presen­

tation of a receipt for such foreign exchange . The income 

or yield from the sale of French m:got1ablc sEcurities 

held wi th an intermediary in thE name of a person considered 

as f oreign may bE crcdi tEd to his franc account wi thout the 

aubmiasion of any proof whatsoever. All other operations 

originating with a person c onsidered as forEign require a 

,pecial au thorization of the Foreign Exchange orne: before 

they may bE credited to a foreign account in francs . 

Furt:ur !)revisions specify tee rupeotivE r Esponsi,. 

b111t1c s of t.~c 1nt erm£diary receivi ng a payment to be credit­

ed to a foreign account in francs , that of thE t ransmitting 

entity, and that of thE person making the payment i nsofar as 

the submission of "proof" of thE legal ! ty of th£ transactions 

1s COntltrntd 0 

BULLITT 

NPL 
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REB 
on:~Y 

Paris 

Dnttd FEbruar y 1, 1940 

Rtc ld 6:55 p . m. 

Secretary of StatE , 

Wo.:~hington . 

159 , FEbruo.ry 1 , 7 P• m. (SECTION TEll) 

In zcnt ro.l the person making the payn1ent i!l ul timatcly 

rtSj)OnsiiJlt for thE submission of 11proof11 , l!OYIE VEr 

in the co.sc of c chcclc drnvm by o. pcraon considered as 

French vthich pacsts throu(lh several hnnds , and is 

eventually prcocnttd for thE crrd itins or a foreign 

account in fro.ncs , thE lust "French" tndors ££ is 

responsible for thE 11proof11 • Tht funds invol v Ed in o.n 

operation which is not accompo.nied by thE required 

"proof" IU'e placed in a su3ptnst o.ccount for ten worl:ing 

day:~ , If no "proof" is furnished during tho.t period tbt 

funds o.re returned and placed in o. specio.l blocked account , 

d13 tinc t tro:n tho.t mentioned above , where they art held 

PEnding dt<~sion of the Foreign Exchange Office. If a 

bank o.broo.d rtr.dts to its corrcopondcnt backed by o. franc 

chrck to bt credited to its foreign account in fro.nc:~ and 

no proof can bt submitted as to the lrgo.lity of the 

operation for 11hich the chEck wo.s used, t he foreign bo.nk 

must o.pply to the ~rtisn Exc~E Office for permission 
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REB -2- #159, Ptb. 1, 7 P• m. (Src. Trn) 

fer th£ fUnds to bE removEd tram thE spEcial blockEd 

account and placEd to i ts crEdit. (ThErE is no indication 

whtth£r such pErmission Will bE srantEd. ) 

BULL ITT 

NPL 
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G~Y 

PA'US 

DatEd Ftbruary 1 , 1940 

?!eo 'd 7 p. m. 

Secretary of Stntt , 

olo.shington. 

159
1 

~ebruarj' 1 , 7 p.m. (3EC'1'101l EL~EN) 

The do~nward trEnd continue~ on tht securitiEs markEt 

although thE t ons was morE r tsistnnt in narrow trading. With 

t~x exception of thE 1925 txchanst quarantcc issue which 

gained one point rentes were almoot unchanged . Internation­

als wEre n•orE cbtErful , Surz gaining 115 poi nts . 

, The Ban'~ of FrancE statement dated January 25 rEvEaled 

an increase or 450, 000, 000 franc s to a total of 151 200, 000, 00< 

i n advances to t~c s ta tt . 

NPL 

Official exchangE ratts rtma1~td at thE sam£ -ltvEl. 

(El-"D Co> !'E3~AG£) 

SUlLITT 
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• .... ~.....-....-.. 
,. ~ .... ., "'"" _ .... 

DEPARTMENT OIF STATE/ \ 
WASHINGTON 

• 

replT refer to 
711,00111 Art1olu or 

rebruarr 2, 1940, 

!he Seoret&rT of State preeente hie oo~ente 

to the 8eoretar7 of the freaeUl')' and eno1oeee one oop7 

ot telegr .. no, M, dated rebru&rT 1, 1940, troa the 

Aaer1oan Emba••T at Mex1oo 01tr, With reference to 

traneah1pment of oargo at Manzan111o tor Vla41Yoatok, 

l noloaure: 

rroa Men oo C1 tr, 
no, ~8, rebruar7 1, 
1940, 

c lL .J t:. 11 

... -
' t.J 
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JT G<AY 

l£XiCO Cl'N 

Dat Ed February 1 , 1940 

Re:c 1d 9 p . m. 

Scerctery of State , 

'Vasbi ngt on, 

35, February 1 , 7 p , m, 
I ReferencE Department s telesram No, 23, January 26, 

this yu:r , 

Russian steamshi p !'AYAKOV·31Cf repor ted as coming d1re:ot 

from Vlad,,vostok took cargo of cop, er shEEts , bars and insets 

in :tanzanillo direct from Americnn steaJMhip GUAYAQUIL 

and wi ll do the same with similar car go of American s team­
ship BU!IIAVEi'TURA, 

Vcs3el s and cargoes consigned to German agency Heynen 

Evcr busch and consignment of cargo under s tood to be for tht 

purpose of transshipment only, Representative of consignee 

was i n l~nzanillo with J , Feinstei n, Amtorg rEpresentative 

in New York City during part of transshi pment, 

T~rEE other Russian ships arE expected to arrive in 

ll!anunillo : stmmship BOB, steamship Kif.!, o.nd s t eamsh.ip 
lU!!3K. 

If turthtt i nfor mation is secured i t will b£ transmitted. 

'DANIELS 
NPL 

Transmitted to llavy and Coast Ouc.rd at 9 :55 p. m. 
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11r. oerardi has ude a renew ot the lew Yonc TiMe tor 1919 

and 1920 tor data Clll the eala of Irilb bonds. 

On F8bruaz7 13, 1919 a CCD ...... tiCIII o f delept .. ~ Ir1ah 

organisat1ona thrqhout the ocnmtr.r Mt in PIU.la.dalJlbia and plqed 

81,250,000 to be raised in eupport ot the .,.,_..,t t or Irilb tre..s.:.. 

Fol.lorin& thie action the nrioua orpnisat1oae put oa capai&De 1a 

their bale oitiee to rai• the fw>cle 11r YOlmltar,r dcnetiane. 

:rn Auauet, 1919, DeVal.era, Prorleianal. Pr&aidllnt of the IrUb 

Republic, who wu in the united Stataa, wae eu.thoriMd 11r the tJoor11 L 

he r epreaoated to raiee a 1-. ot not to exceed $25,0001000. The Irilb 

R4Ptbl1c lliaeioa tbell 1n the un1 ted stat•• emounced the open1nc <Ill 

heedquartera to carJ7 on the notation of 110,000,000 in Irilll Replblio 

bonda. '!be c...,.'cn ._. atarted on ~~ 17, 1920 1lbeD DeValera 

participated in a 11-ant -.reb ot Ir1ah ~thiaera to the lew York 

Ci~ l!al.lwlln ha wu pwtacl br 11qor flrlan. J. few •• later, an 

Jaru&17 20, 1920 the lew York State J.a~ puaed a re~~o1utica 

enclorainc the ala ot I.1bert7 Lou CerUtioataa of tbe Iri ... llllpabU.o. 

'!'be Nola o t t.ha bcDd.a ._. carried oo tu aolic1tat1CII. one rapcrt 

indie&ted tlat nearq 40,000 paop1a ware eapaad in 11aw York in 
0bt.a1"'"C 8Ubacr1pticaa to the bcmd.a •4 tbet tho •Uaaal orp~iaaU. 
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included ,.arq a llil.llon pen<llla. !»Valera Mde a IUiber of ~· 

1n varioue parta of the count..,. end prc.i.nent pereona 1n AMr1oan 

ll!e also endorsed or p&rticipatad aetinlT in the eap&1p to Mll 

ouch bonds. 

There waa an article in the N .. Yorlt T1Jaea of Jmuary .28, 1920, 

quoting fi'OII an article wbieb lad prerlouslT appeared in "Tbe Street.• 

to the effect that the Irish bmda were onlT a speculation .,d were 

not sound i~m~Btllents and t.bat no applieation bad been ...se to Uet. 

such bonds on the N.., Yorlc stock I!xclange. 

It 1a uiiUIIed that aqy l:onde eeld ill 1921 were handled in the 

58tle m&Mer • 

It appears that owas aggregat~ OYer $6,000,000 were subacribe<l 

by citizens or inhabitants of the lll'lited states to two loans of the 

organization 'IIIIich was seelcing to eat up b.r force in Ireland a 

Republic ot Ireland, 'llhich would be trea and independent of "'11' 

allegiance wlataoeve r to the Goven~~~e~~t. of Oreat Britain and Ireland. 

Each aubacriber to the l08.D8 Sllbeequentq recei'fed a prillted fom of 

bond certificate in the •ount S>bacribe<l wbieb read as fou ... , 

"Repu))llc of Ireland. BOnd Cartificata and • To 
_, I, r;a.onn De Valera, preaident. of the elscted go•em­
ment of the republic of Irel.and, act.1nc in the ,_ of and ~ 
the authoricy of the el8Cted reprssentathea of the Irish 
nauon, iesue tbia certificate in acknowledpoent of 7our Sllb-
IICription of t to the firat national. loan of the npublio 
of Ireland. ~certificate 1a not negotiable l:llt is sz.. 
changeable U presented at tbe treuuJ7 of the republic: of 
Irelend one .antb attar the inten\ational recocn1t1co of the 
aaid republic for ODe $ gold bald of the republic: of 
Ireland. Said bend to 'iiMr interest. at S per cent. per....,.. 
tn:a the firat. dq of the -th .antb attar tha treeing of 
the territo17 of the repab1.1c of IralaDd troll Br1ta1n'a aill­
ta.,. oontrol, and Mid bond tD be rM'11 pbla at .,ar within ODe 

-rear~. --.De Valara, Preaidallt..• 
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About $2,SOO,OOO of such t\D!a r-ined in thb CC>I1nt17 atter 

the Iriah Free State was estebl.iahed and aa a r .. ul.t of a suit de­

cided 1n 1927 in New Yarlt, U na detemi.ned that the Iriah Free State 

wae not entitled to these 110neys but that tha;y were pa;yable pro rate to 

the subscribera. 

The Irioh Free State. OoventMnt paeaed a bill kn01111 as the Dall 

S1reann LOans and Funds ( -"""enta) Act, 1933, authorising the re­

J>31fl:IOnt (on the basis of $1.25 tor each $1.00 subscribed) of the 

Republic ot Ireland loans, The bill stipulated that August Jl, 1934 

was to be tho final. date tar the til.ing of cl..aiae ~ bonclboldero. 

The Irieh Free State established an office in New York Cit;y lena.. as 

the "Repayment Ot1'1ce for Dail Eireann &eternal. Loans• and more than 

160,000 peroons filed claims on or before August J l, 1934. The time 

tor filing claims was extended to June JO, 1936. On April ? , 1936, 

we were 1n1'or•d by the officer-in-charge of the re~nt ortice 

t.hat refunds of $1,660, ?&7 had been mede to the subscribers and that 

when such aaount wae added to the •ount paid ~ the Iriab bond re­

cebers in 1930, naae);r $2,187,164, a total ot SJ, BSJ,9Jl had been 

refunded to tho Republic of Ireland bondholders up to that date, 
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l'ersonal 

'lono!'llble Hen17 * n-geutt.G• :rr. 
sec!'tltll17 ot tlw ~ 
~roll au r:r Depa l'tllent 
~a sh1ngton, D. 0. 

l'•ar V.r . SeeNtaryr 

It see~Ut to .. 1mpoJ"taat_1D thh lmtortunate t .. p 1D 
which I let 1:1Y" lr fall by Dot ~ elo .. e nough att.t-
tlon t o the roate1'1al rq t'P1end•- Hiro14 l'fahbers, wu aaa-... 
lin<; on the D1ee Oomn1 ttoa ratter, that I ahould lat yoa 1m­
or one tact 11b1oh b 111raly to oc.e oat "17 aoon. 

'!'bat raot b that t h h O.Yicl .. :me t .. t1 t1e4 betore tbe 
aecret seaa1on or the D1aa c-tttae that I !-ewe been aottna 
on t he Olea Cot=ittoa -tter at tlw cl1reot1oa ot the !'Nat­
dent . I ..,. t old that ha t .. t 1t1ed that tbe dinner a t tbe 
llhlte House which Dode a nd I att~d with ,._ -• the oc•• 
d on on wh ich I .... auppo"ed t o hawa baeo g lwan ordera by 

the Preo1dent to get ns.a. 

It 1a known that ~·• ~ or thr!M clay& attar we "" 
at the lfh1te Roua•• to14 Webbers that ha maw ab011t Jtf7 be~ 
at t he !lh1ta Hoaae dinner • .,4 that 1t ... tor the puPpOoa 
he 1a auppoeed later to ha ... teet1t1ecS about. At tlwt t!Jne 
he 1nt1aated rather 111&arly that tbe ftepubllean lfatlonal o­
Pi lttee ••• 1ntereeted 1n the -tt flr and ... keeping 1!18 under 
111rwe1llanoa. '!be 1nt'erence t'POII hla ~· a t tlat tt.a 
was t hat ha l!IJ.ght collaborate with the ftepubllo-. Ket1cnal 
c-.ttt .. at a later clate. 

This 1ntbi'B&t10ft -• ,_ oat wi t hin tba' laat t'ew da)'& 

by 'l1a atata'Nnte to J ob\ !lena,_, 1n41eat1ng tbe he h get­
ting - oney or h a~t ~ get ~ t'POII Repabl1om1 a.-a 
t hroUgh Oharlee OUJ't!a. Jr., wbolle ott1M b 1n tba Soat~ 
Bu1ld1ng. 

I bell .... thU 1nt-UOD, e.- tb-.tl oeldn& t..- tba 

'V.tt h ot ao d1aNputable m d UJU"el1abla a paraan aa -"•• 
~ppeara to be well -ftb •lweldD& 1nto, ~ I think 1t abilald 

• done ilaM41atal7• t tblDk )'11111 ~cl pa .. t h h aa to the 

l
propor people, 11lel1141n& - ..._ t bawe •-'l..-4 tn thta 
et ter. I.t 70IU' -ret .. rw1 .. eMa14 be pat on the job 1.­

W latal;r, I ballwe \M)' -1• be able to m-••• en estre• 
Cl1'cl1Dar7 ancl unbelleftb1e -btnatl• ot o~· 

• 
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IMiiAu or POUJCIII AND DOIIISTIO co.a!C& 
• orncs or THI OIIIICTOI\ 

2/2/40 

1o Boo. B9nr7 Morgentbau, Jr. 
Secretary of tbe Tre&811J7 

For 

The attached notes oo Eeonoaic Developments , 
dated l"ebruo.ry 1, 1940, are sent to you 
at tbe request of llr. Jloble, Under 
Secretary of CoiiiDerca. 
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!oF -• n.. .sct-.1 •MU••*'• ,~. ,., .. - -..... "' .... 11' • • 
....... ,. '-'-'" ....,...., ... , .. " ... u, ....... tiM - ...Utt..., 

"'"'~ .......... , ................. ,, .......... wttlda ..a.-
UniT tw prt•UocM t•utrtal plaate. V...r tiM - ..au- anr 
.............. -.... ehlft ...... the ,.u. , ...... .... • ............ 
,, .. u • .,~ .. •' .- ..._. -- • 1a11r.r n •r et ,.._.rtel -....... 
S.rlGU Utft.-lUH Ia pi'WS&U .. tiM ehUl• p..,S.aU01 .. ~ --.la 

o--'lU•, pant.-larll' , .._._ .... e-.1, ...,. II'MiltM ,_ tM ..u 
"'"'her artoc ~-.... A ft\'7 1••• ...-.ret \he ......... MlleM 11 

Julia ~~aYe -.... .....,ue4 te ,.... .. baatloc II' eUalM\e u "'lHIF• 
'"' o11ortap et e-.1 •t~~e n. prtaart!T u u.. um.uu., et ••• ., .. 

teUoa. partlnlarlT t ile '""'• - at U.e lal.aU _.,,..,., ,..u, 
lnttU1lUOII aad ftlbO .. ftftl la hrlla lla" '-ea lrU ... M Hll e 

pert at tlletr Hal te prtnte "-ren. Pu•eocer ran tntfte a...a '­
.....,..., t e a alai-. !be petah ebort ... bu '-" atti'IW.M \e \ lile 

t ao\ tba\ U.• _, M ehlpp .. wUit~~~a\ '""'•· ~h allen._. h 

foU aot\ ta '11"\11'11 0.~, wilt ... ~~ wpoa Oewtral .. _... t• Ua 

pet a\o INIIPu... t he,.,._., ellortoc• 11 parttftlii'IT .. rt .... h "" 

et tbo , ... , \bet ... er pre- ...U\1 - ,...._ t- .... aa lwperteat 

per\ ot t be t..utu1't tlllpplT, .., h \he oall' r niUt)' et ,_..._ .. 

wlll CIII lt not raUo .... 

fr""e ,..._.latloaa 'M\_, .. ...., .... .......,. wen ,_.IT -w.. 
after oorl ooae 41fftc,.aut .. eoaaeetM • U b Uo.e ttlln~ ot o.- ..,.,..,, 
ohloflT ooal aa4 ooee. o......, h ••14 \ o .... •"'al7, ubr tluo el_,... 

l n« oc,.._at , ..,rext-hlT llll llll Uoa ...a, aacl teltwert .. at Genu 

coe4o t o llui&l7 ....,e J1Ma " Uire' n _, et ,,..._r-.uaa • ttft-

11111\leo n.-ltloc ,_ t be treelloc at ! be DuOe ""' the _,.,,. at 

"'llroaAI oare • 

.!!t!bllf' Jt .,_... tllat ,.._ 1eoc "-•e4 plaa tw ....., .. ...., ., .. 

• 'Ln ,, .. ,....,., .. _.. .... , __ , .-.,_. " •'""* '' " ..,.., ••• 
ott .. \ . 1Wer !be "11 ,_.1:r la!ndll ... -..uee an te M pal& • 

•~~eta. • tte et 15 ~oerwep ... r er wer at tM fellewtoc rate11 1.30 a •U 

fer \lao tll'n 20,000 •octae •"•• 1.25 t er t he _ .., 20,000 .,.tae uit11 

_, 1.20 tar !be t hll't 20,000 .,... .. wd!t. fbe lln8\t' h !I 1>1 pal& oa1T 

to eo.p.11tu at 1 .. ,, "'•-\ bl l'ta Aaaatrallaa _. .., -treUM. .--ra­
'• to lin tekl1 .. pleM ,_.11' .,.._.-, the -.!rallaa O..Mll&a\M 

l ..... rt .. , ~&., h !o tea a AlilaltlaJ7 II ; - !e M a.aa M ... ....,. ... 

liner llaaat..t ........ P,.,rtn...,. Ll.S\M, wl\11 a ...,".,_ et 1.2, 000, 000 te 

....., .... ,.... eiiCI- .., ehalah aad .._. a\1111' pane •• are "' ........... 

tbkl•\11. t he o,., ,.. p1au te etart , ....,..., .. ta h1;r 1,-1 at ,.._ 

""e •t a,ooo •re ~q. !he -....,toe lllrwt• at .,..,....,.._ ._. 

eoU&ate4 J .... \rte1, ~··· - "*PP'"& te al'l'l" Ia tlila UlaltM .. ..._ 01 1......, 22, 19i!O ter U.e J!'lrP"• et puraatloc ...abl•IF .... ••oct• 
llr\ala -.rt .. e~~perh ter \be,..,.., ...... , worp,.er ••--" 

, ....... '"'' ...... u_ ..,.. - M l ,. ..... , .... t• tiM .,....... .. ..r 
~,..., If eortela te~Waft .-.rt .. --•11• •-·-· ~. - M M 

PrMl&M& lt et ... .-.rt_. \:rpe, 

Jt will " re-.1\ et \loa! !he ...,._ ...... '- ..... ., ... ,_ -

'"" " ,.._ .-.n- •-• " ..... u. .... ••-"1• ,...,... 1a 

- 1\raJ.ia, ""' .st ..... -·· 
h.....,. fill reretc- .... .__.,, o-..... 
re'lof'IU7 1. lflo. 
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19" 1M) 
C: n dltt' I I f 

Fe'll, 1 1 .... .JD 1 Sep\,lJ 1 l-.J4 1 I••Jl 

tltOU'ol.¥Ue1 I,J, • • • • 1# per' 1'11. 1 U l/41 1.0 l/11 U U I lJ 
proe;>' l hi,_,, I,J • • • • • I do 4,1f I J,C)5 I 5.~ I ,,. I f.lf 
I,J' • ' ' • ' ' • • • • • • I do 4•&4 I 5•14 I 6.64 I ,.., I ,.., 

.... 1~. a.r. • . • • • • • • c1o 46 l/11' 49 l / 4'1/" ' 4f l/41 4f )/4 p.w'\&"-· 1.r. • • • • • do u l / 41 16 7/ 11 aa l/21 11 l/41 11 T/1 
U,.~~ MUYO eowe0 Cbicqe, 1 do I 1.0 l/21 U I lJ • 1J )/ 41 1J 

lJ-15 docUu o 7. MripJ.M., 1 I I 
If pa' 1'11, 2,Q) I 2,?2 ),21 I ),6J I ).lJ 

a1cl4l.U>co &Y, lD ....-lte\e • I~ peol" 1'11, I I,Sl I 1,5) I 9,Ql I 10,)1 I 10,)6 
60a64, )I} l.Acbee ... r.•• per 74• ' 4 l/4' 4 5/11 5 )/11 J )/11 t l/4 
1~ l'llt...-.., a.r. •• per 1'11. ·~.6 'l/11.5 1l/lll.9 • lOa.t • 99.0 

U00 91/', du\J tHe, I,J, • do I 2,71 I 2,912 I ),70 I 2.15 II 2,lf 
1 !cGR, I ,J, , , • 0 • , , • do 4,65 I 4,)1 I 6.4J I J,ff I J.4J 

,., Bo.c\oa, lo. 4, II.Y •• , , • 1 do I 7 5/1' 7 )/4' 7 1/2' 7 1/2 
cub, Cnioap, •• , , , • , 1 do I 6.75 o 5.65 1 7,75 o 6.07 o 5.90 

oU, llar,l9J,O tl.l\uree11YI do 'J/. 6,17 'J/. J,Q 'J/ 7,)0 I 6,14 I 6.77 
llq 1940 l'lltureo, Chieqo • 'f per lila. 1j//A 7/ I'I/Hil/41J/,IJ )/11 1,00 l/11 .96 )/1 

(ood aA4 cho1ae 1 .a.2()..~ U. • I I I I I I 

• •t .,... ..n.•JI 7.61 • 6.11 • 1.u • ,.21 • '·~ 
I f I .. 1,6) I 1,.)1 f 1.11 1,6) I 1,11 

All 00!:-od!U .. , •1\!1 \be - pUCIIIl o£ -1 \Ope, _,.\\Oueed oU, hole, ... 
""" \&~roc troa \be I~ ot eo-.., -1 \Ope .....t oo\\Oueed oU u o ~ 
L.U sv .. \ JOW"IIalJ oAd hoc• &Ad ., .. ,.. ..... froG Lbe v. 1. Del)IM&•' ot Alri-
11\or .... ot J.ar l eul\l&hl. z.~ •• 
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CAA 

TREASURY DEPARTMENT 

WASHINGTON 

February z, 1840. 

REPORT FOR SECRB!ART IICI!OUI'IWh 

In reference to oloaiJI& a&r-to ..,dor tho Villo_.rr-u 

Aot, the clnolo~to clur1~~& tho - ell: - re ao tollowos 

A requeot -• rooei'Yod by .. u troa thh oonoorn tor o. 

clod~~& ogre•ent in r egard to IIJM'Oio.l equi-nt ootilu.tod to 

o,uro,ato ill ooot olllbtl,y in o""ooo ot ~2,000, required tor 

tho porto ...... oo ot 0. proopoetiYO oontraot tr .. tho lit.~ Deport­

ment tor tho !IWiufaoturo of 686,000 projootiloo. Tho requoot 

hu boou o.okaowlod&od witb tbo aplallation that it will bo 

neoouary tor tbe oontro.otor to oontaot tho !Ia~ Depo~ 

o.nd .. ouro tbo ,.coooary certtt1oat1ono. .b thit 1t a 

rolatholy oull oaoo, i t 1t poooible that tbo -~ Dep....-t 

will oooooed in d1ooourac1ng tbo oontraotor in dooirin1 to 

onter into a. torwal oloain& ACJ'I rrt. Hown-er. at th1 a 

writing it h not l<:noom oxo.otly - t o.ro tho roooono tor 

requo ot1~~& tbo oloo.iJls a1rooooont, axcopt that tbo contractor 

ot oteo in o.n o.xhl.bit ac""''f'&'ViJI& ito lottor that tbo tacilitioo 

will be ot no uoo to it followin,; tho •-lotion ot tho oontract . 
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M:r 4au Mr, Oochi'UI 

!o lcMp 70U poa'-4 oa U.e procreu of a.r 

4ioouoaloaa ~a pou1lll.e e:qor\ ore41\ f or 

S\1\oo, I bee \o ....,lo M for 70UJ' poreoaal latora\ioa. 

a 00711 of a 11\\er which W&l hendH \o ICJ', .JUM 1011111 

u.7 lllwr .. t to tbe Secre\orJ, I ban u objeotloD 

lf 70U ohow \be llt\er \o !WI. 

Mr. B. Merle Cochi'U, 
!re&1UJ7 Deparbed, 
ValhlDCt oa , D, C, 

/ a/ w. Joetna 

174 
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j lS II!Iff 

L!iG.I!'IOI OJ' SI!EDD 
Vaabiocto~, D. O. 

Dear Mr. J on• 1 : 

con 

lebruar,r 1, 1~ 
Collfidedi&l 

with you \be pr oepecta ot a credit fro• the leconatraction fLo 

nanee Corporation or \be :&zport-t.port 'BaAl< to fae111ta• t.be 

f1D&DC111& of Swe41ell purclul"' 1D \be tJnited Stat... I b.e.n -

been 1Dotrueted b7 ~ OoYel'Dilent to pheent a fora1 applleaUo.n 

t or ouch eredi ' and, vi \b the ... ittanee of the Sndiell ec ... ~ 

•ent Tro4e Deleption wbiob 1a now in llaabinston, t o enter into 

diocuooione lockiat tcw~rde the coneluoion cf a c redit asree .. nt. 

Before I proceed to dieeu" the rono &D4 the &&OUAt of the 

credit Whiob we b&n 1D &1114, I p.ropoee to 011tl1ne eoae recent 

denlop•nh which attect Sve41ab .Aaerioan trede relatione. The 

total ruue of the trede paooi~>& between our two eOUDtrieo 4D.r1Dc 

N C&Ilt 7'&rt b&a been aa follow.: 

1935 
1936 
1937 
1938 
1939 (Jan.-BoT. ) 

r.p. f r o• Sweden 

It h to be noted the t bepiUll..,; vl th 1937 there baa been a 

otef.4¥ increue b. tJIU ted State a e xport. to SWeden. lo oorree­

polldlnc lncrea• 1D J.erlcaa J"U'Cbb."• ln SWeden b&a occurred, C. 

Ptrtl7 to the eoo-'-e reoe .. ioa 1a t.be tJai ted Stataa vhiob CIIIJ'o 

.., 7" - -
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......... _.., •• u. f/1 lwMS ... ~ ..... - tw.-r 

eocelera\e4 aruc leet ,._~tile etteote .t Ule .. ,, .. , orlele, 

.t.po.r\ rr. s-eo& gu e•eo• et e..V.S. •-.Sal atwtale, u 

a ..t.....-r' ._.s.et ee -~,., ....._ •• -... leMS.ec w t» 

11a1U4 1\at" •• a - ot IIIII'P1J' for a -~ .t pr.._h *10. 

ori111 to Ule Uelooau .. -- ~ .... ....U ,., 1M ·~• Ulrwp 

•r.l ,,_. ....... le. It ~ 1M uUe1pt.te4 ,,., it eet oMeb& t• 

ft.Miel rea .... , We Uee4 will e•tS... 

Ina it W ti-t Ule eDft.-.11....,. JIW'OMMI U'iei.Jic eU .t 

4htv\le4 wrU OOD41Uou, ...._ npre ... h eo - arDt for 

176 

.I.Mr1ou •IIPOM•· ..,..._ •• ooae\utlT llncllt -• .,..... tr• Ule 

11aite4 ,. .. , .. tllu t:be .._, uar- laaa41ena auou, Jlalael, .....,, 

ad Deeearlr. .,.._1ee4. Ia tlae tire\ ~~ -til• ot lee\ par, tM 

llll\14 1\a\to elll:ppt4 een pe4o te ....... tllaa \e UT o\Mr oe•tr)' 1e 

hrope, w UAo lktte4 nacc1oa ee4 heMe, It ...t 1M~ .. 1a lda4, 

bownor, \Ia\ tlae nnlt et 1ut JMr'• \raUec llbowM a 'l&laeee et -

flt\7 a1111H Aell.&re 1e taTer ot tlae lla1\.& lwteo. Ia tile gerie4 pn­

-uoc u.. h'o»-a ooatliot n .s. 'l&laeee wn14 ,. .. , -.., ... a.,._ 
of eov .. , IIOYen& ))' u.e praceMt ot -.let to eUler •-trite .ttlll *1.., 
Sw ... Me a faYOnU. ....._ •Jm' s• 

1War pro_, o..S.Uiou We feno .t tr1aaplar tnM 1e ourie4 • 

1l84er t~lna titflnlU11, .&.e a relllli et tM - a .-or ot ..-trice 

llaYI todopte4 ar\1\hr)' U..eter glaee, :JoWcena \lecb'e -ev•e 

OOIU\1\Il\1 a - e\ut !tiei"MI te \ft4e wi\lll- ef ev griaoolpt.l ~~ 

port arbh. AaotMr, .... te u ftr)' -sne, .... , .... , et tM P"-* 

orta11 h tat w llloft w ,_,. _. tor ..,,, et .., s...-te atle - n.ple 

Qpeh art eUU lar .. l)' ea14 • ore4U. h U6e - tM ts-Jac *14* 
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177 
_,.. 

-·· w- ,.,._., - la • -·~- 'M ~...-. • ~..._ 
a'Dlt ~ r .. arn aat 'M kltpt 1a ov pr1ao1pal W;r1ac -~~:ne, .-11 

u t ilt t11a1 .... llta\a •· 

lor rae- d14ll I -.n - aWe£. it llaa '-- -•8U7 \o pJ.a 

a }Wdlatiae ,.UC7 oa a •Uo.al ~. u4-. t1•M'e1 __.._, 

ae\ o'llnn81T lit <d cr-t liQNr\&Me 1a a.t-laillc -11. a peUo7. Ia 

order \o eat•·car4 nr nrr-7 rllln'll 1\ _,. '-- -••llr7 ta nr· 

tail I.J!porh of oartaia ola .. aa of cooA• •• al\-UreJ.T, U tzautar 

.t. preltwla&r)' lanntcaUea llae eiM"Dlhlt.K .,_,, 1a arbr \o aate­

pr4 a raU1o1oat 4ollar """'' tor ...,. ceatl.ac-1 .. •• I -.n .._ 

11M4 a'ben, a441Ueal ore4lh et - \lt.1rV 111Woa 4ollara ..U 'M re­

tu1re4 tar~.ac \Ill nrreat .,..z, 1t cov parclla111 1a \11.1 Qdtl4 1\at .. are 

\o 'De apt Q at tu PI'•-• rah. I\ -.14 aot, of onr11, be -•l&r7 
\o ll&n tilt wllolA of \lt.la ora4lt .a. aftlla"Dla a\ -•· n4 I aUrata14 

hoa oar prerl ... •-•Uoa tllat 1\ -.14 'M -nal•t \o 4al 

MJIIU'I\alT wl\11. .a ,.n ot tile arl41t ae llllnU 'M a1al7 ..... ta tt..Me 

P'Or<:MIII of JICI'lcnll\val M4 lr:1a4re4 pro4Doh, "crl .... lhl'al J'HGoh .... , 

hoW'I'er, of lliaor U.,or11M't 1a 0111' total lllporh tr• \loa 11t.UI4 Ita tee • 

&114 I line tllat till hl4hlt. '""- DalepUoa, 1lldla aUU 1a .. ••al\la, 

wtU ••• aa QlpGII'hai\7 h 41-• Ill \Ia ,_ alaa, orl41h tar pw ella"• 

ot ao.....,nc'llltval. prot.n1 , *lela et-ta •• are ot ~ ~ 

~ .. 

-...... 't7 t11a ~-. w.dl- at 1at_u .. al ariAlt -"'M'T• 
1• '•- a-ra1 tt•M'al u4 ..... , ..... •sac, I ...._ oa1T-.:, .,_, 
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,..._ ~' w a-"' ..u• rlak. •-.. M t~ .. ..,.. 1M ftaw•a 

uur-.1 uuM• ... •• la IIII!PlT oware4 • - -s.c •-'-· • nUl 

.... -•1MrPle plt "-"•· 

.hlllci.Ac '117 ev t~la1 raMft., ,_. • ....U M ao ..... elf -

poool'blll\J w rlu .U a orlelo ot • - -• -1 ... S...r• .-. .a. 

oae.,. aro ~lahq taolllc. !be &nenlauo wUia willa .u tun-

t 'be Upr-euloa of 19)2 _, 19:53, Mar wa•t..eq w "- ••-•1&1 x '••• 

ut tlao rooQPOraun power ot tiV -~· .a t~la1 ••no••· 

Aa ~~ppron•••• ••U•h ohon ~ ....._ cnl4, '-lac 19ilo, 

poro'baooo will \okl alloa\ ho llllliaa 4ollaro We ~· Ia a441Un, .,. 

••• aoot ot oor..u cuauuoa ot Dial ..now aa4 oo•w• ooot oa~oa. 

J'l'oll .a. Pllllipplau ,. ~ - - UanONil Ullaro xr\la ot -• a\ 

ou.. 

..._ ~ .... L "-•• 
'~nr..-. hMnl. :r..a •• , ..... ·-~-- - . -».o. 

(o.p,) 

I 
W. IOIIICW 

178 
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JT 

Secr etary of StatE , 

'?ashi.~ton. 

164 1 ?ebruary 2 , 6 p.~. 

GP.AY 

PA11S 

Dated Februc.ry 2 , 1940 

"eo 1d 4:35p . m. 

PG:t T:E TREASffiY PROS ;{A'l'Tl!EWS. 

179 

The JC':":li:.L C'FFICI EL of February 2 contains t wo further 

ml.nor neas"..lres clarifying and tightening up cxis t in3 cxclnngE 

control mtnstU'es . Tbt first is an i nstruction t o approvEd 

inter mediaries of th£ Foreign Exchange Office rcgo.rdlng 

ovcrdrr.fts nn foreign accounts 1n francs . GEnerally speaking 

such overdrafts cannot be granted w1 thout prior authoriza­

tion of t~ Ford gn Exchange Office . I n certain cxctpt1onal 

instances , however, in order t o avoid delays, intermcdiarice 

!'lay gre nt overdr<ofts without prEVious authorization. In 

such ccs es the owner of the foreign account in francs must 

advisE tht intermediary as to the way in which thE over-

draft will bE covered. 

( El"D 3C::CTJ ON ONE) 

BULLITT 

I!PL 
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JT 

Srcretar· of State , . . 
Wo.shington. 

GRAY 

PARIS 

Dated February 2, 1940 

!leo 1 d 4 :10 p .m. 

164, Pebruary 2 , 6 p .m. (SECTION T".VO) 

180 

Authorized methods of effrcting cover include bank transfers 

in francs arising from thr surrender of forrign exchange , 

surrender of checks or commercial paprr drawn on France or 

delivery of commercial paper drawn on France for discount 

by the tntermcdiary. l o overdraft on a forEign account in 

francs w:1ich showed a debit position on Dcorlli>er l may be 

extended without authorization of thE forEign exchange 

offi ce . T~e same applirs to overdrafts on corresponding 

accounts of branches or affili.a tea abroad of intermt:diariea 

for th£ financing or trade •i th France or French possessions . 

BULLITT 

CSB 

Regraded Uclassified



JT 

Sr crttary of Statt , 

'lashing ton . 

GRAY 

PARJS 

Dattd February 2 , 1940 
I 

Rto d 4:43 p . m. 

164, Ftbruory 2 , ~ p . m. (SECTION THREE) . 

181 

T~~ sEcond 1ttm is a not1ot o f tbt ForEign ExchangE 

OfficE to bnnks in rEgard to t~E tran~ mission abroad by cablE 

or lEt tEr of :~.n struct1ons ord Ering tht disposal abroad in 

favor of third par~iEs of holdings txprEssEd in francs or 

forEign ourrtnoiES o It points O\\t that such an action ,.f 

oarrl.tc\ out without til£ ptrmissi on of thE officE consti tutEe 

an <x~ort or oa~ital. FurthErmorE thE transmission abroad ot 

sil••··· · articlEs rEquirEs an authorization of til£ ForEign 

E7.~l:;:;;:;E OfficE • 

·::~r French financial prEss (ubioh likE othEr FrEnch 

journals c onfrontEd by an activE cEnsor 1s oftEn hard :put 

to fill up spacE) has rEcEntly EngagEd in somE commEnt and 

spEouJ.otion on such currEnt quEstions as allitd mrans of 

paymEnt to us for war purchaere and ae thE valut of thE pound. 

BULL ITT 

HPL :EMB 

• 

Regraded Uclassified



JT 

Sccrc tary of State , 

Washington, 

GRAY 

PA'US 

Dated FEbruary 2 , 1940 

Rco 1d 4:30p. m. 

164 , February 2 , 6 p,m, (SECTION PO~ ) 

:82 

1' This nc.rn1ng 1 s AGEI'CE ECONm!IQUE carries an American despatch 

that "thr rw:~ors which have circulatEd at ?lashington accord­

t o which thE United States Treasury Clsktd Grea t Britain to 

makE as much of its payments due to th£ United States as 

possible thro~·gh the sale of British dollD.r investments 

re t l'lc r thn n through new shipmEnts of gold hAve not bEEn 

confirmed" , ThE article then mnkcs brief reference to thE 

recent Feder a l ' escrvc bulletin by t he United States 

gover~-ent on gold , Commenting editorially that 

paper snys "th e cables of our ~erican correspondent clearly 

show t hAt if t he United States j,s not considering , as rumor 

1-.nd ~t , rcf\~sing to accept foreign pnylllE nts in gold , tt£ 

influx of t he yellow metal nevertheless is worrying the 

Amtri can administration ,~ 

BULL ITT 
llPL 

EHB 

Regraded Uclassified



JT 

SEcreta~ of StatE , 

Washington. 

GRAY 

PARIS 

Dattd Ptbr uor7 2 , 19•0 

Rrc 1
d • :so p . m. 

164, FEbruar7 2, 6 p. m. (3ECTICN FIVE) 

183 

ThErE Exi st for it almost t hE samE problEms as for •.111 -

in t hE r EvErsE sEnsE , so to spEak - thE constqw:ncts of which 

may i n thE rnd bE of thE samE naturt if onE cannot find an 

appropr i a t t rontdy. That journal 11kEw18£ oOIDmEnts on 

London pr t ss commEnt to thE EffEct tha t th£ pound 18 undtr• 

valued with rtsptot to thE dollar . "It 1a onl7 ot coursE a 

QUEstion of rumors which wt: havE rxntiontd from curios1t7 

but t bErt is no doubt tlllt th£ q tlf:st1on ot rElationship of 

tht franc - pound- dollar i 8 up at this momEnt and not un­

favorabl y tar London and Paria :." ·// 

Activity was again r tducEd· on thE stcur1t1Es market 

t oday and t h r trtnd coot1nurd (rEntta?) . Rtntu •ost 
• 

about 50 c t nt1mrs , a rd mod Era tr loss Ell wrrr rtg1"trEd in 

most othrr stouriti tso 
~, 

BULLIT'T' 

NPL:E!!a 

' ! 
I 

' , ...... 
.u 

' .... 
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JR 

Stcrtt~ry of Sto. tE , 

\'lashing ton. 

304 , FEbru::ry 2 . 

NR T.l!:ASllRY Ffi0'-1 3UTTE:ti'«>RTil. 

PLAIN 

London 

184 

Da ted FEbruary 2 , 1940 

Rtc 1d 2 : 25 p .m. 

1 . ThE Briti sh TrE~sury stctts t~t thE Bank of 

Ent;1::nd end thE .\r3 EntinE Cmtra1 lknlc lu.vE agrEEd to thE 

continu..'ltion for a furth Er ,Hriod of thrEE months sub j Ect 

to cErta in modificntions of thE AnG1o- :.rBtntinE pnymmts 

o.rrc.ngEmEnt , I ga thErEd thnt in f :-.ct this nrro.ngEmEnt 

i s almos t wholly in thE hcnda of l3aring~ rcprEsmtc.tivE 

in l.iutnos . .irEs \Yho h a s tEm,Jornri1y bEcomE o.n orfic1n1 

ot tht U~ of Eng1cnd , tho.t hE Enjoys nn unusucl position 

in tht .iremtint nnd corrEspon<lin t;1y c r c.thtr frEE h.~ 

1s c ccordEd him h ErE . ThE 3ri t1oh TrEasury stctEs t hat 

coidE from sEttlin<) thE d Et c ils of 1o~n SErvicing with 

TurkEy it hns concl udEd no othEr p nymtn ts acrrEtmEnts 

s ince that rcportEu in my 31, J c nu:.ry 5 , 7 p .m., nnd thE 

nq~oti •.t ion:~ with t hE othtr countriEs mmtiontd in my 111, 

J'-llu:.ry 12 , 7 jl . hl ., hc.vE not ytt bEEn tErm1n::tEd . ThE 

Governor of thE B.~ of GrEECE h as bttn hErE o.nd ::s rEportEd 

1n tht pr tas hc.s r EachEc nn ::rrcn{;tctn t v:i t h thE British 

Council of ForEign Bondholders to p o.y 43 pEr cent of th t 

contractual 
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- 2- ~304 , Pcbrunr~ 2 , rrom London. 

eontr~ctu~l interest on the GreEk debt for the period 

f r om .. pr11 1 , 1940 until the end of the w::r . :1sidt 

r r om t obc cco purchcsts over c thrtt year period tht 

Britioh Tre•.our:r h~.s agrE cd to the cha rtering of a 

zonoiderr.blE c.mount of Grt tlc shi!)pin3 . 

2 . ThE agit~tion for thE appointment of a Winister 

of Economica , rEfErred to in my 2698, December 21 , 7 ? •m. , 

t c nit in the i"l".r CabinEt founu c;;prtaoion in a drb::tE in 

the Houor of ConuC'n~ in r•hich th~ Prio E hinistcr flr.tl7 

turnel Go•·m the ouczc:::tion .~c:. merely o ffrrEG in its 

ste·.d the C.;),.>O intmcnt of c c ommi ttcE nt:'.dE u;l of government 

offic l .ls ~nc• rep reSEnta tivc:J of inclu.~try .·.nd l :>bor to 

:.dvise the ;wc~idcnt of the llo:-.rcl CJf Tr:·.cle on the export 

!'ll'oblcM. The Ch:mcellor of t he E;,chcquEr also m:-.cle c. 

spttch v:hich, oincc the pro;losal for r. l!inistEr of 

~ec.no.Jics 11oulO:: fu-:.stic:-.11:· cut :.cross thE Trrasur;;' s 

r:.i:tin.:; ;:.or1trs :.n£: function :: , ·•co in r rc.lty en oblique 

defence of himoelf. 

J OIDISON • 

CSB .. 

.... 

185 
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ma Aaer1oan J:abaeq, R1o de Janeiro 

DAD: Febru.al')' 2, 1940, 3 P••• 

io.a · 24. 

The Departme~t tran8111 tl the following obeerYat1ona 

on the Britiah ored1tora1 aeaorandua for auoh uae ae rou 

aar find for thea: 

186 

!he Department knowa of no baeia for the a11ert1oa 

about ignoring 1oontraotual rule a• . In Jarru:t:"f 19M 

Reuben aJ.arlt aore or leea aaeented to the .Ar&Dha plan 

10hedulea when he found it iapoeaible to get aD7 aore 

eatiafaotorr reoogn1tion for the gradea of eeouritiee 

vh1oh were primaril7 in the h&Ddl of Aaerioane. HoweYer, 

he , .. oareful to lean the .lranha plan in the atatua of a 

unilateral aot. It ia hard tor· ua to peroeiYe how an 

arrang11111ent of relat1Ye peroentagea of pa:JW~ent oonta1ned 

in th1a plan ahould aoh1eYe a higher degree of aanot1t7 

than the oontraota llhioh were oonta1ned in the origUlal 

bonda. 

In the faoe of a general tranafer morator1ua, the 

' •uperior aeouri tr • of Grade II (the Ooftee Realization 

Loan) 11 irreleYant. 

Vhioh encare the tu11 

OoJBpared with Yar1oue other loane, 

ored1t and reeponeib111t7 of publ1o 

authoritiea of Bra&11, it 1117 or 1117 aot be true. Ia tine, 

1t 
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---
u 11 qpareat ~t ~ aole .,., ••t la a 48feua of 

Br1Uah 1a,ere1ta, 'aklaa ~ toN at aa unruoa ef 

legal r1pt•• 

llsJ'LsD 

• 

BULL 
UJ) 

.... .... 
; 

... 
I 

n 
I 
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DEPARTMENT Of' STATE 
WASHING'TOH 

rebruarr &, 19~. 

or 

!be a.oretar7 of State preaenta b11 ooapliaenta 

to the Honorable the 8eoretar7 of the !reaeUl')" and 

enolona one oop7 ot telegraa no . U, dated Pebru&rJ 

2, 19~, troa the American bbaee7 at Xex1co 01t7, 

regarding tranub1pment of oargo at llanzanillo tor 

Vlad1 Toetok. , 

lnoloaurel 

Proa Xexico 01t7, 
no, u, rebru&rf 2, 
l~. 

~ 

.... 

..., 
"' Q 

_J 

i 

... 
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3corctary of State, 

Vlaah1ngton. 

~1 , FEbruary 2, 8 P • IDo 

aRAY 

lfu:1oo Cit)' 

oatrd Prbrullrr s, 1~ 
Reo 1 d 11 P• m. 

Rtftrcnct Embassy's telegram ~5 , February 1, 7 ~· ~ 

Viet Consul Notl reports sttMlahip IIAYAitOVSKY' a lnat 

voyage oomntnoEd in July ~1 last ytar, taking hEr to 

Novorosn iiak, Madras , Calcutta, Sabang, To1og- Botung, 

Batavia , Sa 1111rang, Surabaya nnd Vladivostok, from which 

port shE sa1ltd in ballast shortly aftEr t ht 26th for 

i.1lnzan1llo, arriving t h erE January 20. All cargo of 

at t o..Jab1p GUAYAQUIL 110.8 takEn on board but nbout 1 1600 (*) 

or otcamsh1p BUENAV€NT~f1AS cargo 11aa put asher£ to bE 

;~iolcEd up by anothEr Russian vrsstl . ThE l!AYAKOVSlOI: 

sailed !'rom Hanzanillo J.l'cbruary 1 tor Loa Angtlta . Rumor 

{ unoontirlliEd is aht 11111 takE on airplane pe.rta t :!:lErE o 

Reason for tranasbipm£nt a t !.!D.nzo.nillo 111 cxp}.p1DE4, 
- "' ' ' 

na duE t o thE lower trc'-8ht chargu and ted~ing ~g.:a • 

Asldt trom 75 tons ot ditaEl oil ond watEr l !AL\KOIItlcr 

took on no 1oool cargo. 

Ptinott1n, Amtarg rEprtarntat1vr, 

Guo.dala jo.ra Januar ,. 31 rcr Lol Anadtl o 

CPIV-'l!iC 
( *) apparmt om1n1on 
Trnnacittrd t o Navy at 3:47 a . m., Srd 

.. 

OAPlEI.! 

. Q 
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190 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATt: 7o'brl:lu7 2, 194<1 

TO Secrotar,r Korgonthau 

Nr. Cochran 

'l'ho foreign excball«e market vaa not Ter"7 actin to<lq, althoucb tho 
oterl l n& auotatlon aoTed in an erratic taohion. After openinc at 3.97, 
sttrlln& docllned t o 3.96-1/4 Juot batora noon, t hen otrencthenad on cam­
::oerclal 41:lal111 to a high ot 3·98-3/8 In tho aicl.-atternoon. It aoTIICl ott 
t~lll Just bef ore the clooe, an4 t ho final quotation -• 3.98. 

Salu of opot aterllnc 'b7 the tour reportinc banko t otaled '-226,000, 
! ron the folloviag eoureoo: 

!1 commercial coneerna • ••••••••••••••••••• •••• •••• ••• It 114.000 
Jbr foreign banka (l!!urope an4 South America) .......... 110 112,000 

Total ...... 110 226,000 

Purcbesea ot opot s t orlinc amounted t o 110328,000, ao indicated below: 

By commercial concern•• • • ••• •• •••• •• ••• •••••••• ••••• • a 273.000 
:&,. for eign banko (Far :loot a:o4 South .Amarlca) ........ 110 55, 000 

!ot al •• •••• It 328 • (X)() 

The tollowl nc r eporting banks sold cotton billa totallnc 11017,000, to 
the Brltl lh Contr ol on the baolo of the ott lelal r~te of 4.02- l/2: 

110 7,000 '117 tho ll&tional Cl t 7 !tmlt 
5.000 '117 the o...ra..ty 'fruot Co. 
5, 000 by t ho Chooa i&tional l!Nilc 

11017,000 total 

Tho other Important eurrenelea olooed ao tollovo: 

7reneh trano o 
Gu114ero 
Sviso franoa 
!olga a 
CanacUan dollaro 

. 0225-5/8 
.5309 
. 2242-1/2 
.1694 
12- 7/8 ~ dlocount 

!bo Federal Reaern llank of llew York boucbt 886,250 Svioa franco, 30,000 
Cl<lldor o M4 30 ,000 be~ t or account ot t he llank ot La\Tla, 

C 0 :-"·' F ~ D E ~1 1 1 A L 
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y0 told gold Ta].ued at $2,000,000 to t he Ceutral I &Dk of .Ar&entill& a114 
$ll5,ooo to the National Iaiiie of Belgium, to be added to their reepeetha 
eoreo.rke4 aecounta. 

!lit state Department forwarded to ua a cable otatlng t hl\t the Jenk of 
SvodtD vu maldD& two ohlpmenh of gold totallD& $6, 76o,OOO to the l'e4erlll 
Reo•rn :s811k of !lew York for account of the Jenk of Sweden, 'lfh1le the 
dl~ol tlon of these ohlpmento i o unknovn at the p re oont tlmo, in all 
probablllt7 the7 v111 be ear,....lced for account of the Sv e41 oh b&Dk upon arr!Tal, 

The u. s. J.aaq O!!iee a t liov Yor k receiTed t oda,y a th1p:oent of gold 
mutd a t $139,000 which had been eont1gned t o the llatloual CH7 lank:, Ktw York, 
by the :S&II.Clu• Federal•, lorn, Swi tzerl&D4, Ve han been ad need by the Jurec 
of tho Mint thet eppro:dmatol7 $81,700 of thla thipment oon o1ate4 of gold baro 
benrllltl a Ruulan ot811p. 

Tho Feder al BeoerTe Jenk: of liev York receiTed eabltt fro• the J,l,S, and 
t.ho :St.nk of SVede.n requeotlJl& it t o ~17 tor a l1ctntt to tranofer approx1-
""tol 7 16,000 oW.eeo of gold (about $560, 000) from J , l , S, Account #2 to the 
a.c:co1111t of the Jenk of Sweden at the l'ederal Beoern Jenk, J , l , S, AecoUIIt 12 
It &Old owed b7 that i11ttituUon. '1'he !reaau.ey grante4 pendodon to the 
Federal t o calce thlo tl'&DOfor • 

.1.1 thoush t hore VM 110 leSal hol1dq in Jombq toda,y aliA al thou&h the 
cocoodlty !lW'ket a in that center were open, t he Jombq oUTer market YM re­
~orted '" clooed. We were unable t o aeeerte.in the reaaon for thlo o1 tuet1on. 

'l'he London fixi ng pr lce t for epo t e.D4 forward oilnr, at 21-13/164 and 
21-3/44 rotpect1Te1y , thoved a ge.in of 1/164. '1'he 11. s. equ1Talentt vera 
38.971 olld 38.61; . 

. !!&nd7 and Har::aD1 t and the 1'roUU171 t p r lcet for fora l,r;n d l Ter voH 
W>ch&Dp! a t 34-JN all4 35/ reepect1Taly, 

Vt DAda elsht pu.rc b&tet of oUTer totaling 775,000 OUIIC .. under tho 
sn~er Purehl>te Act. Of thlo amount, 450,000 OWlC .. r epretente4 t alto fro• 
l nnntor, b7 two refining comp&lli .. and the reoalniD& 325,000 ouneu condotod 
of nov production from foreign countrieo , f or forward dtlhaey. 

CONFID E N TIAL 
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S.<n'•'&J7 ot state, 

WaahiJIC\OL 

292, Jo'bn&rT ), 3 p .a. 

lltU 

hrl.ta .._ . 

Date&,..~), 1,.., 
.... , 9 p . .. 

la aa .&dftoo 4e11nr..t ,.noN&T la 'lie tint 

pleu17 aoouac ot tile Jolrat or .A4TlooJ7 o-u ot tile 

Relclla'llaal< to ... 4 la acoord.aaoe v1 lll tile llelolla'baalt law 

of J'IM 15, 1939, hU: 4.-lt v1tll tile tl-lac of tile wr 

11114 v1tll torelp tnta u tile -.la pn'bl- v1tll 'lllllok 

~lla l!elolla'llaalt le - coatroat..t. !be -ra1ac p re .. 

pv.lllllheo tlllat 1o appareat17 oa1T a_,. of h*'• 
lpleoh la lllllloll lie -.14 prnlou17 la Ill• n--
Sal•'llvc ..tAN•••• repon..t 1a., te1acr- 1721, 

Oc~o'ber 15. 1 P•••l 12, J_.,. 2, ~ P•••: 11114 )1, 

l llllU&rJ 6, 9 •••• 

war ts-tac lo aot ........... t&l7 pn'b1• hU: 

otot..t u a pnll1• ot aAequ&o IIIIPPlloo of poto. !M 

••ooatlal ta.olt h to .Uoot a ell1ft 1a p"*-tloa hea 

oh1llaa 'o alllbl7 ro~aoah -.,. raUoat.c oo-r 

COo4o 11114 raw atorlalo l17 r..thtrllnlUea ot la)er on4lto 

11114 -.pltat ut-.,. 4lnct17 pHilllUlac till prea..u. 
ot Cft\ala COOU• !M pU'Meolac ,_- Mt hoe ..,. tlloM 

notrloUou .. , '- 8HIIetie.l17 uoo~e& ter tile 

tt.Mlac 
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fiMMliiC of tM •• Jak •nrW '-' tale pnlola -• 

M 1olnl. •nl7 liT .,plJbc ...... of tbe•etel 

Wohaltu• lYe ntue " fluace wr loT,.,.., UpnelaUea . 

of nrraq -hUac 1a prtoe ut ,... t•r-lJIC er loT 

-ealet nn&OT l...,r1 .. eUoa 1a tM te ... at onl.lt 

apeuloe aot toll..,... loT p.-.l.lel .__, la uttoael. 

proaoUn v-. 
Ie 0. v Ule ti'M4 parollulJIC poww 11 loelJIC 

'&tllhet 1a tM letered at wr t'ee•o1 JIC loT- of 

\all .... of la'f'iJIC hell: ......... • , .... .... of ... 

fl-lJIC ooDiht• te pr11entec tM ell111tT et J"Ple to 

.,,.. le ept te of .... ebrp tDO:"e .. e 1e tuattea. 

Ie repr4 to Ul• foretca tr,... po1Uloe J'uk peteW 

..at that at pr.ent P9tiiwlwre le ..,.... pretii'P- b 

cine to ro •terlel• 'll.iore _a.U 1114 l.e't'ieea, ._ loll\ - -
1
UTtl .. J'uk etatet 11 - .... ~deb ~UT WI'' 'lp of 

a.r- I.Mu\17. .. teehtet , ... , \ hh ..,_ ...... 

.. t be uet ~t lMU tor Ule u .. 'llllac " 4ofMt tile 

~ lla.t ofw a notertne war J'uk pnp!leet ... lw 'It'~ I 

~ ('CI&lltl prol.u" wtU •nr• tile peeUtea of 110.-• 

1114utrT lathe w.:rll. u4 ,.,,....... tM wltan at tM 

0.,., peeple, 

• • 
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STRICTLY CONFIDENT! ' 1 

194 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

"" Tl! :robn>&%7 3, 19llo 

To Socretar.r Morce~>lb.n 

••oM Mr. Cocbren 

.U 4 o ' clock :r'elhrd.o.T af'temoon 0-u.er 'l'bOIIpiOD pTe llO a Cop)' Ot 
tho .. .,.,rN>dUII dated :rebn>&%7 2 which he Vl\1 oubodtU~~t; h .loehtaDt SeoN­
tar.r G~oton in r egard to the 1D•oetiptioD which ho had .ado at Wev York ot 
ohipunh to Vladhoetolt na X...Saaillo. Cepta110 PDloltOIO ..... with ..... wbiiO 
Co<ftJIIIor 'lhoolpoon eD4 I diiC'ILIIed the report. 

!10 8CJ'IIIIIIlt with thea 1 tol~ l(r, Ya.nea 1D t he Depar\HDt ot 
St ate a.nd .-hed the tint pace ot the -riiJid•, to the ettoct thet 
rroUW7 &ceiOh had lll.neUpted eD4 to11114 ,. nolaUoD ot oar I'ICQlaUou 
at Uev York; but that a third i 101p1ctor had beo10 aallo>ed t o the tuk 
&IroN!¥ ont ..... ted to ho lll.apectore ot aepi-c • -tch on and OftiO open1-c 
pa~eo couUtut ine the •hi:s-<mh 1D ~eUoa. I told Mr. Yarre10 ve 
vould let him lalov 1t ve lllll'lled 11J17thiiiC flu-thor, -.14 hoped t hat the State 
~mont vould contiBUe to adneo ue ot iiO!or.atioD receiTed troa Mexico. 

Commander 'l'bOmpiOll netted •• aplD thie DOl'Di"C and dieoueed with 
""' l:r. OoloDer, who """ the eubJect ot 'Iff MIDOrandUII ot :rebra.a17 1. I thoD 
telephoned Mr. VarroD etaU~~t; 1t ,.., our op1DioD that Mr. OeleDOr lll.c" 
proparl;r be iDneUpted iD OOIUIIOtion with tho :redol'Dl llure• ot lJn'oeU­
eaUon lnqui1'7 w!ll.ch ._. ineUtuted 10M tl.ae -co •• a reeult ot t he 
ocUTitlu ot tho Oel'llDD Aabaalador 110 thh ctt:r. .t.t C-der 'l'bollpeon 'e 
suueatloD, I aadl t he po110t thet OeliUr epparentl)' """ - 01Dll'l&htered 
acent• IIJid CODIIquntl)' be looked into b7 tho ~aiDt ot State alll1 the 
1e4tl'll Juroau ot Innet1pti010 010 thil po '"" I lo14 Mr. 1l'anwll tl>G the 
!'rtaiiii'J Dopartaut ,... aot lll.neUpU-c Oolaaer. llr· YDI'I'IIl t~ppreciued 
wr c&IU at: hia, alll1 •14 that he woul4 teb 11p with hie tri-.ie i10 the 
iltpartaont ot State eD4 the :rectel'Dl :a.u-.... ot InnoUpUOIO tile queUoa u 
to l~Mt ehoul4 be 4one 1D the preadeoo • 

.lt 11130 thh acml~~t; 'Iff trtOJid, Balll.eh Mitchell, who h oa tile etaU 
ot !!r. l'llrvh, - lll. t o preeo..t Mr. C. 'r. Je.llaDtJDO, who hao be& cho1e10 
to oucceed Mr. G. Millor ll1de u Secreta~')' Oeur Dl ot tile .lllt;lo-heoh 
Pv.rchaatac :Boar4 110 YDihiJIC\oiO, Mr. llld• han"' 'becoae ill. llr. JallDDt:rae 
opolochtd i D behalt ot Mr. hn!o tor 100\ ban-e cotton a MU&cl to ue 
betore th1o tiae ln raprd to tho aYD1labilit7 ot a !ritilher to look into 
tbe tranubipaent qu11t1010 at MIIJI&Dil1llo. BallDDtJDO uMerotalldo that • 
ropl.;y Vill prohabl)' be pnn Dext w lk to tho otrect t hat there 11 •-ou 
In the :BrlUih Oo~>ooulato at CM••'"'•Jara who caald hD ueed. I eug~eted t o 
B&llu t:rao that 110 luti'IICUOU bo ct•., raoh liD offioor to proooo4 t o 
VJ~AUDillo withDilt ohoeHac tint with u, liACo w aow han a nco Coa.IUl 
ot ov ovn t~rart17 at Me-•eaillo to conr Dhippiac 11n'eeUpUou. 
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STRICTlY CONFIDENTIAl 
TREASURY DEPARTMENT 195 

INTI:It OI"'"'CE COMMUNICA'TlON 

DATa J'e~ J, 19110 

...... Kr. ()ooJua 

Wild the Seonki'T eallecl q effloe a\ 5•115 pet._ -s.c. I kU 
hla \hal Kr. Pluoa\ lla4 ~ ..rller 1a Qe 4llf' \a etak U.\ ICr. IUt_. • 
""' ... ~ t o .a a repon to tale leonkl7 .-1 wall. M elM k eal1 ... 
t1rot of tbe wek lf Wa aJctat 'M aeanat•t tor tile leorekr7. Ia _.._ 
uc• vUb tbe 8eorat&l71• lutneu- I llaft latonecl JCr, Ptuen tW U. 
S.oretarr viU reoolft ICr. Mtfort at 3130 P••• • tueclq, :r.~ 6.. 

Ia te"r111C villa ... leonMr7 'IIF klepa... 1 ..tl-.4 tale report 1a 
till proto 1a fWtiU'l to ov aU..,_ zoec-n fll Qe llrtUela k pall for u.tr 
JIU"'baou 1a W• oo a\J7.wi\la tile puua. of eal•• o.f uU. -su .. 
rather U•aa plcl. !be a.orMa17 ~ rt n tW ICr. le a~ We 
.-r t o tbe leore\&17 ..rUn 1a tiM welt aa4 tW 1 toU Jlr, .... 1 a, ..._ 
Ill - \o ., ettloe after -sac tile ,...,....,., U.t We - 111ft a CIOI'ftft 

otat-at. Ye ban W '" er *" ref-• to repone of tll1a ""• Mkr 
troa Loll4oa, a4 oM llu •- 1a tllla ...t.ac. 1a llattlaen oa'lllecr- fl~. 
from vll1oll I qaot• the toUov1ac ~· 

1!bh •ratac'• A8llal .,CMICI(IJJI oarrloa .. .a..rt- ua-
patoll \bat .,be -· *~• .... oinoaldecl a\ Waela1 ..... 
eoeor4111C t o wiUell U. vat•.& '""" !reuu7 &lb4 Dreat llrtt&la 
t o .a u -a ot lh Y'f'l 'I ... to tiM vat•.& "-'•• u ~ 
a1'ble ~ tbe eal• fit llrlU* toUar 111ft•'-'• Ntller ,._ 'llrnclo- 1111,...,. et •u ._.an..._ ..n..t.• !be 
enlolo thea .a. 'lldfll ret- k u.. ......- :r.&ora1 .._r... 
'bullotta '7 tiM uauecl ,,., .. ao•= • • cou. o tlllc 
e41larla11T tllU ,.._..,. •tile _.lea fit_. .a..rt- oorrea­
polldeat oloarlT a11ew U.t tt tu vattecl ftua• te •• o••llmac, 
u ._r W. u, ratulllc to aocept torat.ca ,.,.. ... la colA. U. 
latlu of tile pUow M\&1 anenlleloea le woft71ac tbe jMrl-
114alahtraUoa. 

!llere aht tar 1\ alMa' ... - ..,.-1- u tor u - 1a 

tile l'8ftrM -· .. k a,Mit - U. -• ua fll *Sell ~ 1a 
tu .,. '" ., u. _ ....,.. u - _, '"'' .. awreprl&k 
r._q, !lad Jeu •1 UbwlM \a-1-- pre• IE .. 

to tho effect \laat tale pe.& b • ltal-..1 villa ra.,.ot k ... 
toller. 'It h ea17' ot _ .. a ~nl• at ......... *lela w laaft 
-u .... ,.... -s .. t. '-' t~~ere 1a • .._.. t~>U • cu•U• 
of ralaUallalp at U. f'rua '' '..S.llar b 1111 at tllh--' 
aa4 aot 'DfenoralllT tor 1..._ .-1 Part a. • • 
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J.\ 12- ~Ill'· l'iu.U let • bw u.a• Ill'. lUre~ wUl 
arrl '" 1a ... 1-c'OD oa llaiDUr aneruoa. It ,. uetre h ._ 
\be JaJO IIJIPOla\..U eoh'"'nl-' tor '-...,.• ,. elMral& let Ill'. Ptua• 
lr:IIOV· 

!96 
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GRAY 

Par ill 

DatEd Frbruary 3, 19i0 

Rco 1 d 10:25 a , m. 

3ccrttary of Stat£ , 

Washington, 

167, Ftbruary 3 , noon, 

FOR TREASURY DEPA3T:..'t:!!T PRa.~ LIATT&'NS, 

Th£ Paris Municipal Counci l last night votEd to 

::-ccommcnd that thE Govr r nmtnt insti tute ration cards 

for sugar , coffEE, macaroni, ct cetcra, EdiblE oils 

and soap in tb~ d~rtmcnts of Stint , Stine ct Cis£ 

and Stine et llarnc , as a. mrasur£ to "equalizE sacrificc s" 

and to offs et thc hoardtng of such products which is 

dcveloping, 

Thc tExts of thE loan and cr Edit a grecmtnts con­

cludEd on Octobcr 19 , 1939, and Ja nuary 8 , 1940 , bEtWEEn 

thE French, British and Turkiah Gov er nmtnts werE pub­

lis~.cd i n t oda y's Journal OfficiEl , (I prcsumc you blv£ 

t~esE t r x ts or thcir princ ipal provisions from London) • .... 
ThE prns reports tl'!at American war vrtrrruli\ who . ., 

SErVEd in Franc£ or on thc high uas in ·th£ WorM: War . 
• I 

may obtain cxrmption from th£ spcoial 15~ tax o;·sa.lariu 

of lll£n of milita ry a gc w!lo arc not mobilizEd (tcM graJa i ... 
No , 49 , January 10, 6 !l • m. ) . 

BULLl'l'T 

... ..... 
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198 
TREASURY DEPARTMENT 

INTER O FFICE COMMUNICATION 

DATa J'eWur7 J, l,ato 

'jl()" Mr. Ooolu'u CONFIDENTIAL 
!be tor o1p .xo~ arbt wu ezv-17 ••11, lterlillc opeae4 at 

J-97~1/2 ea4 ol.-et at J. 9~1/2. 

Seloo ot epot e\erllec bT tile ttiOZ r..,orUJIC '11Gb totalo4 Wli,OOO, 
froo t ho tollowl.-c 0011l'CMO I 

B.y ~c1,a1 co.cera.•• • •••• • ••••••••••• •• •• • •••··· •• 
~ t or•tCD b..ta ( SoQtb '--rtc&) • •••••••••• ••••••••• 

!~~tal, 

PucllaiH ot epot oterl 1Dc MIDUDte4 to lo2l,OOO, .. laUoaWA belGw J 

Jr co ... ro1a1 coBOerDa ••••• ••••••••••••• •••••••••••• • ~ 21,000 
IT t ozelp buD ••••• • • ••••••••••••••••••••••••••••••. __,,..,..-o-;;.,.. 

total .. &. 21,000 

!be tollov1-c reportlec 'bal<e 1014 oottoa blllo totalliiC 1.17,000 to \ho 
!rlthh Control oa t ba baolo ot tba ottlolal rato ot '14,02,.1/2. 

lo 62,000 b7 tile •aUoaal ClV llak 
15 ,'Ill» b7 tba lieU: ot MaabaU• 

.-~= by lllo Guai'U\7 fl"&a\ Co, 
total 

!be olbor i..,ortut Clll'l'-1 .. olCMe4 ao t ou-t 

:rroac~a rr....,. 
Ga1.14ero 
lhrioo tro.aoo 
llelcu 
C·ee4'e• 4olllll"8 

Vo oo14 p14 Tal'Uil at $2,000,000 to tile C..ual lla* ot ~ to bo 
144t<l to 1 h oar wket aoOOIUlt, 

!be le4oral lleeer...o Balik ot ..., York illtor-.4 uo ot tllo tollov111C olllp .. tl 
of &!>141 

* ~.026,000 t- .....,. , oll1ppo4 'b7 tllo h* tJf .,.,. to t'bo J'oUI'al lleoar •• 
Ja.k tJf ... Tol'k, to w -w' 1 tor t'bo aoMUl of lloo k\lo-.1 
..... tJf 1' k. 
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1 680 000 fl'oa llw1\lerlall4, ahlppe4 by \lie J,t,s. to tile Je4.ral KM..-n Salt 

' ' or lev fork \o ba •ar-lta4 tor acoount of tile J, I , 8, 

1123,000 fl'oa In4ia ahlppa4 b7 t.1le latioaal CU7 Jut, Joaq, to tile .&aerlcu 

!rut Co..,.ar, Sa J'r....,laoo, tor aalo \o t.1le 17, 8 , Kat, 

9J..,.6""', 52.-=-9 ,""'000~ To \al 

!be Sta\e Depart.allt torvarde4 to "- a cel>la ata\lJIC tllat the tollowiDC 

eh!p,...to of &Dl4 -a ba ...S.. trca .Au.atralia: 

$ 4,1}1,000 ab1ppa4 by tba eo ... nweal"' :Bull: or .Auatralia to \be Je4eral h iii"N 

Salt ot lev fork, 
1~,000 ab1ppa4 b7 t.11e llult ot lev South Walaa t o the AMrlcaD !rut Co111p11117, 

Su J'ruolaco • 
.. $.,4...,, 2:ll85","ooo;;;; ~otal 

!olh ot tbeeo ablp.aata will be ao14 t o the 17, S, Klat at Su J'ruclaoo, 

1'be re4aral l!eaone Jult of lfav fork reoa1Te4 oableo troa the :J,I,S, aliA 

1111 liotber1all4o Jaz>lt u quaoUJIC 1i \o arppll' tor lloell .. \o trallltor ~pproz1•tol7 

16,000 oiUICto of co14 (alloat $56o,OOO) troa J,t,s, .lcc"""t le \o t.11e .,OO'IIllt ot 

the lotber1all4o Jaalc at tbe Ja4oral Kooii"N Jult. J ,I,S, .A.ooout le 1a co14 

OVIII4 b7 t hat lao t1 tuUoll. !'be !rouurr crallte4 ponloolon \o the Ja4oral to 

IIOb th!o tr&lllfor, 

b a report troa t.1le Federal boel'Ttl J&llk ot low fork abovlJIC 44IJ)Odh 

!or accout of Aala ao reporta4 by tbe llev fork -.pD.Cloo ot J~e .. balllta OIL 

J_, 31, ouch 4epoolto \otal.M $37 ,56o,OOO, all illoroaoo of fli25,000 aiD.Co 

the laot report OIL J~ 2~. ot tbh _,..,, $27,520,000 ropreoeteddopoolto 

with tho Yoll:o~ Specie B&!Lit b7 their bruobeo ill Cblaa. '!be onriral't oa the 

boolao of the Yolmlwla llpecie J&!Lit ill lrev fork tor aocO'IUlt of Ho bea4 office ha 

J~~pa~~ vao $78,153,000, ., illCroaoe of $5,6~,000 ailloo J-.q 2~. 
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February 3, 1940 

Mr. Daniel C. Roper has addressed twelve 
letters and one telegram to the French Purchasing 
coaaission or to Mr . Bloch-La1ne, and ten letters 
to Mr . Arthur B. Purvis , of which the enclosed copy 
aarked "A" is a t ypical example, recommending s~ppliers 
or manufacturers of materials which might be desired 
for purchase by the French or British Purchasing 
Commissions . Such correspondence extended over a 
period from December 9, 1939 to January 29, 1940. 
Non-commital replies were made to Mr. Roper's first 
letters, and no replies were sent after December 16, 
19)9 . 

Letters of similar c.haracter were a.lso sent 
by llr . Roper to Sir Qwen Chalkley, and to Mr. Garreau­
Dombasle, French Commercial Attache, dur1ng November 
and J)ecember 1939. 

The total recommended manufacturers or 
suppliers amounted to tVIenty-two, according to a list 
thereof enclosed with Mr . Roper ' s letter of January 29, 
1940, to Mr. Arthur B. Purvis and copy of which is 
attached hereto, marked •Bn . Neither the British 
nor the French Purchasing Commission has had dealings 
with any aanufacturer or supplier so recommended, 
except 1n the case of one transaction which was neg­
otiated by the French Commission before the above 
mentioned correspondence began. 

On January 6 , 1940, Kr. Roper wrote to llr . Bloch­
Laine, introduc1ng a Kr. Herbert Houston who in turn 
advised Mr. Bloch-Laine by letter dated January 9 , 1940, 
that he and !lr. Roper had developed a plan which they 
believed would be of far reaching service to the French 
and English, relating to placing the Commission 1n touch 
with important manufacturers 1n this country. 

In a letter from Kr. Herbert Houston dated 
November 8, 1939, he states, •I have become associated 
with the Bon. Daniel Roper etc. etc. end with Mr. Kelvin 
Hildreth, an able member of the Washington Bar . We are 
representing some important manufacturers who are 1n a 
position to go into production immediately etc . etc." 
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In his letter to Yr. Arthur B. Purvis of January 
29, 1940, Mr . Roper indicates that he is acting as 
•adviSory Counsel" for the twenty-two firms he has r ecom­
mended. In the same l ett er he says, 11 I am still being 
approached by reputable concerns who seek my advice in 
e~aking submissions to you", and adds , that he will not 
cake any further recommendations unl~ss advised that 
•further submissions of carefully investigated sources 
will be of service to you ( Yr. Purvis)• . 

I 
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DANIEL C. ROPER 

Tower Building 

Washington 

Honourable Arthur B. Purvis 
Dir ector Gener a l of Purchases 
British Purchasing Commissi on 
25 Broadway 
!lew York Ci t y 

Dear Sir • 
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December 9 , 19)9 

I am attaching a reques t from Frederick Stearns 
& Company, manufacturing pharmacists of Detroit, Michigan, 
U.S.A., f or considera tion as a source of supply of pnarmace·u~.1c1o~ 
preparations. 

This is one of the best known and most reputable 
pharmaceutical companies in the United States. The company has 
a large export business in all parts of the worl d and i s equipp­
ed to suppl y any of t he articles lis ted in its catalog in any 
quanti ty r equired . Its financial responsibility is of the 
highes t and it has an established reputation with respect to 
the performance of its contrac t s . 

I commend this company t o your consideration when 
t he ques t ion of purchasing pharmaceuti cal s comes before you. 

Very truly yours, 

(Signed) 

Daniel c. Roper 

dcr / v 

Inc . 
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DAHIEL C. ROPER 

Tower Building 

Washingto.n 

Honourable Arthur B. Purvis 1 Chairman 
British Purchasing Commission 
15 Broad Street 
New York City 

Dear !.lr . Purvis 1 
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J anuary 29, 1940 

During the past three months , doubtless because 
of my former position as Secretary of Commerce, there have 
come to me a number of outstanding American manufacturers and 
producers , on behalf of a carefUlly selected group of whom I 
have forwarded submissions to you in which these firms asked 
that they be listed as sources of supply in their respective 
fields . Your courteous acknowledgments of their tenders have 
been apprecia ted. 

In each case, as advisory counsel for these firms, 
I have satisfied myself by careful investigation of their 
reputation and standing and their ability to carry out any 
contract into which they may enter. 

I am forwarding herewith similar letters from the 
following companies 1 

Wilton Woolen Company, Wilton, Maine - blankets 
The Frederick City Packing Company, Frederick, Maryland -

canned foods 
Skinner and Eddy Corporation, Seattle, Washington - canned 

salmon 
Badger Milk Products Company, Milwaukee, Wisconsin -

evaporated milk 
The Axton-Fisher Tobacco Company, Louisville, Kentucky -

cigarettes 
Williams Drilling Syndicate, Boston, Massachusetts -

crude oil 
J. Sklar Uanufacturing Company, ~rooklyn, New York- surgical 

instruments 
Filice and Perrelle Canning Company, Inc., Richmond, California 

. canned fruits 

The E. L. Patch Company, Boston, Massachusetts - ointment 
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llonoW'& ble Arthur B. Purvis 
January 29, 1940 
page Two 
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I have impressed upon each of the firms whose 
tender s I have forwarded to you that they must be prepared 
to ~oet open competition with respect to price and queli ty 
of goods . In the case of those companies who regularly sell 
to the United States Government, it is distinctly understood 
that pr ices quoted your commission must not exceed the lowest 
pr ice curr ently made to their own government. 

In the submission of these tenders it has been 
1/l;f earnest endeavor to facilitate in some measure your very 
dif ficult task. A list of all companies whose letters I have 
forwarded to you is attached. 

I am still being approached by reputable concerns 
•bo seek my advice in making submissions to you, but as I feel 
that I have r a ther broadly covered the field of essential non­
cili tary items , I shall make no further recommendations unless 
you advise that my further submissions of carefully investigated 
sources will be of service to you. 

Very sincerely yours, 

(Signed) 

Daniel C. Roper 
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January 29, 1940 

The Axt on-Fisher Tobacco Company, Louisville, Kentucky -
cigarettes 

Badger Milk Products Company, Milwaukee, Wisconsin -

206 

· evaporated milk 
Davis & Oeck, Brooklyn, New York - Sterile Sutures & Ligatures 

Davol Rubber Company, Providence, Rhode Island - rubber 
specialties 

Filice & Perrella Canning Company, Inc . , Richmond, California -
canned fruits 

The Fr ederick City Packing Company, Frederick, Maryland -
canned food.s 

Great Vlestern Shoe Company, ll.ilwaukee, WiSconsin - shoes 

Hodgman Rubber Company, Framingham, Massachusetts - rubber 
specialties 

The Hug Company, Highland, Illinois - trucks 

H. Kramer & Company, Chicago, Illinois - ingots 

The Lederle Laboratories, New York City - biologicals 

llet ropolitan Business Service, Brooklyn, Hew York - blankets 

Wilton Woolen Company, Wilton, Kaine - blankets 

The E. L. Patch Company, Boston, Massachusetts - ointll8nt 

The Ohio Chemical and Manufacturing Company, Cleveland, Ohio -
anesthetic gases and equip~ent 

Rose Packing Company, Chicago, Illinois - frozen beef, lard ' 
& packing house products 

Schwarzenbach Huber Company, !few York City - parachute silk 

Skinner and Eddy Corporation, Seattle , Washington - canned salmon 

J. Sklar Manufacturing Company, Brooklyn, Hew York - surgical 
inst ruments 

Frederick Stearns & Company, Detroit, 11.1ch1gan - pharmaceuticals 

Wail Brothers, New York City - cotton 

W1lliaas Drilling Syndicate, Boston, Massachusetts - crude oil 
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TREASURY DEPARTMENT 

INTIR..OI"I'ICII CONNUNICATION 

DAn J'ebruart 5, 19llo 

seoretarJ Morgenthau 

- llr. Wh1 te 

SUbJect: Etteot ot .Ul1e4 Purob&aea ot 11 b1111on ot Mrpl.anea 
on the -'-rioan loono111 

I. !!_o• will England and rranoe P!l t or the planut 

I t England and rranoa bUJ 11 billion ot airplanea in the 
ted Statu during 19llo, theJ w111 han an unfavorable balanoe 

ot pa;J~~entt with all countriea requiring foreign exchange 
11tUe•nte ot li to 2 b1111on dollara. 

fo .. et thie outpaJMnt theJ will have 1800 a1llion ot 
newlJ a1ned gold and theJ Will be forced to dip into their 
foreign exchange reaervea to the extent ot 1700 to 11,200 a1llion 
during 1940. 

( (See appendix t or baeia of our estimate of their balance 
~t paJ~~tnt• tor 191!o.) 

reaervea 

In cur aeaorandwa ot Novellber 12, 1939, we indicated that 
Ule7 he4 tl~ to $15 billion ot foreign exchange aasete, ot 
• l!lch alllcet halt could be liquidated within a Jear with eaae. 
!be rem&in1ng halt could be liquidated in the enauing few Jeara, 
it the eituation were deaperate enough to require euoh aacri- · 
tloe. However, it illl.lst be e111phaaiud that although England and 
rrance could raiae the above awa 1n torc1gn exchange during the 
next tew Jeare, to do eo would c onstitute a tart 1t1o blow to 
the eoonoaio etatua of the Eap1rea. 

!beJ now have rougblf: (a) 16i billion of gold; (b) $1 bil­
l(io1n ot dollar balanou; (c) 11 billion ot United statu aeourit1ea; 
4 tl billion ot direct inveatHnta 1n the United 8tatuL(e) in­
YII~IIta 1n neutral oountrie 1 which could net at lea at t<: billion; 
~~· ( t ) t2 billion ot invut~nte 1n Eap1re oountriea that the 

0 ted Statee would be intereated 1n purohaa1ng. !beee are 
••

1
t1aate4 at their liquidation value and not at their current 

••· ue. 
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D1Y1eion ot Monetarr 

Research 

It would be aoet daeirable troa our Y1ewpo1nt that the 
Brlt1al1 and French rain the eue needed to par tor their 
unfavorable balance ot paraente with the United St at .. 'br the 
aale or Aaerican 18cur1t1... Their untaYora'ble 'balance ot 
pa,aente rl th ue rlll be the 'bullt ot t heir unruora'ble 'balance 
rltb all countries, and thue ~ aaount to aore than $1 'bUlion. 
Rowenr, t be Seour1t1ee and Exchange Oo.a118ion baa 1Atoraed 
ua tbet H h their opinion that onlr $300 a1111on to $500 
aillion or rore1gn held IIOur1t1ee can be aatelr a'beor'bed 'bJ 
our q rltete in 194o. 

III. !hat errecte will the expend1turte bait on the Aaer1oan 
eoonomx1 

(a) The puroh .. e or $1 'b1111on or planet and aooeeeor1ee 
ln the United Statea 1n the rear 194o rlll reeult 1n at leaat 
a doubUng or the oapao1t r or the a1rpl.ane and auxU1arr 
lnduatri ee wb1cb wU l raiet the leYel or bue1neee aotiY1tr 
throughout the United Stat ... 

The ettectiveneaa ot thttt trpen41ture t on the abeorption 
ot the nation 's unemplored ie not liltelr t o 'be aa great aa an 
expenditure ot equiYalent tuae on produote ot other 1nduetriee. 
The buaineae ia concentrated in a relatiYelr taall group ot 
bueineaa concerns and the proportion ot the total expenditure• 
which will go to coYer depreciation and protite it auoh higher 
than ia the oaae in expenditure• tor other ooaaod1t1ea. In 
addi tion, the nuaber ot worlttrt aaplored 1n the oonatruot i on ot 
airplanes 1a tmall per doll ar ot expenditure beoaute t h e 
•orltere are b1gblJ paid and becauae each worker it putting in 
long houra ot work due to a t hortage ot eltUled worltert. 

(b) The pr ogru ot war purob&l8e 1n tht United Statea will 
have adverse etteott on t hit oountrr, prinoipall J through the 
dleturbing ett eote on agriculture. England a nd rranct will 
reduce their purohaeee or tobacco (wb1oh aaounttd t o $110 ail­
lion ln 193S), truitt ( wh1oh aaounhd to $35 ailllon 1n 193S), 
and • eat produota (whioh aaounted to $4o a1111on 1n 193S). 1'ht 
lou or tb1a outlet t or our agricultural produote h to be 
added to the loee ot the Ge~ ll&l'lttt and 1t 1t unl1ltelr that 
new t ortlgn outlete will 'be t ound 4».r1llc tha rear 1~ t o ra­
aove the eurpluaee and prtYtDt 8barp reibaot1ont 111 doa,.tio 
prieta or 1aportant aarioulWral produote. 

(o) The continued intlow ot gold into the United Stat,. 
:~1 inoreaae publ ic or1tioi ea ot our gold polior and 1nteneitJ 

e PUbUo teare ae to the tuturt ot gold. - • 
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D1T1a1on ot KoDatar;r 
Reau.rol!. 

! he Br1 Uah aad rranol!. Will be oal1a4 upon to .. u their 
ne•lr 111ned gold ot 1800 aU.l1on &114 perl!.ape ae noll aa 1800 
a1111on ot tl!.a1r gol4 atooka. Ill •«U1on, ••• neutral oOW1-
tr1et ot !Urope wlll be toroe4 to aell 111 col4 to aeet an 1111-

taYorable balanoe ot pa~enh ar1a1, 011t ot tba war. 81lloa we 
will buy our doa .. uo pro411o111on at 175 a1111on and the 011rrent 
t~roduotion ot South Aaar1oa and Ada, we -:r cat at noh •• 
f2t billion ot gold nan :rear. 

(d) 1x0111 rllai'T .. wlll be 111orea .. d b;r 0111' gold plll'­
olulatl. lxotll r .. ai'Taa are now 15 b1111on an4 wlll probabl:r 
aaount t o aoae 17 'b1111on b:r the an4 ot 19-'10. 'ftl1t wlll in­
ore••• •be need tor a441t1oaal powera ot oontrol oTar reaerTaa 
1n the e'ftnt a booa geta a11arte4. U will aaauradl;r &1'0\laa or1 .. 
ot the 4allger ot 1lltl aUon aTen tl!.oacll tl!.a aohal 1atluenot ot 
tbe additional reaerTaa 111 'br1ac111C ab011t 111tlaUon w1ll be 
negl igible. 

( • ) !he 41aadTantagea ot tile t:r:pen4Uurt ot a billion 4ol­
lar t on airplan .. 111 the :rear 19-'10 wUl 00111 1D later :rear• when 
t be purobaell art d1aoonUn11K. .U that Uaa n wUl baTt an 
oYer-expanded 1nduatr:r wh1ob Will neoeaa111ate tilt 41aeaplo;raent 
ot a l arge nuaber ot 1!.1ghl:r ak.U.la4 worlr.ere. !l!.trt wlll alto 
be a ourtallaent ot oonetruot1on e:r:pen41turea when the 1n41latr:r 
11 bu1lt up t o 1h -x1a- alae, with ooneequent adTtrll e.tteota 
on the l t'ftl ot bua1nea• aot1T1t:r 11Dlaaa a aouroe tor new 
oonttruotion aot1T1t:r appeara when the airplane illduatr:r oeaaea 
t o txpand. 

IV. 8eOO!!en4at1oRal 

Suob ad'ferll atteota aa the plll'ollaat ot a billion 4ol1ara 
ot airplan11 b:r tilt Alllla 111 tba :rear 19-'10 wlll l!.an, aa:r 'be 
aet 1n part bJ the tollowiq a11g .. Uon11 . 

(a ) A apeo1al COTer-eat PJ'OII'&II to abaor'b agr1011ltlll'al 
t urplutl! ot t o'baooo, t1'111ta an4 hOC prodlloh wb1ob ~d baTt 
been t old t o the belligerent oOURtr1 .. 111 peaot t111e. 

(b) lD'fiiUgate tile po .. 1bUU1 .. ot ad41DC lOIII tora ot 
J\1lai11t1 we to tilt a:rat• ot IID~lo:raent ooapea.auoa to 
ttao111hte the proo .. , ot 41a.-plo;raent tor the worlr.era when 
he airpl ane and auUlar:r 1aCblatr1 .. btCill to oontraot 1R 

l ater :reara. !be ooapan1ta are now aoo...tat1ng reati'Ttl tor 
:epreo1ation ot aqulpaent, an4 ~''''"'' tor tile worker• a1ght 
ie 1b00IIIIulate4 on tile aa .. pr111o1pla. (A .. parate aeaorandlla 

1 eing prepared wblol!. wUl elaborate t1!.11 propoaal.) 
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D1•1a1oD of Koaotar:r 
R .. earoll 

Ia eet1Mhd tbat t he BrU1ah aad rreoh Dap1r .. .Ul ba•• 
an 11ntaTorablt b&luoa of p&JIIIDta wUh tora1CD OCIUJltr1 .. of 
t 500 t o t l , OOO a1111oa 111 19110 -- axolua1n of their pUrobaa .. 
ot a1rplann 1n the UD1tad Stat ... 

our uuaata of the b&laaoa of p&JIIODh of the BrUhh aad 
rrenoh Dtp1r .. 1a ba .. d upoa the tol1ow1JIC taotora wh1oll are 
alread:r • Pt>•rent 111 the tor•1CD n:ohaqe aoooua1oa of the 
s.p1ru: (a) there Will bo a aharp roduoUoa of aon-aUUar:r 
mortl fro& toreip OOUDtr1 .. ; (b) 1ohl1r axporta to foroiCD 
ooUntr1ee wUl aot be rodaood below tho 1938 le•ela, but 
aotllall:r u:r be higher; (o ) their Dlt 1aoaao 011 ae~1oe aoooUDt 
wlll aot be radlloaa. bT aore than 1200 alll1o11 troa the 1938 
1nooee, 

!be United fiD&daa re41loed 1h laporte of ao-aUUar:r oo­
:ao41t1u troa the Oalhd 8tatea bT 20 perooa1o darliiC tho 
aonth1 of NoTeaber aad Doooabor, 1939, oaaparod With the aaao 
period or 1938· It thh e ... pero&Dtaca 11 a pplied to th.a 1&­
porh or the Br1t1ah aad rroaoh Dap1roe troa all t oraiCD ooUD­
tr1ee 1t would aaouat to a radaot1on of 1aporta b:r aoro thall 
$1 b1111on. ! b1a .Ul be otteet 1n part b:r an 1aoreaee 1D a11-
1tar:r purobaee• other than a1rplanoe but there 1a no 1n41oet1oa 
at preeent tbat the aaouate of euoh purohaeea w111 be ae 1ar&• 
aa the deol1ne 1n non-a1111oarT purohaeaa. 

!ht oouree of exporta oaanot :rot be approx1aated e1noe the 
Br1t1th prograa t or the expu~1on of oxporh baa aot :ret been 
elaborated, Bowe•or, .2!!£ 1aporte troa United 1:111Cd011 were 8 
percent higher 111 the f1rat three aoathe of war oaapared w1th 
the eue period of 1938, 1D41oaUac that Br1t1ah axporh to 
tore1gn nohana• aroaa were at lout bellla aa1ata1Ded darliiC 
the reoent aontha, United Statoe laporte troa rranoe, how•ar, 
•ere 20 peroant l e u than a :rear qo during the t1rat thr11 
aonthe or war, but lo•oaber laporte ware h1Chor than a :rear ago, 

!be1r unta•orable balaaoo of trade, 1t 11 eet1aated, Will 
be troa t l , ;oo to 12 ,000 alll1oa (ooapared w1th 12,000 aU11oD 
1n 19)8)~ ott11t b:r aet 1Doaao Oil ee~1oo aooount of 11,000 
a1111on ooaparad wUh 11,200 111 1938) . !o th11 nat uount ot 
t~oo to 1, 000 auuoa auet be a dded the1r axpend1turaa on a1r­
P ante, now oont .. p1ated at 11 b lll1oa tor 19~• 

The untnorable ba1aaoo ot p&JIIIDh 111 191Kl wU1 be turthar 
~!J.duced b:r the Br1t11h ottorh to ooa•art their UDfnorable 

anoe ot trade w1th aeutral ooutrlee 1Dto b1ooltod ehrl1na -
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D1Y1e1on ot Konetar7 

Reeearob 

which wil l not r equire the expenditure ot tree foreign exchange 
but wi l l be paid tor either b7 1noreaeed Br1t1ah exports or b7 
rorced l oane t roa the neutral oountr1ee. Arrangements to blook 
at erling payment• tor the exoeee ot purobaeee ba•e alreadJ been 
made with Argentina and Sweden. 

There 1s a poee1ble source ot expenditure which cannot be 
eatiaated in advance, and 7et a&7 be a e1gn1t1oant 1tea 1n the 
balance ot payments ot England and France -- e.g., pol1t1oal 
lcana or the t JPe aade to Turke7. The All1ee loaned Turke7 
•15 ailli on ot gold, 1n add1t1on to lar ge aaounte ot blocked 
sterli ng. S1ail ar pol1t1o&l loan• to ItalJ and other neutr&le 
would be a dra1.n on the tore1gn exchange reeouroee ot the 
Allie& . It 1e t he uncertalntJ ot tbeee non-econoa1c aapecta 
ot t he balance ot p&Jaenta ot t he Br1t1eh and Prenob e.p1ree 
which neceeei tat ea the range ot $500 a1111on 1n our . est1a&te. 

/ 
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February 5, 194<> 
5:50p.m. 

·••Jr : Hello. 

c.,,rrtor : 

r ~: Prt 
...... e··ttf"'n : 

.. ' ! 

.. . Tr : 

J : 

The Attorne:'l' General , Go ahead. 

Hello. 

Hello • 

I ' m sorry you ' re not well, Bob. 

•:ell , Just under the weather a little bit. I 
t hi nk in two or three days I' l l be out all right . 

\/ell , cut out the liquor • 

(Laughs) I think th~t • s the trouble . I haven't 
had enough. 

'" rr : All right . Good for you . 

. . .. 

·. .. 
·-·:r: 

. . .. 
t" Jr : 

.. . . 

I had a nesoage fro~ Ed Foley to oall you • 

·.:en , he -- we had soroe talk the other day about 
thPt Assoc i ated nat t er. 

Yeah . 

And I t a lked with the ? r esident about lfbe t they 
nroooeed to do ove r t here and he exoreseed h i mself 
8 8 very much dissatisfied With it • . 

Yeah • 

And fro~ what I understand they are maki ng sooe 
claim of having clearance for 1t. 

~lho 18 they? 

The Hanes people • 

"''Jr: I see . Clearance with the '?resident? 

. : 

..... Tr : 
!!o , with ~·ou • 

\/ell , they -- everybody knows t he t Hanes asked -,e 
when he was first -- week he vae here whether it 
was all right ~~th me and I told hi m yes because 
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l!!~Jr: 

J : 

H!'.Jr: 

J: 

!ll!Jr: 

J: 

HI'Jr: 

J : 

!!Y.Jr: 

J: 

!I>'Jr: 

J : 

J : 
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nobody oan -- nobody val intereeted in it at that 
time and there va e no reaeon that I lhould eay 
otherwiee . 

Yeah. Well •• •••. 

That vas -- muet be a month or eix veeke ago. 

Tbat •a t he - - t he e1tuat 1on. 

I think t he first day or two atter he lett here. 

Well , that'• t he - - t hat' s t he ei tuat1on about 1t. 

I see. Well, I t hink 1t'e -- 1t'e the S.E. C. •e 
baby and they better oarry it. I've been carrying 
the t orch here tor seven year• t or the Treaeury, 
publ1oly. 

Well, all I know about 1t ie that that•e what the 
e1tuat1on is and I don't know What they'll do, I ' m 
aura . 

11el1 , I -- I don't either - - I mean, they asked -­
Foley asked me Thursday ni ght Whether Tom Corcoran 
would be agreeable t o me and my anever wae yea. 

Well , t hie other thi ng vae apparently arranged in 
advance ot t hat eo that that couldn't be done now. 

I eaa. 

Tfiat ie , I Judge it can1 t . 

Well • • • • •• 

They've got a bad elate there. It'• -- I think t he 
President ie juetit1ed i n feeling annoyed about 1t. 

I eee . 

But maybe there can't be anything done about 1t nov. 

!r.-!Jr: Well I don't know-- I mean , it'e -- I don 't know 
What --- I think it'• entirely up to the S.E. C. 
When they appear before the J udge. 
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HMJr: I •••· O.X. 

J : All rlpt. 

HY.Jr: !balllt :rou • 

J: Goo4b,.. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa 7abl"'l&l'7 5, 19'1<1 

,It OM Mr. Coohr..s CONFIDENTIAL 
TM torelp uo...,_ _..lcet wu quiet tocU.;r with a falr Y01u.e ot 

aterll~~& tr..s .. ct1ono. Star11Dc opaae4 at 3·911-1/~. IiviDC tu 110ralq, 
the rate etrengtt.ne4 Wider tu bpetue of 110deratt ~II& by .. tal u4 
other oo,....rolal flru. J.t DOOD.ti .. , the quct atloa wu 3·9'?1/S. It 
elote4 at 3 .911-7/S. 

Sale• of apot 1tarliac by tu t our r eporU q baalce aDd tu 7e4aral I.e­
'""' Baak of lev York totale4 1o311,000, hoa t he f o1lov1DC 1ourcaar 

J7 co ... rclal ooacerDa • •• •••••• • •• •••••••• • ••••••••• • • , 121,000 
11 fort1CD baDka (Jurope) •• ••••• •••••••••• •• •••••••• •• , 165,000 
lly 7e4aral ll.aoona lieU: of lew York (tor 'fucoelaTi&) .. lo 25.000 

total ••••• , ji1,006 

Purobt\tll of epot 1tarli11C &IIOUDte4 to 1.236,000, &I 1D4icated balov: 

By co ... rcial coDCerna ••••••••••••••••• • •••••••••••• ••• 161 
!y tore1~ b&Dt. (larope), ••••••••••••••••••••••••••• 

Total • •• • 

'!'be follov1~~e r oport iiiC b..O oo14 ootto11 bi lla to tal1ac 1o16,000 t o tu 
»r l thh Co11tro1 011 t he bub ot the off1olal rate of '4.00-l/2: 

io 8,000 b)' t he latloD.al Clt7 ll.U: 
5, 000 'b7 tu o..aru t7 Truo t Co . 

_1.QQO b)' tu Chua lat1oaal llaDk 
io.lb,'OOO fo tal 

'!'be other 1-sx>rt&Dt currccleo olooe4 u f ollovu 

:Frech fraaco 
IJil114ero 
Mu freco 
llalp8 
ea...d1&D dollaro 

. 0026-1/8 
·53011-1/2 
.22~-1/2 
.1690 
12·3/~ dliCOGD.t 

In the 1ut taw c~a¥~, the quotation for t u Oub&D p11o hao 1~~prond &D.d 
toda,y It vao quote4 at 11-1/2'(. dilcoUDt, 

Ye purchaoe4 $10,000,000 u pld t'roa the earaarke4 acoo=t ot tu Jw 
of Praace. 
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n. Jo4nal ~ .. ...,.. Bllllk ~lev Torlt 1Atol'llol4 u tbat tho Cbaoe laUoul 
; &Dk roporte4 tbe reeelpt of a cal>le fro• tho Stat• Bllllk of tho U.S. S.R., Moocow, 
e4rio111& of a ohlp.ont of appro:rl .. tol;r $5,000,000 tn colA C<>naipoc!. to tbe Chuo 
saot, Sen J'rancloco, on tho S, S. Ita. !he S. S. Ita to 4uo to arrt.a lD San 
r ranclaco toDOrrov, l'tbra.&r7 6. !he Ohaeo etato4 tbat thh llhi~t •• ..U 
!roD na.d.l•oatolc, .lltatlc l!v.uta, aD4 that 1\ h Ulldor tho UpftlltOD that tho 
ah1Jlllltllt ve~a 11184• b7 the State Bank of the U.S.S. R. Tho Je4eral alao otato4 
that the Chaeo llaUoDal Bank W.a tnetructa4 to Mll tho col4 to the U. S. Mint 
at Sen Franolaco ~ to cr e41t t he 4ollar procoede to tho account of tbe State 
B&ot o! tho U. S. S. R. 

Ill riov of t he faot that (a) thh ehlpaollt vaa aa4e troa Ilu111.an terrUor;r, 
(b) tho Ohaoo llalll< etate4 that U ba4 no 1Dtor11t tn tho cold, aD4 (c) tho pro­
caedt of t ho ehl paallt vtll be ere41to4 to tho accOIIAt of tho State Bank of tho 
U.S.S.R. vUh tho Chaeo llatloul Bank, tbero it DO 4011bt that vben t hh C014 
lt pv.re~.aool!. lt vtll be a 41rect plll'Chaeo of cold b7 tho thltte4 Stateo fro• 
iiuu1a. 

!be Jel!.or&l P .. oorn Bank aloo reported. tbat t ho Tol<obaa Spech Bank, Iobo, 
,., oblpplq $5 ,000,000 lD cold to tba Tokoh&M Spech Il&lllc, San haJicteeo, f or 
tole to tho U. S. Mint in that ott,-. !'hie 11 t he ftret ahlp.ont of cold raportod 
t o uo froa Japan Iince December 26. 

Tho Jal!.eral ~tern Bank of Jrev York rocohe4 e&blu from the B.I.S. aD4 tho 
·Wother1lllt41 '1t&llk ' 'requeo'U'n& 1t to · appl7 for ·a lloouo to tran.tor approidMt'el.i .. · 
lb,OOO OUDCU of COld (about $5b0,000) froa B.I.S, Account 12 to the &OCOIIAt of 
tbo llethorl&nd.o Balli< at the Federal Re~ern Banlc. B.I.S. AeooUDt 12 1e gold 
OVIlod by t het lDoUtuUon. (AD tdenUc&l trane!or • • llllldo on S&turcla,y, Pobruar7 
) . ) The 'l're&oury granted permhelon to the 'Po4or&l to -.Ice thte tl'llllafer. 

In BODb&f, the quotation tor ellTer vorlcod out to an equhalent of 39,86,, 
ott 5/16;. .A. lleutoro d .. patch fro11 Bo11b~, appearln& on toda7'• Dov Jonoo Uckor, 
reported t hat all ..rtteto lD Boab~ would bo clooel!. t o.arrow ill prohat apiut 
t ho lntroduotlon of India' • exce11 proflh tax btU, a rotroacUn meaoure whlob 
u eka to l 11p0u a le-.y of ~ on e,.-eeu profito 1104o lD &ll7 accOUDtln& period 
after Aprl1 1, 1939, 

The Lolldon fi:rln& prices for root aD4 forward ollnr wre 21-3/44. (off 1/164) 
&lld 21-'j/ Sd ( oft 1/84) reopoctlnl;r~ !he u. S. oqulftllllto w re 38.971 all4 
JS.50f. 

llan~ and llarMa'o aa4 tho Treaour:r'• prtc11 for foretp oUTer wro ..m... 
•ball&•d at 34-3/4~ aD4 35' rOipeotlnly, 

Vo -.do hn purcb&uo of allTor totallq SbO,OOO OUDcu UDder tbe Sllnr 
Pureheu Aot. Ot thh amount, 200,000 OIIAaoo npr11ontod a oalo f ro• lnYntor;r 
by ••• ot t ho roflDln& comp&Dloo aa4 135,000 ouncoa vao trii41DC ollTor which a.a 
4mfrlcan roftnlnc cocpaa:r purchaaed I ODI ttmo AC0 tD ••w Totk. lloth of theoo 
to.lea voro for dollnr;r on Jobra.&r7 b. 'l'ho roaalntnc 525,000 onnceo coutote4 
o! ..... produotlon fro• forolp COIIAtrleo, for forw.rd dollnr;r. 
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