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Aaerican Securities Owned .Abroad 
See War CODdi tiona 

Aaaociated Gee and Electric Syet• 
HaDes, JobD w. 1 Copy of Senator Norris' letter 

concerning Hanes' appointment addressed to 
Securities &DI Exchange Commission- 2/15/40 •••• . .•••• 241 35 

a) Cohen (Ben) memorandum concerning- 2/17/40. ..... 109 
b) HUJr discusses with Foley- 2/19/40 ••••••• ooo••o• 175 

l) Time of conversation between Hanes 
and HWJr discussed 

Conference on trustees; present: RMJr, Bell, Foley, 
Sullivan, and Schwar~- 2/20/40•o••oo oo••o•••••••oo• o• 234 

e) Date of HMJr's conversation with Hanes 
again discussed 

IDIJr asks Douglas to discuss entire question with him -
2/20/40 0 •• 0 • 0 •• 0 0 •• 0 ••• 0 0 ••••• 0 0 0 0 0 0 0 0 0 0 0 0 • 0 • 0 0 0 0 • 0 0 0 0 280 

Foley chronology of events- 2/ 20/40••o•••••••o•ooooo•oo 304 

- B-

Bank of Alller1ca 
Bearing discussed by H!.Ur and Bell - 2/14/40 o o o o o • o o o o • o 

a) United front with Eccles 
Conversation between Bell end Cushing (attorney for Bank) -

2/lS/ 40 . ..... . .. . ..... . ............................. ... . 
Bell tells Greenbaum results of meeting- 2/17/40oo•ooo•o• 

Bomay, lndia 
See Gold 

BrazU 
See Latin AJ.erica 

Buaineaa Conditions 
Haas ne.arandum on situation for week ending 2/10/40; 

2/17/40 . .. . .. . . . . . . . 0 •••• 0 •• 0 •••••• 0 •••••••• 0 ••• 0 ••••••• 

Koble (Commerce Department) report- 2/15/40.o••• • o•o••••• 

China 
See l't'ar Conditions 

Closing Agreements 
See War Conditione 

ColOIIbia 
See Latin America 

Fi nland 

See lla.r Coaditions 
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Gold 
Sbi~ta boca BOIIb.,-l India, reported b)' AuriO&Il 

Consulate (12/29/391 - 2/17/40 ••••••••••••.•••••. • • • 241 106 
Great Brit&iD 

See liar Collditioo. 

-8-

Banes, John W. 
See Associated Gea and lleotric Syat• 

-L-

Latin .lmeriu 
Brazil: 

Arallha euggeata tbat EQropean boodholdera be paid 
at ~ ot the rates tor each of tbe tour .successive 
:reare and tbat United States bondholders be paid 
on the bAsis or 41.25%, 42%, 44%, and ~ 1D tiDa.l. 
7ear; State Departii&Dt eaid to have expressed 
preference tor this plan- 2/14/40 ...• • .•.••.•.• • . 

a) Cattery ae110r&Ddua expressing dislil<e 
tor sucgestion- 2/16/40 .•••••••••.••. . .•. .• •• 

b) State Department answer to nn Aranba 
suggestion addressed to American z.baas;r, 
Rio de Janeiro- 2/17/40 •• ••• ••• • .•.•.• • .•..• • 

a) C&ttery re~- 2/18/40 •• •••••••••••••••• 
Co1011bia.: 

Journal of eo .. roe article, •P&yJiellt Offered OD 

ColOIIbi& BODds•: ForeigD Boodholdera ProtectiYe 
Council atateaent- 2/19/40···· · ·········••••••• ••• 

a) Du&gan reports Turi>SJ thorougbl.J displeased 
at Council's statement .•••.•.•.••••.•.•... • • • • 

-II-

llint, Bureau or . 
Head or Aa1187 Otrioe, New York• IDLTr reco.oende diaaiseel; 

Bell axpl&J.Da it 1e brother, not he, who is iDYOlYed; 

9 

97,105 

118 
1)9,)18 

)20 

)19 

IDLTr withdraws atat .. at- 2/19/40......... . ........... 171 

-II-

lorwSJ 
See War Collditioaa 
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SUYW 
CollaalldatiCD ot all pii'Chuea trc. -otaet ot 

SUYW Parcbaae .Aot (l- 19, 1934) to 
Dao.-ar 11, 1935, nth paroba•• ~ 

Book Pep 

Daaellber 12, 1935, to l"ebru&r7 1.4, 1940........... . . 2J,l 44 
fot~~~aad Billa 

Cochran ..-oraDdua CD OODY&reation with Liveaq 
(State Departaent) - 2/16/40...... . ............... lOJ 

e) Certain intoraaat!on provided Linae;y 
b) Cochran strong17 reoa.menda ccnterence 

between HuH and lll&Jr but gets i•preaaion 
this llllT not oocur 

Bell -ore.DdUil CD conference nth D1&&an concerning 
Hull's ~cation to Senator townsend- 2/16/40. . 104 

Surplus Oo•odities 
Wheat lxport Sales, et cetera: llaaa 118110r&ndua -

2/2!J/ 40. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 216 
Swedn 

See lar Cond1 tiOIUl 

-u-
U.S.S.R. 

See War Oolldi tiona 

War Oondit,ions 
Urplanaa: 

- IY -

Spitfire which was in bonded warehouse in Haw York 
ahipped to Canada and cleared by rail through 
port ot Ogdensburg, lfew York - 2/19/40............. 195 

uerican Seourities Owned Abroada 
Pinsent reports •roraa1 nating rill take place 

S&turdq, February 17"1 preaa release to be 
ciYe out in London aiault&MOUalJ-1 Cochran 
reoall.a tbat be and stewart last Deoellber felt 
•n should ban no part in British preaa release• -
2/1.1./1.0. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • .. • • 10, 2l.4 

Pari a a..,. paper o._.t tbere011 - 2/19/40...... ...... 141 
Cbinaa 

0 VolUM ot -t.eriala buaaported onr s--YIIIIIWI 
blcbair": report ot -.noaa OODaal, Raacocm -2/16/J.O..... ......................... .. . . .. . . . . . . . . 99 

~ol- ot earp tnuitted rta Illdooh'•"• 
report ot Jlleri0011 Oouul, lluo1 - 2/20/40...... . . . 289 

01oaiJII •• tel 
ll14ftle c..pu;r - fbU•"elJihia, P.-qlnaia ) 
Wal\er lldde and IL j 11J - 11-rield, .. ler~M~r) 

111-•Md 1a Yll'w •' •• • -..s. - 2/16/IIJ.. .. '16 
D11weaed 1a IJncoMl a.-~- 2/ZJ/40• 
S..Boot~ .-.112 
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war Oonditiaaa (Continued) 
ExohaDge aarket re~- 2/14/40, et oetere ••••••.•••• 

Finl&Ddr 
Loan teatiaoQT before Beoklng and Currency Ca.atttee 

by re]reeentativee ot State Depart-.nt -

Book Pap 

241 5, 54,94, 
122,155, 211 

2/20/40. • • • • • • • • • • • • • • • • . • • • • • . • • • • • • • • • • . .. . • . . • • . 231 
a) BlUr &lid CQCbran discuaa Feis' teetiaony..... 233 

Great Britaint 
Notee tr<:a Britieb Treasury on foreisn exchange 

poei tion - 2/lS/ 40... ................... • . • • . . . . . • S6 
a) Cochran .... Orand.•. • • • • • • • • • • • • • • • . • • • . • • .. • . • 68 

Ncrwqr 
Collins' m8licranduau Proposed· schedule of contracts -

2/2!J/ 40 •••• • ••• • •••••••••• 0 ••••••••••• 0 ••• 0 •• 0 . 0 0 • • 227 
Purchasing JUseion {British-French·) r 

See War Condi t iona: American Securities Owned Abroad 
Securities llarlcete {High-Grade) : 

Current De-nlot:-enter Haas -.,randua - 2/20/40 ••...• · 200 
Shipping: 

Situation renewed in Harris MSOrtu>dua - 2/19/40.... 193 
Strategic llaterielsr 

Collins' mesorandua on tungsten and chrome: 
el2, 500,000 provided in appropriation bill 

for 1941 - 2/16/40.. .. ................ •• . • • •• • • • 67 
Swedenr 

Surplus naval material available• Puleston memorandua -
2/19/40. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • . • • • • • • • • • 168 

Collins' ml!llorandua: Sobedule of deliveries by aonths 
of 144 Vultee L~t Bolll>ers - 2/20/40. ............. . 229 

U.S.S.R.: 
Sbipmenta to - 2/20/40............. ....... ............ 198 
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J'IIOill Aaeriou labaa•1, P&l'1a, J'ruoe 

DAHl rebl'WU'7 14., ·19.0, & p.a. 

JIO,I ~ 

J'OR '1'111 'fUlSUBI J'BOil MAtfHIWi. 

!odaf I had lUDoh with the Bank ot Ital7 repreeenta­
U Tl, PeDD&ohio. !oaorrow he lean a Pari• t o aeet the 

GoTeraor ot the Bank of Ital7, and Preaident XoE1ttr1ok 
ot the B. I.a., at Zurioh tor a quiet exchange ot Ti ... 

on the general a1tuat1on. !h17 had hoped that this 

1ntoraal aeeting would be attended &110 b7 Jana1en ot 
Belg1a and !ripp of the letherlande , but PeDD&ohio UDder­

etude that th17 will not be able to get there. Xo 

1nT1tat1ona were 111ued to repreeentat1Tel of belligerent 

OOUDtriel, 

J'roa reoent talks w1 th looal Amer1ou bankere, I 

learn that atead117 1nore&a1118 p:reeeure 11 be1q exerted 

on .Aaeriou e:r:portere to 1nTo1oe 1D tranoe with 1Dt1aat1oae 

that taport 11oenaee will be aadl oont1ngent upon a Y1111ar­

n••• eo to 1BTo1oa. Ot oourae, the rrenoh author1t1aa are 
wall aware that Aaer1ou e:q>ortere 1n aoet oaae• Y1ll 

prc.ptlJ oonvert their tranoe into dollar• on the tree 

ll&l'ket 1.n •n York, thua addiq to the tloaUq eappliee 
at traDoe. In the a1a4 ot the Jrenoh author1t1ee, the 

taot that euoh trueaot1on• do not iDTOlTI u ~diate 

4ra1D of dollar• ft'oa tale ltab111ut1oa tUD4, &Ill tM 

bGpe 
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hope that eoae el1ght etiaulue m18ht be ginn l'renoh 

exporte therebJ eeea to outweigh other ooneiderat1one. 

Reference, telegraa no. 1e• ot Jebruarr 2, e p.a. 

2 

troa the hbaee1: I a1eo gather that the n- exchange 

control meaeuree reoentlJ inetituted, in particular the 

second meaeure, are oaueing eome inoonYenienoe and anx1et1 

to local American reeidente - apparentlJ eoae ot theee 

reaidente do not 1et fullJ appreciate that war il a eerioua 

bua1neee. ror 1netanoe, the1 point out that a111 inetruo­

tione to banke in the United 8tatee tor paraente on 

insurance prem1u.e troa inooae or depoeite 1n the United 

8tatee will require the approYal ot the Foreign Exchange 

Ottice in eaoh inetanoe. !be1 likewiee feel uneae1 OTer 

the taot that teohn1oal11 the1 would be required to briaC 

their entire inooae troa abroad back t o France - tboUih 
b1 the authorit1ee 

no atta.pt .n&teoeTer hal been aade/to date to enforce 

th1e requireaent, eo tar ae I know. 

END DOTIONS 00, TWO AND 'fHJU!l. 
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JT 

SEcrEtary of S~atE , 

Washington. 

GRAY 

P~'tiS 

.. 

DatEd FEbruary 14, 19~ 

REc 1d 4:42p.m. 

213, FEbruary 14, 6 p .m. (~ECTICN FOUR) 

Th£ EntirE prEss today hEadlinES our SEnatE ' 11 approval 

or thE incrEasE 1n thE rEvolving fund of thE. Export- Import 

Bank to ptrm1t an additional loan to Finland. 

3 

ThE sl~ghtly merE chEErful tonE notEd on thE sEcuritiES 

mar1tEt yEatErday was dissipatEd today and followEd b;r d£­

prtssion and irrEgularity. In l i ght trading rEntEs and o~hEr 

Frtnoh sEcuritiES showEd small i rrEgular gains and lossEs . 

IntErnationals wErE wEak . 

Official EXChangE ratEs rtmn1ntd thE samE. 

Llolll : N!'L 

Regraded Uclassified
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Storttary of S~att, 

''/ao!l.i:-.gton. 

GRAY 

PARIS 

DatEd FEbruary 141 1940 

Rto 1d 6 p. m. 

21.3, FEbruary 14 , 6 p . m. (s;:c't'!or FIV~) 

r.:: T'::'T.S of this EvEning carriEs a =ssagt fraD its 

Brusatle ' corrEspondEnt announcin.s tha t thE COmmErcial agreE ­

mEnts which ~~vE bEEn undEr negotiation for SEVEral wttks 

bEtWEEn Bdgium, Franc£ and Grtr.t Bri t pin havt Just bn:n 

complEtEd and that tht ~tw arrangtmr.nts which will E~ttnd 

th£ r EgimE sEt up by pr evious a 0r£Emrnts to a otrta•.n 

numbtr of special industriEs (tExtilEs , l tath£r , c hE mical 

products , and t!E tals, othr.r than l ron) wErt initialEd 

yEStErday. 

( EITD (':? : 'E3SAGE) 
~ 

MURPHY 

-
.... ,.., 

• 
. ._ .. -· 

Regraded Uclassified



TREASURY DEPARTMENT 

INTIR·OFFlCI: COMMUNICATION 

DATa r.'br11ar7 111, 19'1o 

TO Secretary Morgenthau 

I"AAW Kr. Cochran 

The telling of eterling vhich -..peared in the ID&l'ket yeeterda)r vu reeumed 

toda.; vith the rate tor that currency continuinc ita dovnvard mon•ent. Prior 

to the opening In !lev York, eterling declined In J.materdu tc 3.95-7/8. The 

opening quotation In !lev York v&a 3 · 95-3/4 an4 ehortly thereafter, aterllng moved 

otf ~o 3·95-1/11. Following a t emporary reconry duri.ng the noon hours , vhen the 

rate atr encthened to 3·95-5/8, a further receeelon developed an4 by mid-afternoon 

1t re~~ebed a lov of 3 . 94-1/2. Late In the afternoon, aome co.....,relal deman4 -..­

peared 8114 aterllng regained part of Ita loea to eloee a t 3· 95- 3/8. 

Sale• of apot aterling by the four reporting banb t otaled %.583 ,000, from 

the follov inc aoureee: 

! y commercial eoncern•· ··· ··•• • • • ••••············ · ···' 288, 000 
By foreign banka (Europe &114 South Jmeriea) • ••••••••• L 295 , 000 

Total • •• • • L 583, 000 

Purehaeea of epot eterllng amounted to L47l,OOO, ae indicated belov t 

B1 eo~~Derelal eoncern_a •. ..•..• • ••••.•••••••.••.•....• 1. 389,000 

By foreign banka ( Jar East an4 South .laer iea) .. .... .. L 82,000 
Total • •••• L 471,000 

The folloving r eport1nc banks told cotton billa t o taling Lll9 ,000 to the 

Br ltiah Control on the basit of the official rate of 4 . 02-1/2: 

L 95 ,000 by the National Ci ty Bank 
17,000 by the Ouaranty Truat Co . 

7 ,000 by the Bank of •!anbattan 
L119,000 'l'otal 

The other Important eurrenclee cloeed ao follovet 

French t rance 
Oulldere 
Svi11 france 
Bolpa 
Canadl an do 1l.ara 

.02211-1/8 
·5315-1/2 
.2242 
.1687 
13-1/~ dleeount 

The quotation for the Cuban poao Improved ellghtly in the lo.et tev dqt 8lld. 

It currently quoted at 7-9/11!/fo dlacount. The rate !or the !~:dean peao baa re­

u!J>ed atoadJ- a1nce January 3 at ,1672. 

CONFIDENTIAL 

c; -

Regraded Uclassified



- 2 -

The :r.aeral lleeerTe llaU: of lrew Yorlt raporhd the f ollovillt; ahl.panh of 
aoldt 

6 

$ 2,877,000 tzooa l)eMAe, ahipped b7 the lleDk of CaM"•• OUa•, to the :re4era1 Re­
eerre llezlk of lrew Yorlt, tar aale to the '0. 8, .t.eM;T Ottloe. 

2,252,000 frca Mherlud, ahl.pped 'to" the 8whe lraU~ l!alt to the :r.aenJ. 
Re .. ne l!aDit: ot lrew York, to be eanaarlted for account of the 8win 
lraUcmal llult. 

1,128,000 troa Ital7, ahipped '117 the Bank of Ital7, Gaoa, to the :r.aval Re­
eene Bank of 'lew Yorlt, to be eazwarlte4 for account ot the B.I,S. 354,000 troa ~aDd, ahl.pped b7 s..ual Mont8Cil 4 Co. to the Benker• !'rut .,.........,.,..,.....,.,-=- CollpanT, lrw Yorlt, tor aale to the '0, s . .t.aeeT Ottice, • 6,611 ,000 Total 

The State Departaent forvvded to ue cabl .. etatillg that the followillg gold ahipmenh wve beillg made troa :lllclud b7 Saruel ll.ontagu and Co . 1 

$ 2~,000 coneigned to the Guarant7 !ruat Co., lrew Yorlt, 
114,000 coneigned to the Banker• 'l'ruet Co., lrew York. 
84,000 cone1gne4 to the Cbaee Rational BaDk, lrw Yorlt, 

• 438,000 'l'otal 

'l'beee ahipaente will be aold to the '0. s • .t.eaa7 Ottice at lrew York. 

The :rederal lleaerTe BaDk of ll'ew York reoei Ted oablea frca the B, I. S ,&114 the 
Net hvlude Bank requ.eetillg U to eppl7 tor a licenae to tranater approxiaahl7 15,000 ouneea of gold (about $525,000) troa li,I,S, .Account 12 to the accoWit of the lletherlande llanlt at the :rederal lle~ llank. li.I . S. Account 12 h gold owned '117 that 1nat1tuUon. The !reaiU%'7 granted pe1'111 .. 1on to the :r.aeral to 
make thia tranater. 

On the report ot :rebi'Ue%7 7 recei nd tro11 the J'ederal ReaerTe !enlt ot lrew Yoric ghbg the toreip exebenge podtiona of bulta ud bankers 1n 1h dhtrict, 
the total poa1Uon of all eurrencha -• ahon the eqnhalent ot $21,117,000, an 1ncreaee of $41,000 1n the ahon podtion. The net challpe in the poa1Uone are 
ae tollowat 

SI!OJI!r PC8IfiOll 
JJJIJAJa 31 

:bglud 
hrope 
"'.en•ae 

Latin Aaerica 
Japan . 
Other .t.aia 
.t.ll othare 

$12,121,000 
5 .767,000 

17,000 (Long) 

212 ,000 
2,547,000 
1,()98,000 

52,000 (Long) 

$21. 676 ,000 

• Inc1n4ee ro .... u4 Nuolmria 

SI!Clli!R POSI !I Cllr 
nspntP! 7 

$11,665 • 000 
5.895,000 

7,000 (LoDe) 

452,000 
2,753,000 
1,022 ,000 

63,000 (Long) 

t2i.m.ooo 

RCDASI II 
SI!CIII!' POSI!IC. 

$456,000 (Decreaae) 
128,000 
10,000 (Deer••• in 

Long Pod tion) 
2~,000 
206,000 
76,000 (Decreaae) 
11,000 (IIICreaa• in 

Long Poei Uon) 
• 111,000 

CONFIDENTIAL 
Regraded Uclassified



- 3- 7 

In llollbq, tbe epot dlnr quotaUoD wor04 out to tlie equiftl.•t of 39.26#, 
ott about 1/81, 

!lui pricn fi:u4 for epot 8114 forward eilnr ill LolldoD were 20-13/164 (oft 
3/Sd) 8114 20-3/'44 (off 5/164) reepecthe~, tbe 1onat fi:rl~~gyrieea dace 
September 6, 1939· l'he 11, S, equiftl.ute, at 37, 07; 8114 36. 71)1, were tbe 1ovaat 
that han beell recorded ahlce .Au&uat 31, 1939· l'he decline 1D tl» d1nr quo~ 
tiona wsa attributed to Indian ae1liug. The liquidation of e11Yer holdiuga in 
London by Indian operator• ma;r be Cl!lll.aed in part by their belief that the Indian 
import duty will be increued at the end of thie month, which would tend to 
raiae the coat of eilnr ahipmenta from London to llocb~. .bother factor in­
tluencinc t he Loudon and Bombq ailnr marlcete 111&7 be peDdi~~g leg1alat1on in 
the United Statea regarding the Si1Yer Purchue Act, 

11a114T and l!anlall' • price tor foreip ailnr wu unchanged at 34-3/4;. The 
!reaaury1a price wu alao W>Chanced at 351· 

Ve llede nine purehuea of ailYer totalinc 694, 000 CUACea UDder the Silnr 
Purehue Act, Of t hia BIIOU.llt, 456,000 ouneea repr .. ented aalee from 1llnnto17 
by three refininc co~~paniea aDd tbe remaininc 238,000 ouncea eonaiated of new 
production fro• foreign countriee, for forward de1iYery, 

We alao purchued 250, 000 ouncee of a11Yer from the Bank of Canada UDder 
our re&UJ.ar monthly agreement • 

• 

• 
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ftOJl: Aaeric&D l:llba .. ;r, Jlexico Oi t;r , Jlexioo 
DA'l'J:: Februar;r 14, 19.0, 6 p.a. 

•o.: 6:5 

'1'he deii&Dd tor dollar• waa greatl;r d1a1n1ehe4 here 
on publioation todaf that aotion b;r the Finance Ocaalttae 
ot the Senate hae been poetponed ae regarda tbe ailTer 
queation: Senator Barkle;r'a rell&l'lte were included in the 
publiahed report. 

'1'ha aboTe, in add1t1on to the policr ot banlta ct 
net mak1Jig loana, aotuall;r peraitted the B&Dit ot Jlexieo 

8 

to bUT a aaall aurplua ot dollars oTar aalea todafl ther ... 
tore the B&Dit ia t eaporarilT at leaat relitTed ot a 
d1tt1cult e1tuat1on. 

'l'hrough todar, the B&Dit ot Kexico eold a total a~~ount 
ot gold ot 6 aetric tone. '1'h1a leaTea a reaerYe ot 
20 1/2 tone. 

It would .... that future aot1on ot the Senate on 
the allnr blll would deteralne the aaed1ate tut1U't trend 
ot the exob&Dce e1 tuat1on 1D Jlaxioo. 

DAifm.ll. 

I'! I ..... 
" 
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:P.AJW>BR.t.SE or TELEGIW! RECEIVED 

J'R.OM: Amer1oan Embassy, R1o de Janeiro 

NO. : 60 

DATE: J'ebruary 14, 1940 

Reterenoe ie made to my telegrams no . 64 ot 
and 

February 12, /no . 45 ot January 31, and to the Depart-

ment ' s no. 14 ot January 20, especially the next-to­

t he-last paragraph. 

As ie known to the Department, Coeta1 e plan to make 

payments at 60 percent ot the rates tor each ot the 

tour successive years set forth 1n the Aranha plan was 

aooepted by the Europeans; the Department d1d not agree 

to th1e and it ie now suggested by Aranha that Brazil 

pay the European bondholders on t he above- mentioned 

baa1e and that the Un1 ted States bondholders be paid 

in the tour succeee1ve years ot the new plan on the 

basis ot 41. 25 percent , 42 percent, 44 percent and 50 

percent ot the final year ot the Aranha plan; this 

latter ie the baeie tor vhioh the State Department 

has eXpressed preterenoe. I shall appreciate it it I 

may have the Department ' s opinion ae soon ae possible. 

U&D 

9 
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TREASURY DEPARTMENT 10 
INTIE .. .OI'P1CII COMMUNICATION 

TO IMN'arJ" Korpa'lla. 

I"'IOM l(r. Ooollra STRICTLY CONFIDENTIA1. 
Mr. !'laNai ioleph•-4 • thh aftol'IIOOL .. Ml4 lie 1114 ,,_,. k coM to ... •· )~at ,.. ad fMllac wll ...t woal4 aot rllk tile atona. .. 1&14 that he oCII&lA aow toll u 4ofWhl7 that ille tonal nnlJic of .&.ori­C&D dollar 1ocviilu 1J7 tile kiUall Oonl r i wal4 tea p1&oo ibia coalac Sahr~. hllraa17 17, llo aal4 tllere a1pi llo a fh ~ton\ lou la tho lilt, for ioc!ml~ roaooaa. llo ,.. aoi 11111'0 wtlothor tho ftiUJIC wa14 be &IIIIOIIIlo-4 OilS~ or porhopiKoeAB7• Be •Uol,a'-4 that a preea :r.-1- wal4 llo chant liT tho llriUall .tboriUu la I-mw'oa, al-.linnul.7 with tho niUJIC. flail rolouo wal4 prol1Ul7 follow tho 11a .. of tho :r.-11&11 4ratt-4 liT tho llriU1h Cl'C1IP wlwl -uac la Y&lbiactoa l&li Dea1••r, bv.i he il aot lllro that tlwro vlll llOt llo oc• -lldaaia, !he llriUall lalluq 4Ma llOi p1aa to pn CIU MT natOMa\, )~at ~ to llo alllo '• &awr laq1Llnoa 1aillll&a'l7· I\ wtu llo ~1-4 that Mr. BiHIU"t u4 I 414 ut fool l&li »oo•ll•r that w lbo1&14 han 11q ,art ta tho llrlUall pre11 role&~o. 
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11 TREASURY DEPARTMENT 

INTER OFl"'CIE COMMUNICATION COIIJ'IDIJI'l'IJ.L 

o.r.n re'bruaJ7 14, 1~ 
TO 

Xr. Haaa · 

Secret~arrgentbau 

fhe Buai eaa Situation, 
Week ending February 10, 1940. 

SubJect: 

Conclueiona 
(1) Ho definite indication of a turning point in the buai­neae decline has yet appeared. Aooord1ng to recent Federal Reserve Board opinion, the FRB index in February 1a l1kelJ' to reach about 110. fh11 would coapare with a preliainary figure ot 120 tor January, and with a peak of 128 in Deoeaber. 
(2) fhe Mev York Tiaes busineea index t or the t1ret week ot February dropped 1.6 pointe to 101.5, and a further down­turn ie indicated by preliainar;y data f or the f ollowing week. Our vee~ new orders index declined acaewhat further last week, with lower levela tor eteel, textile, and other ordere. 
(3) xan;y believe that a turn i .n the bueineea t rend ie not likely before euaaer. The aharpneee of the aetback, however, oftere acme encourageaent to a aore rapid coapleticn of the decline. The trend of our new orders index during the epring period of eeaeonal expansion in buying should give eome clue to the probable duration of the decline . 
(4) In eoae quarters a etrong upturn in atook and co .. od­ity price• ia awaited to provide a 1 go1 eignal for renewed indue trial buying. n ·~ be of eoae aignificance that indue­trial atock pricee, which have shown evidence of firaneee t or several weeke, regained their earlJ'-Januar;y levela laet week in a f our-day upturn. Th1e riee has been accoapanied by eoae etrengthen1ng in eensitive co .. o41ty pricea. 
(5) Recent develo~ente that will tend to cueh1on the busineee eetback include the following: 

(a) Unueual.1J heavy retail autoaobile aalee in t he paat tev veeke have railed the Jaliuary aalee total to a record level, and euggeet a poeeible upward revieion in February producti on echedulee. 
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Seoretarr Korgenthau - 2 

(b) '!'he t1ret epring bu7ing ot eteel 'b7 auto•obUe 
ll&ltere, which appeared laat week, failed to re'l'eal eTi­
denoe ot weall:neee in tbe ateel price atructure. 'l'h1a 
8111' e.ncourage more confident b~i~ ot eteel producta. 
New ordera tor etructural eteel reported laet week roee 
to the h1gheat weell:ly total ainoe laat October. 

The preeent situation 

The correot1 Te eetbaok in in&utrial acti T1 ty continuea 
under way, -nth no definite eVidence ae to how eoon it will 
r each a turning point. The oont1dent1al 1 Current C01111ent e1 

ot the Federal ReeerTe Board laet week aa1d that 1 Reports now 
available 1nd1cate that the Board's eeasonally adjusted index 
ot industrial production will decllne eharply further in 
February to about 110 , as oc.pared with an eeti.aated figure 
ot 120 in January and an average ot 12~ in the laet quarter ot 
1939·" 

12 

Current weekly data cont1r. the deollnlng trend 1n busi­
ness activity during February. The New York T1mee index tor 
the week ended February 3 dropped 1. 6 pointe to 101.5, which 
comparee with a peak ot 107.2 in earl y November 1939• (See 
Chart 1) For the aecond week ot February, prelltinary data 
tor automobile, eteel , and electric power production euggeet a 
turther decline ot about 1.5 pointe in the index, it oUler oo­
ponenta remain unchanged. A continued decllne in steel output 
to 68.~ percent ot capacity, scheduled tor the third week ot 
February (see Chart 1), will tend to r educe the New York Ti•e• 
1ndex tor that weik. 

The tact that induetrial production normally risee seaeon­
ally during the epring months, reaching a peak l evel in tame 
ot the J'RB index during April ard May, will hinder any upturn 
in adjueted buB1ne11 indic11 until that period ie paat. For 
th1B ..,_ other reaaone, •ny do not expect a turn in bueineu 
aot1 T1 t:r ( eeaeorw.ll;r adjusted) until about 11!1d-eUIIlller. 

'!'he downturn eo tar, however, hae been Bharper than had 
been generall y expected, which l .enda eome encouragement to the 
possibility that the aetback aa7 be co•pleted eo•ewhat aooner 
than man:r expect. An:r improTelllllnt, however , •uet be preceded 
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Seoretarr Norgenthau - 3 

or at least aoooapanled by an upturn in new orders, whioh ¥111 proYide the Iter to the bueineee trend. The uount ot seaeonal iaproYeaent in new ordere during Naroh and April aar proYide an i mportant olue to the duration ot the ourrent decline. 
Many are loolt1ng tor an upturn in etock and oouodi ty prioee to oall the turn in bue1neu and etart a waye ot new industrial buying, as has ooourred in eeYeral instances in recent years. While there ie, ot oouree, no present indica­tion that etook and comaodity prioee tb11 spring Will bebaYI eimilarly, it aar be ot eoae eignitioanoe that industrial etook prioee last weelt turned upward in a tour-dar rally to reaoh their early-January leYele, despite evidence ot a fur­ther oontraotion in steel output and 1n general business aot1Yity. 

SensitiYe oomaod1ty pri oes last week aleo tiraed soaewbat, shoWing eYidenoe ot resistance to further declines. (See Chart 2) The ourrent week, however, opened with downturn• in the prioee ot soae ooaaoditiee, chiefly hides, eilk, and rub­ber , tbo\18h the Yoluae ot trading in aoet oo111111od1tie1 elaokened on the deol1ne . 

OUr weekly index ot new order• ( eee Char~) appears to indicate that eo tar there baa been no real o ge in the trend ot indue trial buying, and that the aharp upturn in the index during January vaa apparently ot a temporary nature. OUr latest weekly figure above a downturn in orders tor steel, tex­tiles, and 1 produote other than steel and textiles•, perbape rstleoting a heeitation in buying due to more definite eYidenoe that .a bueinell eetbaok is under W&1· 

In oerta1n other directions, boweyer, recent reports baYe been more encouraging. Factory ealee ot autoaobilee and truoke increased sharply and contra-seasonally during the latter part ot January, ra1eing the January total to a new reoord high ot 45},000 unite. Tb11 il 7 per oent higher than the prn1ou1 reoord ot 42},000 unite in January 1929 . 

Autoaobile steel bUfing begin• 
During the paet week the tiret buying ot automobile steel tor epring requ1reaente appeared in an order troa the Ford Motor Ooapany, eetiaated 1n the trade at 25,000 to 4o,ooo t one. Buyi ng ot eteel by the autoaob1le industry , particularly it re­tail ealee oont1nue high, aay proYide an important oueb1oning intluenoe on the busine•• deol1ne . 

13 
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Of aoet e1g!Ut1oanoe to the eteel trade vae the failure ot the Ford Xotor Coapan:r to obtain prioe oonoeeeione ot aore than a alnor nature, wbloh eoae trade obeer.ere haTe inter­preted ae la:ring at reet the recent tear ot lower eteel prioee, whloh had tended to dhoourage eteel bu;ring . Thle aa:r briDC aore confident b117ing ot eteel 1n ooalng weelte , wbloh 1r111 •P­pear in our new order• data when ehlpping apeoit ioatione are reoeiTed. 

A reawakening ot structural eteel bu:r~ng hae been noted recently, both tor fabricated structural steel and tor oon­orete reinforcing bare, attar a considerable period ot Winter apathy. Nev orders t or structural eteel reported laet veelt ( eae Chart~) inoreaeed to the largest weekly total eince last October. 

AotiYity in the steel i ndustry oontinuee to be supported in part by untilled orders, though these haTe been eteadily declining. We eatiaate that untilled orders of the United States Steel Corporation at the end of January ( eee Chart 5, lover eaotion) had been reduced by 344,000 tone troa the Deo .. ber figure . The reduction was leee rapid than in the preTious aonth because ot a sharp decline in ehlpasnte (upper eeotion of chart), while nev orders in January were about at the leTal of last June and July. 

Carloadlnge deollna indicated 
The Vall Street Journal eetiaatee tbat oarloadinge ot rsYenue freight during the week ended February 10 declined oontra-eeaeona.lly to 626,000 care, as ooapared With 657,000 oars loaded duriJIC the prnioue week. It borne out by actual tiguree, thle would contribute to a greater drop in the Mev York Tiaes index tor that veelt than the 1.5 pointe decline now indicated on the baeie of three ooaponente . 

14 
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N. Y. Times WeeklY Byelness Index 

Weight Feb. J,O wk 1 OS!!ll!ie 

Automobile Production .OJ 112. 7 ott 7 .~ 

Steel Ingot • . 10 99·9 ott e.s 
&leo trio Power • .~9 103. 2 ott .e 
Lumber • .06 

llisoellaneous Carload1ngs .19 

All Other • .08 

Cotton Mill Production .05 

NYT business index in Feb . 10, wk. il ott 1 15 trom nreY1oue 

week on basis ot above 3 items. 

• • 

• 

• 
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HHJr: 

Daniel 
Bell: 

H!~Jr: 

B: 

HHJr: 

B: 

m!Jr: 

B: 

H"Jr: 

F: 

H!!Jr: 

B: 

H!-!Jr: 

B: 

B: 

El~Jr: 

• 

Today is the fourteenth, 

All right . 

• 

Pebruary 14, 194o 
10:26 a ,m, 

I say, today is the fourteenth. 

That's Valentine , isn•t it, or somethingt 

I don ' t know, I thought it was Gianni ni day, 

(Laughs) Well , I -- I suppose the bearing hae 
started, I don't know. 

I see . 

But we ' re quite certain of one thing , that the 
Giannini crowd is not going t o show up. 

I see. 

We had three informal oonterenoes and talked about 
the program a litt le and everything else aside of 
the pr ogram. 

Yeah. 

But last night when t hey lett we told t hem that we 
couldn 't carry on any more i nformal conferences in 
View of t h is hearing today. 

I see. 

And Mr. Cushing said that it was their disposition 
not t o come i n to the hearing. That 's what hie 
statement wao at first and l ater he said, •we will 
not be here .• • 

I eee. 

So that we told them we would have to go ahead with 
the hearing and we couldn 1 t talk with them any fur­
ther. 

Well, did you have a united front with Ecclee' 

• 
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B: . 

HJ.!Jr: 

B: 

HJ.lJr: 

B: 

H!!Jr: 

B: 

B: 

s: 

HI'.Jr: 

B: 

HMJr: 

B: 

-2-

Yee •••. •• 

Good • 

• • • • • we did, a.nd llb1le there may )lave been things in 
the program tha t t here vas fleXibility in and Yhioh 
ve would have to change a l ittle, yet ther e vas sub­
stantial agreement . 

Good. 

And in one ot the conferences they me~tioned coming 
over to the Board to meet the requirements of the 
Board for a state conversion. 

Yes. 

And Eooles aa1d, •well, I want to let you know that 
you'll be up against the same requirements . • And 
he said , "I ' m quite certain that my Board would not 
agree to any ••sa than what is substantially i n this 
program.• 

Yes, 

But that didn't seem to phase it very muoh, so I 
think they still have hopes ot getting better treat­
ment than they get at the Treasury and other places. 
Otherwise I think t hey ' d be worried about it. 

Well, I would say that the thing is a s good •• ve 
oould expect. 

I think eo. I think everybody around here teela 
that it has gone about as we had expected. 

Anyth i ng else , Dan' 

Well, there are a n'IDIIber ot t h ings. I don't need to 
bother you about them until Monday, 

Unlesa they're terribly important I wouldn't. 

No, I don ' t want to. We've got John 8ulli~ and 
Herbert Gaston and Ed Foley and Mre. Xlot~ sitting 
here. 

• 
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HHJr: 

B: 

Herbert 
Gao ton: 

Hl!Jr: 

0: 

H!~Jr: 

G: 

0 : 

ID'Jr: 

G: 

ffi.!Jr : 

- 3 -

Well, let me talk to Gaston next. 

o. Jt. 

(Mr. Gaston takes the phone.) 

Hello. 

Hello, Herbert . 

How are you? 

I 1 m all right, thank you . 

I ho~e you 're enjoying i t , 

Oh, yes. Anything i mport ant you want to tell me. 

23 

I don't believe t here' s anything very i mportant . I 
have Glaeser up in New York going into t he industrial 
di amond situation pretty thoroughly. We had already 
looked into it • •••.• 

I can - - I oan wait . 

Yes , tha t can wai t . 
memorandum ot recent 
know it there wasn't 
That can also wait . 

And t he President s ent over a 
Amtorg purchases and vented to 
something we can do about it. 
It 1 a ••• ••• 

1lell , I wish you'd arranRe with either t he White 
House or with the De~rtment of Justice that we get 
those weekly the way we used to . 

Well , I have arranged that . I first t ried the White 
House and they didn 't kno\1 anything about it and I 
found that we had been getting them tron Naval 
Intelligence, and Irey ie malting arrangements eo 
that we ' ll continue to get them as before. 

o. Jr . 

Yeah. 

All right , Herbert. I have nothing. 
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G: 

HMJr: 

G: 

Fn·!Jr: 

G: 

John 
Sull1van: 

ID'Jr: 

S: 

HHJr: 

8: 

S: 

HI.!Jr: 

S: 

8: 

Fn!Jr: 

8: 

HMJr: 

8: 

---
.Ulr1ght. Whoa do )'OU want nextt 

Well, put let Poley o0111e laet beoauee I 1u.g1ne 
he 1e got the moat -- the longeet. 

Yee. 

8ull1van. 

All r1ght, here oomee John. 

()t.r, Sull1van takee th.e phone.) 

Good ,orn1ng. 

Hello, John. 

How are you, e1rt 

I'll all r1ght. 

How are the horeee' 

They're better than the r1ders. 

(Laugbe) Well, I repeat, happy land1nge. 

D1d you have a euooesstul tr1p up to your state' 

Yee, e1r. 

You d1d' 

Yea, s1r. 

o. Jt. 

R1gbt. 

AD4 )'OU -- I hope you don• t enter 1nto any 110r1 
oloa1ng agreemente unt11 I set baok. 

Oh, )'OU don• t want ue to oonUaue thea! 

ADJ'th1118 dolag on any 110re 

• 

• 
• 

• • 
./ 

• 
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S: 

''l-!Jr: 

S: 

H"Jr: 

S: 

""Jr: 

S: 

t.~· Jr : 

S: 

5 : 

S: 

!f'Jr: 

S: 

l.llJJr: 

S: 

S: 

- 5 -

Hr. Bl a ir of t he Netr Yor k Cl t y Bank wa s ln t hle 
morning . 

\•llio? 

Blair. 

I don 't kno~r h i "' . 

'.Tell , he ' s a..,oo r ently- down here for Rentschler. 

Oh, yea . 

And t:e had a very thoroul'"h discussi on ••.... 

I don ' t hear you. 

lle had a very thorough discueoion of t he entire 
si tU!Ition. 

Gooc' . 

25 

And I t hink t hnt he ' e t he fello~r ~rho is t o be llaieoned 
l·ri th -- throua:;h us , between the Brlti sh and French 
nnd t he manuf~cturere, ~oat of whom a~narently are 
~rorking t h rou!ll' hie bnnk. 

Don 't do it that way, J Oh"l . 

~o? 

No , t hey have no bns1neee in t hat . 

\Tell , I ween ' t do i ng onyth1n"' but t hat was a pryarently 
the ~lay he was making, 

II" ell, they' re smart. They're l ooki ng fo r bue1neee 
but we don't need any middleman. 

Yeah. Very good , sir . 

Ho , t hat ' s t he -- typical ot t he Rent schler crowd. 
They're on their toe s , but we don' t need any middle­
man. 

~eah . \·!ell, I wae -- I we.e juet lietening. 
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HMJr: 

S: 

HHJr: 

S: 

HHJr: 

S: 

S: 

HllJr: 

S: 

Hl'Jr: 

S: 

Hl' Jr: 

S: 

S: 

IDtJr: 

S: 

ffi.IJr: 

S: 

- 6 -

Yeah. 

The-- t he story I was gett1ng was how close. you and 
Rentschler were. 

Yeah. \·Tell , we ' re we •re j ust as close as oan be 
as long as t here ' s no bus1ness 1nvolved. 

I get 1 t . 

I don ' t know -- I mean, I know h1m and llke h1m, but 
not where bus1ness 1s concerned. 

R1~t. 

You ought t o know that by now. 

You d1d you talkw1th Rentschler before you l e ft7 

Not on t h1s subject. 

You d1dn ' t ? 

I talked to h1m about the guns be1ng made t he 
lathes be1ng made for Russ1a 1n h1s brother's plant. 
That ' s a l l I t~<ed t o h1m about. 

They seem to be qu1te a b1t d1sturbed about that. 

Whatt 

They see~ to be very much d1sturbed about 1t. 

He spoke about 1t a~a1n t h1e Morn1ng. 

Why 1s he d1sturbed' 

Well , he seems to th1nk that those should be kept 
for us or g1 ven to somebody else . 

\'lell , the Pres1dent has the memorandum. He ' e had 1t 
for a veek 1n h1a lap. 

Yes. 

26 
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I -- I gave it to hlm last Tuelday. I oan •t do any­
thing 110re than that. 

Yes . Well, there isn't anything -- there 11n1 t 
anything in my departnent that needs bother you 
unt11 you get back anyway and • ••..• 

All right, John • 

• ••• • • --and I won't have anything bot hersome tor you 
here exoept all those closing agreements you want to 
sign. 

A.llr1ght. Well, you' re an expert on thoee. 

I -- say, I guess I 'll not 1t I couldn' t oonvlnoe you 
that that idea wa s all wrong. 

What' 

I guess I can ' t be it I couldn't oonvlnoe you that 
the idea was all wrong. 

Well, we' l l talk about it some more when I get baok. 

R1ght. Just a minute. 

(Mr. Foley takes the phone.) 

Hello, Mr. Secretary. 

Hello , Ed. 

How are you, sir' 

I'm all right. 

''-ne. 

How are you' 

Well, I 'm all right t oo , thank you. (Laughs) 

I take 1t, no newe ie good news • 

• 
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Well, that•e the way it look• to Ne. 

Senator Norrie oame out, I eaw in the papere. 

Yea, I -- he sounded ott and there ha~ been a oouple 
ot pretty fair articles in the Vall Street Journal 
yesterday and today. 

I w18h l~rs. Klotz would send those down. 

I ~- I ' ll take care of that. 

And -- in tact, they might eend me the Wall Street 
Journal for the rest or the time I 1 m here, or elee 
the olippinge out or it. That •s cheapest. 

The cl1pp1nge. 

Just any important clippings. 

o. !C. Did you see the ••• ••• 

What•s their storY' 

What's tha t? 

They1 ve had a fair story. 

Yea. I think the -- the one yeeterday wae written 
by Gene Duffield and the one today wae written by 
Barney X1lgore. 

And What ie the -- Judge Leibell going to do' 

Well, I -- I don't know. The -- the next etep ie up 
to him and it he tollowe the program tba t be outlined 
at the bearing laet TUesday •••••• 

Yee • 

••• ••• he will notify the SEO in writing or the people 
he propoeu to ~tppoint. 

I see. 

And then will l!lln the SEO an opportunity to c011e in 
on the Sth or '"aroh aD4 YOice any obJection that 
they _,. haYe to thole people. 

• 
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Well, that•a tair enough , ian•t i tt 

I t h i nk eo , and t he 8EC i a t r yi ng to make up iU 
mnd whether it wUl go 1n open court and Toi oe 
objection t o Johnny Hanes . 

Well that ' • up t o them . 

That' s up t o theM. 

After all , the people seem to forget 1n t his bat tle 
that ' s going on that-- I don't know, we have eix 
or seven mil lion dollars at stake . 

Secured t oo. 

Five mill i on ot whioh 1s secured , we can' t loee . 

Yeah, but we stil l have t ha t a t stake. 

Yeah. 

So t hat ' s a l ot ot money. 

Well , I ~~ink we•re -- we're better situa ted than 
any ot her creditor , because we •••• •• 

I hear Xrook had t he story yesterday. 

Yeah , and he had the Hanes' versi on yesterday. 

I see . How di d we make outt 

We were in the JBiddle. (Lau~s) 

What does that meant 

Ve11 that aean11 t hat the Hanes ' people were aurpr1aed 
t hat you were t or t he no and opposed t o b1a, and the 
New Dealer• were annoyed beoauae Ranee ia going to 
be appointed apparently and he sai d t hat t he 11nee 
were drawn between the two t oroe .. , and t he r esul t 
would determlne wbioh vas the etronger. 

Well nov, two toroea • •• ••• 
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}!eaning t he Hanes •••••• 

V/hlch were we in? 

Vfell , we were between the -- the liberal group and 
t he Ranee ' gr oup. Apparently both aides being 
dissatisfied with us and t he nosit1on we had taken 
because lTe hadn ' t pleased either. 

That sort of ms..l{es us Lake Lagoda, 

30 

Well, I don't understand that !~exican talk but - (laughs) 

tlell , I was tryin~> to t al k Finnish. 

Finnish , l1ell • ••.•• 

Lake La g oda, which i s between the Mannerheim Li ne and 
Lenningrad. 

Yeah . \~ell , Finnish Sullivan Jus t told me what you 
were talki ng about . (Lau~ha ) I di dn 't understand . 

Well , I -- I apprec i a te that all of you are spar i ng 
me and I can use t he t i me down here . I ' m not worried 
but I •. .. .. 

\'fell , • •••• 

• ••••• Just wanted to check up on today • 
. 

That -- t hat ' s fine. You knew t he President vas pr o­
poainR to ~o away t onight? 

\fell t hat's what he told me before I left and I 
figured that if by tonight I didn' t hear from him 
t hat he must be entirely -- one hundred per cent 
satisfi ed with ~et I did . 

Yeah. tlell , I haven' t heard from -- from !Uee LeHand. 

Well , f or get it. 

Yeah. I think that ' s the thing to do. 

But you can be sure t he President has heard about that 
and he cuet be satisfied, otherwise he' d have called "e . 
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Well I aeeumed that -- that she epoke to him and that'• Why abe didn't call me back. 
Well, trom Xtoot.•e -- your description ot rrock ' e article I ' d say ve were J~et about rigtit . 
(Laughs) Well I don't know what 1r1~ht1 means . We 1re in t he middle , ot oouree. 
That's where I like t o be, the middle ot the road. 
Yeah. Well, that ' s where ve are. 
That's all right . 

llell , I am not -- as I say, I'm not vorry1.ng and I know I 've 60t a good orovd there 1n the Treasury and I ' ll go on and enjoy the rest ot the week. 
Well, that ' s tine and we won't bother you unless something slips here that we can 't handle. 
No, I ' m sure t he President hae heard about the pertormanoe in my office and it he wanted to ltn.ov he could have eent tor you or called me on the phone. 
Yeah. That•e right. 
Yell •••.. • 

And I haven ' t beard any more. I haven't beard any more tree Ickes or trom -- trom anybody, and I think the next move 1e up to the Judge and then What -­vbat we do after t hat, it eee'!ne to me, !e up to the 8£0. 

Well, it'• trom nov unt1l the lith ot ~!arch, iln't it' 
Tbat•e right, and you'll be back and you ' ll have plenty ot time to consider 1 t before ve have to take t he next step. 
o. r. 
Anything ••••••• 

• 
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It Xlotz will go to her ottioe I'd like to talk 
to her, pleaee. • 

All right, ehe•e going right in. 

Thank you. 

Goodbye. 

Goodbye. 

• • 

• 

• 

• 

l 

I ' 

• 

• 
• • 

\ 

• 

• 

• • 
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TREASURY DEPARTMENT 33 

INTER OFFICE COMMUNICATION 

DATR February 14, 1940 

Under Secretary Bell 

Joseph p , Cotton, Jr. 

Re 1 Colombia 

I called Traphagen this morlling. He said that , from the standpoint 
of the Council, everything l ooked all right as regards the temporary ar­
rangement going into effect. Certain details remain to be worked out . 
The Council bas also arranged t o put out a public announcement, in the 
newspapers tode;y confirnrl.ng the fact that the arrangement bas been 
r eached, supplementing the publicity put out by the Colombian Elobessy 
day before yesterday. · 

I asked Mr. Traphagen his views as to the continuance of negotia­
tions for a permanent sett~ement. He t old me quite frankly that be saw 
l ittle prospect of a settlement given a continuance of the present pro­
cedure whereunder the Colombians feel that they can appeal with success 
to the Co~ttee of three to obtain concessions from the Council. Mr. 
Traphagen said that, of course be said this in full appreciation of the 
effort which the Secretary bas made in this matter. He said he wanted 
to talk over this whole matter with the Secretary and myself and asked 
me if I was going to be in New York any time in the near future . I told 
him that I was at his disposition at aey time if I could be useful, 
and, tentatively, we have agreed I should lunch with him in New York on 
February 24 to talk over the ~hole mat ter with a view to pres~nting his 
views to the Secretary in anticipation of Mr. Traphagen having an oppor­
tulli ty to talk to 'the Secretary personally. 

As my business is very slow at the moment , I plan, if you do not 
have aoy objection, to take a long week-end ~ginlling t omorrow after­

con. I am sending a separe te memorandum to you through Mr. Thompson 
eting where I may be reached • . 
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THE SECRETARY OF THE NAVY. 
WA.H I NOTON , 

~ dear Mr. Secretary: 

Relative to your inquiry 
conoerning the 165- toot lathe being 
manufactured b¥ the General Machine 
Company tor the Russi an Government, 
I am pleased to inform you that the 
NavY Department has no usa tor this 
equipment, nor have they any objection 
to its export to Russia. 

Sincerely yours, 

Cl~Q t:E~ 
Charles Edison 

Hon . Henry Kor genthau, lr., 
Secretary ot the Treasury, 
Washington, D. c . 

• 

• 

0 
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ICY dear llr. Seoretaey: 

I • sending 7'0il herewith a copy ot rq letter 

to Chai.run Frank ot the Secur1 tiea and Erelllmge 

COIDiasion 1n reference to t1le Aa~iated Gas 8Dd 

El.ectric -· 

lfcllo:Nhle Henr7 llorgentblu, Jr •• 

Secret.ey ot the ~. 

YuhiJicton, D. C. 
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J'&bl'UA1'7 14, 1940 

Honorable 1aroaa J'riiDlc 
()ll.aiman 
Seour1t1ea and Bxobange Commission 
Wo.shiDgton, D. C. 

ICr dear Mr. CbairMD: 

.U a ~r ot the Senate 1udic1&rT ea..ittea, I 
abould lil<e to call ,our nhnUoa w the 1neloaad article 
ot Mr. Arthur !~.:rook on the .Ueoeiatad Oaa and naotric -· 
appearing 1n the New York Tl.aea of J'a'brua17 1). 

The article Ilea pertioula.r •18111tioanoa e1nce Mr. 
Krook 1a 110t OnlT a nenpe.per writer ot high repute , 'but t. 
known w 'be a oloea triand ot Jlr. J'ola w. Ile.nee and would 
not 'be likalT w nate tach ~ upoD Kr. Ile.nea• poa1-
U on wUbout a cqu1nt1nc IWiaelt with Kr. Banee• nreion ct 
thea. Cerla1n atat-t e 1n thie article cannot help lNt 
o.reate 1111 a'-Dephara ot conoam about a poeai'ble atteapt 'bT 
powertul t1nano1al tateraata to onrraach 'both the judicial 
1111d atatuto17 procaaaaa 1a till appotat~~ent ot a trustee. 
I quota trca tlle article: 

"TTie uUlitT has .... u rouahlT aatiaated to 'ba 
1 b1llioa dollara. ••• The boldera ot tbtea aeeeta and 11a­
bil1tiea, in a aariaa ot intOr.-.1 .. etinaa, decided thet 
their oboioa tor tn.aua ._. Kr. Banea. "* (wbo) wu a 
~ar ot the 810 toll~ auooaaetul car.ar u .,. ann­
Milt 'bankar in ... York. .&11 prin.te partiea 1a tauran, 
••• the &OY&n..lt Jlr. Buoae recantlT aernd, aited to uk 
the coun to appeint U.. • 

Sanral s..plioauou ot thia atol'T &1Ye • sraat 
ooa.oem. 
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llr. :r eroae ~ 

Paa•2 
2/1.4/40 

In the ttrn place, 1t would appear that an 

undilcloaed sro\lll ot partiea decided upon Mr . Renee as their 

choice t or truetaa , end With Mr. Renee• consent co-.micated 

their choice tc the court, wi thout witin& tor any coneulta­

Uon with t he S.curl Uu aDd Excben&• Colllliesi on. AIJ I read 

the lansuase ot t he Hold in& Company Act , tbe Seouri tie a and 

hcben&e Cooaisslon baa the ri&ht tc be coneulted before 

any truetee otber tban i taelt ia named by the court. Jtttona 

to comait the court to a pen1cul.ar trwotee without coneulta­

t1on with the Commiasion seem to me to be cont rary to both 

the lnter and the apiri t or tho Boldin& Coapany Act . 

In t he aacond place, thie article placea t he 

• aeries or intor.al aeetiosa• ot those unknown and ~sterioua 

parties in interest prior to an inquiry which Mr. lrrock atatea 

Mr. Danae uda to secretary Morssntheu, the datc or which in­

quiry 11 mown to be prior tc the tUtns ot tho pet1 tion 1n 

bankruptcy. This ..... that those unn611led parties bad their 

meeting& and bad already decided on t heir choi ce ot truatee 

before the case wes evan ass l&ned tc the Southern District 

ot New Tori<. 

In the t hird place, who were these partie a who 

USUD~ed to chooae a truatee tor t he court without coneu1ta­

Uon w1 th the Co:aiaaion, aD4 be tore bankruptcy procaedtnse 

were evan cownencad? 

The article eaya •tho holdara ot these aosota and 

l1ab1l1t1ea• . But since t be security holders ot AA!eoclatad 

O.a and :nectric, .. veral blmdrad thouaande 1n nlllllber, are 

wida)J' ecattered and could not possibly aeet and are not 

mom t O have been eolicited t or proxiel, it seeJDS Clear that 

tbe aaetin&a tc choose Xr. S.Uea were not held by repreamta­

tlvea ot the security hold.ra theaealvea. The 1neacapeble 

conclueion 1e that the aeetin&a 11111t have been held bJ 

repreasntativea ot benld"& or M.ll&&eaent sroups who had aoae 

provioua connection or aoae hope tor tnture connection 1n the 

attairs ot uaooiatad. u everybody eapec i,ally 1nterened 

in the ut~ field knows, and as ,.our atudtea have undoubted­

ly into.-d you, tbue attaira have bam eo badly 'MJl88ed that 

I underetand the Attorney General ot the United Statea baa 

ordered a srud Jur7 inq'Cliry in the 8outher11 Dtnriot ot Nn 

Tori< to asoenain whether 1n the ttnanoin& and aanas-t 

ot the uaoolatad oaa and :neot ric qat• there baa bean 

Tioldion ot federal or1a1nal. law. 
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llr. Jerome J.l'rank: 
Paae) 
2/14/40 

Ot course, experience baa abundantly demonstrated l 
there 1e always tho dist inct daoger that the interests ot 
bank1Dg 8Jld 1!18Degement groupo may be adverse to those or other 
groups and the general body or creditors and security holdere. 
tndeod, it was to prevent such epeoial groupe with special 
interests trom dominating a trusteeship to the detriaent ot 
the general body ot small creditors and security holders that 
tbe Congress provided in tha Chandler Act tor tbe appointment ;1 
ot one or more dieintereeted trustees. 

The Associated Gas end Electric receivership i e 
one ot the largest and most !.aport ant rece1 Terships which 
bas come into tho federal couru in recent yeers. The reoeinr­
ship will come into contact wi th the SEC under the Bolding 
Company Act in relation to nearly all 1lllport8llt problems or 
reorganization. It is illll)Ortant, tbererore, that the trustee 
have a sym,patbeUc understanding ot tbe Bolding Company Act 
and be able to work in barnlony witb the Commission. I am 
trank to oey that the Coi1U1118sion can be trusted to safeguard 
the int erests ot investors much bet ter than t he self-constituted 
banking groups which have not heretofore been noted tor their 
solicitude in protecting tho interests ot small and inarticulate 
investors. The financial s tructure ot the company is exceed­
ingly co~liceted and the ram!t1oet1one ot its management and 
banking connections and atf111at1one are known to be far-reaching . 
Creditors and security holders have already GUttered loeeea 
running into the hundreds ot IIL1111ons. 

It will be the duty ot the t!'UStee or t!"lletees to 
!ll8lc.e a diligent investigation ot t he attairs ot the company, 
and ot those responsible tor its manegenent end its tinanoial 
and security operations, and to prosecute the claims ot the 
estate agai nst any banking or management groups whose transac­
tions with the campe.ny may reasonably be thought to subject 
them t e liability. 

It seems to me perteot ly obvious thet the general 
body ot creditors end security bolders can never be conT1noed 
ot the complete independence and disinterestedness ot a trustee 
whose name bas bean, according to l(r . Krock , agreed upon by 
private groups in adT&Dce ot the t111.ng ot the petition in 
bankruptcy and urged by them upon the court in advance ot a 
public bearing, without nan consultation with the securities 
and "!xebange Co=i solon. 
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llr. 1erou :rnmlt 
Pa&•4 
2/U/40 

I repoet tllat a - ot llr. lllulea' etand1JI& Ilea 

b- ada tllll 't'lotia ot suoh an llllfort\lllate chaill ot nente. 

Bllt UDder t ile oi~tencea I thinlc tllat both tile court ucS 

tllll Cm.l. .. ion han been put on noUoe by llr. J:rock' a artiole 

to probe to tile bottoa tile aituaUon renaled ill that 

article. I do not see bow, 011 the beals ot the ainaU011 r.­

vealed ill llr. ltrook' 1 article, Jlr. Balles oan , ill acoeptill& 

tllll tru.atMahip, be reprded aa tHe troa ctanglill& 

alliancu. I do not ...., to ilq)ute &117 111'011gdo1JI& to llr. l 
Banea, but it would be aabarraea1JI&, to aay the l ...t, tor 

llr· Hanes to accept a position where he ll1&ht be called upon 

to prosecute 1llllll with whom as an illvestment ballker be Ilea 

been oloeel.J' and illtl.IDataly asaooiated, particularl.J' it he 

owed hie position to thtllll. 

ThU .uaooiated failure 18 eo large and 80 4anseroue 

tllllt tllll tru.atee IIIWit not only be tree troa technical d1s­

qual1tioat1on tor illterest but--like Caeear's wite--be above 

euapicion. Certal.llly, tllll aciii1D1strat1on ot eo IJipOrtant a 

teet ot the ability ot tllll courts and the Collllllisslon to work 

111 hamon.y should not be aabarraaeed by etartill& out under ) 

a cloud created by an appoilltaent ot a truetee selected 

111 advance by undisclosed private interests whose freedom 

troa conflict wUh the general illtereate ot the estate cannot 

be established without searching illquiry illto the tangled 

attaira ot the coapany. 1 

Thil tru4teesh1p is a magnificent opportunity to 

reestablish pUblic confidence ill Federal oourt adminietration 

ot receiverehipa and b&nkruptoiee which baa recently concerned 

acme aambars ~t t~ 1ud1c1ary Committee. 

I am aending a copy ot this letter to the Secretary 

ot tbe Treasury and tllll .Attorney General, by way ot expreasing 

rq teelill& tbat tile article nt 11r. J:roclc baa put thea, too, 

upon notj,oa to apprhe tbellaelvea ot the true aituaUOil . I 

hope :rou will &lao be able to present the poillt ot view U • 

preased ill thia letter to the court before an appoilltaent ot 

a truatee ia uaaad. 

Sillcerel.J' yours, 

( s16Ded) o. W. IIORIUB 

P . s. In Tin ot 11:-. !:rook's reference to Senator 'llleeler, I 

illcloae a copy ot Sc.ator Wheeler's relaa .. to the press oa 

:February 1) and &leo rq etat-t ot rabruary 11. o .I.B. 
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The New York -ra.a 
7ebruary 1), 1940 

IN THE NATION 

Iaeuea aDd tmplioatione in 

Aaaooiated Oaa Co. Caaa 

40 

Waabillgton, 7eb. 12-A :Federal eourt in New York City, J"uclge Leiball·p~ 
aidillg , baa been the canter ot an interaetin& and iJlportant etnW& betwe• 
a gonn~J~~ent group and a buaineas group over the reorganization ot the Aaaooiated 
Gas and :ueot·ric Cc:.peny and Corpore.Uon, petitioning aa a be.nicrupt. The conm­
ment group wants the judge to appoint a truetee or trustees selected b;r WaaA­
ington. The business interests bold thet tbe court should baed, in ' ne••ng 
trustees, tbe wishes ot the onrwhelllling ownership ot the com:paniea attected. 

In the background ot the struggle 111 a pattern ot co~Hnta& personal1Uee 
and political philosophies, typical ot the di'f'ieions in present-dar Waahillgion. 
Through this pattern rune the thread ot government ownership ot all utilitiee, 
favored by 118J1Y New Dealers; and the outline ot thet New Deal teahno;r to ban 
government taka control or the details or privata corporate lllllll&glllllent which 
l atel)' found expreesion in the SEC • • 3 to 2 deciaion on the Consumere Power 
Comp&n7 financing application. 

In the rorecround are to be found euob peraona ae J"olm w. Benes, tba tuooua 
Federal •tim• ot Corcoran & Cohen, Secretarr Jlorgantbau, Atto:mer O.neral lack­
son, t omer Atto:mey General Cm••nga, Senatore lfbaeler and Norrie, •Joritr 
Leader Ra7bum and a onoo-again d1T1ded SIC. It the draaa'a outcoao 1e ot 
grad econOIIic and political aipitio.uoe, at least it 1e bein& pl.a7od b;r a 
ater oaet . 

B!i1nn111,s ot the Contest 

The Associated Gaa and Eleotrio intereata, retused a loan by Administrator 
1onee beoawse ot non-OOIIplianoo with hia -ditiona and tor other actions, aOM 
time ago took tba onl)' course r-ining to it and applied tor banlcrupto;r re­
organization in the 7ederal courta. Tho venue na t:reneterred from tJtioa to 
New York Oit:r; wbareul'On tho contest bacan between the two groupe and the two ideaa. 

Tba utili t)' baa aasote ro11Cl117 aatiaated to ba 110rth tl billion, and tba 
scattered natura ot i te opera tin& propartiaa ia eucb that it provide a n:oellant 
llatarial tor that p!Qraicel and tinanoial intacrauon alaiob the SIC, bT 41raot1011 
ot the lhoalar--Ra)'bum Act, 1a about to adartaka in the tiol4 ot uUlU;r 
holding oOIIq)eJliea. fte holders ot theee uaete ad liabUitiee, in a aeriaa 
ot Wonal -ti.JICa, dooi4o4 that their oboioo tor tnnoe aa Wr. Buaa. Jla 
lahl)' rotirod u Ulldar-SaoratuT ot the !'reua1T wUh tllol - oc.plbata ot 
the 1'1'q14•t ad Wr. llorg81lt!an. Prior to that be aa a .-llor ot tile SIC, 
rollDwtllc a •o~ _.eor u • av..-..t lluker in ... Yon. All pr1:rata 
part1u 1Jl iateroat, ...... the aon-t Ill'. lluea raoet:l)' aorn4, waited 
tout the coart to appoint ~. '1'be ptel' mt•a tiaDoial iateroat ia --Regraded Uclassified



Krock - 2. 

tined to a tax olaia ot 15 al.Wons in the billion-dollar set-up. 
When 11r. Hanes was adrteed or hie eeleotion be asked hie reoent ohiet, Mr. 

Morgenthau, it be saw e.ey objection, and to osoertain 1t the President opposed 

the plan tor any reason. The Secretary, haTing been adviaed by the dra.ttsmen 

of the holding oompan;r act (Kassrs. corcoran and Cohen, probably through the 

Treasury' s general. oounsel , X4ward Fole;r, their protege) that tbe law pel'llitted 

the S!C to serve as trustee in such oaeee, had prertouely approved this idea. 

But he offered no objection to Kr. Hanes, it appointed by the oourt , and Kr. 

Ranes was not advised of any disapproval by the President. Consequently he 

sent word that , it chosen as trustee, he would serve. 

Efforts to Block Banes 

At this point began New Deal resistance to the choice of Mr. Hanes. The 

Attorney General , oloeely assooiated with Kr. Corcoran and Kr. Cohen, asked 

the Federal court to designate the S!C as trustee, and in this request he was 

eurpriaingl;r joined against Kr. Hanes by the latter's very reoant chief, Mr. 

Uorgenthau. 'llhen their action caae to the attention ot Keasrs. ll'heeler and 

Rayburn, whose names the holding company legislation bears and who drove it 

through Congress , they publicly opposed the plan. They objected to making the 

SEC trustee, as well as judge, Jury, prosecutor and unscrambler ot the bank­

rupt CClQpSII;r. And Senator 'llheeler wrote to the SEC a strong andoretll!lellt ot 

Mr . Banes. 
These moves seem to !lave made tbe SIC plan too bot tor the adainistretion 

to bold. By a TOte ot 4 to l the agency decided to intorm the court or i h 

unwillingness to serve. The a ction was hastened, it is understood , by notice 

ot two Collrlssionera--Kr. Healy and Kr. Kathewe--that they would make public 

their eaphetie objections. 
Since it bee- ertdant that the S!C trusteeship IIUSt be abandoned the at­

tort ot ita authors has been to tind wa;rs to persuade the court to appoint a 

troetee or troateea suggested by the administration and not by the holders 

ot the l'arge majority ot the company' e assets . It is said that serious con­

sideration was giTen t o t he naaaination ot Jlr, Corcoran, but this interesting 

alternatlTe was abandoned. Senator Norrie seemed to beve something like 1t 

in lllind, however, when he cr1t1oized an;r plan tbat aight exist to appoint 

•an investment banker and a utilities magnate , • a reference to Kr . Hanes an4 

Henry I. Barr~, who, wi th w. u:. Kyers, remer head ot F!U'I'l Credit, had 

bean most mentioned ,as co-trustees. 
When the court reaolvea tbs contest by newing the receivers the winning 

group can e&eilJ be identified. 
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JOR A.JI. P.&Pial, """"»T, JDI!!URT 1,, 1 ~ 

Sell& tor Barton 1:. Wlleeler .acle pllll.lo tile tallowill.& •'-t-t: 

I bo~ tile net-t tlat I -de len J'ri~ reprd1Dg tile A .. ooiah4 

au truete .. hip will 11.0t be 1111Nnderatoo4. Tile eo·oalle4 'lbealel'-~ 
' 

the op111.1on tlat it ellould not be neoeH8J7 or d .. irabla tor tile o-teeiaa 

to aooe~ at tllie '"-• *• tile eo.al.eei• 1e onrworlced ill a dne1'11111.ed 

clrift to illiUate £811.eral .roro-ct ot eeoU011. 11 ot tile Act, the 84484 

• and onerou bur4c ot tile Aeeoo1ated aae trutMehip whioll J11a!1* 111.-.oln 

enenain nparTieiOII. ot tile o~'• o~rat1Dg wbaidiariea. Ot OOIU'H 

thia 1e prortded that tllll C~uion ia MUetied that a tl'Utaaehip 

aooeptabla to it would be appoillted wboaa diailltereatedness, illdepe~~da:noe 

and 8711P&tllaUo Ul1darstand1Dg ot the requir.ente ot tile :&old1Dg ~ 

Aot are beJI:md 418}Nte. 

Tile oreditora u4 illnatore Oil Aeaoo1ated a .. hue ellttered terrible 

loeHe , 1111t tJiroucjl operat1Dg detioienoiea bot tllroa8b ti.D.anoial .Upala­

u-. 'fM7 ban • r1&llt to be prohoted apsut aorbitant t- 8d ollu&N 

tar ftPS~ra%7' truteea u4 001111ae1. '!'1187 han &leo • rt&" to be uaured 

that tlleir ole"- will be tearleael7 preaaed ap1nn --a-• or &tiler 

illtaraeta wi til whioll Aeeooided Cia a llaa dMlt not at Ulla' 1~11. That 

&ai!UI'IIIIOe tile oreditora 11114 illnatora 0811A0t line it a trunM llu 11117 illtal'-

loolc11lc ralaUaaa with tile people be II1C)at han to proHoute. .-r tllat rea-

tile oreditore a1. tannon u -u u tlla aceral pllll.lo ben • r1cll* ta a;paot 

tile appoillt..t ot • trutM wtlllea tavla'=•• 11114 111.4ep '=• D4 u.takl'WW 

Jll4pa.a _, lHI -'J&ot to .... lea 'II M ~pan iatSwM aaneiat~ 
• 

wtt~~ tile- ·a 
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Stat...,nt of Untied M d ea Senator G. w. lforrta , 
7ebruary ll, 1940 
Jor t.udiaie relaaaa. 

!be appointaent of a reoe1Tar tar tbt Associated Gas and Zlactrio 
C01!PU7 reprMomU tba and of a lcmg trail of financial oh1oana17 ud 
duplicitT• TIWJ o~y ia large and tv.-raaohing. Ita corporate 
structure aDd attlliationa are enraor41.nar11J' o.-plloatad, and 1U 
oontaot,s with probleu under the Bo141ne C~ Act are nUIIAiroua , 
intricate, IUl4 excaadln&lT l.Jiportant . ~andoua losses hne bean in­
curred by t bouanda of innat ore 11114er oiro--tu ces which IIU:e 111-
peratiTa the diligent innst1gat1on and prosecution ot clalu aaainet 
the otticera ot thia ocapany, it a directors , aDd all attlliated intar­
este . 

I:n the Boldln& Colqlany Act, Ccmgraea prortded that the Sa curl tiN 
aDd b;o~e Co..teaion _,. be appoin\ad by the court in oaaea ot thia 
lt1nd and giTc power to act ae tzuetee. The oon41 tiona eurroun41nC 
this raoa1Terah1p are eo nat and tar-raaching that it se- to M 
to be perfectly appel'Gt tbat in auch an intricate case the SEC abould 
be appointed omd sbould act ae auch reoai Tar. Investors ' loseaa 
should be protected and, it possible, recoTered, and sbould not be 
aggranted by juicy teas tor Jlllltiple truateae and la.,.ars . But if 
tbe SBC daoltnea to accept the truataaahip, public opinion d.ands 
a s ingle tl"lataaship which is ooapletely independent ot printa 
utilltT or ban!dng lntlueooe, which ia ~thetic with and underatanda 
t ba ocmgreaaional polloi .. eabodiad in the Bolding Ca.pany Act. 

I -. duabtounded to read in tbe n ... papere that an innatMnt 
benbr aDd a utility ~te were about to ba n81118d ae truataea in 
thia oaaa. I can bar4l7 believe tbeee reports. It seas to .. to 
be incredible tlat tba SIC, taa111ar with the prorta1ona of the ·&ld-
111& Cospen:f Act ud be Tine tbe r1&ht to be oonaul ted Oil tbt appoint­
aente, should aver oonaent to tba appointmant of t rustees hav1ng 
eyapathiea wit h the klnd or people they will undoubtedly ban t o 
pro a acute. It would oonatUuta a aboolting precedent. I haYe btre­
totore oritloised the c~aalOD. fl>r not haTing enforced tbe &ldinC 
Coll.pany Act 110re rtcoroualJ', and I belien it would be inexcuablJ' 
lax in Ua duty 1t U were to cona•t to the craatlOD. ot each a 
precedent. ~er faltbtUlly a banker or a ut111ty .-pate ai&)lt 
try to perto:aa h1a duty u t ruetee , neithn tbe innatora 110r tba 
publlc ~ baTe ooat14••• t llat tM,. would dillgent lJ' proaecut e 
olat.a aplnet t allow .MD~tan or f ellOw ut111t7 .apataa. 

AJ 
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54 
TREASURY DEPARTMENT 

I.NTER.OFFlCE COMMUNICATION 

I>ATK J'ebru.a17 15, 194o 

To Secretar.r Morgenthau 

FRO.. ~. Cochran CONFIDENTIAL 
The doWilVard ooYenent of tho aterl~ rate vaa checked toda,y after r .ach­

ing a low of 3.94-1/4 at the openi Uf; . During the morning, the rate reached a 
high of 3·95-1/2. The cloain8 ~uotation waa 3.95. 

Todny tho number of New York banks which r eport operations in sterling to 
the Jederal Reaerve Bank of New York was increased from four to six. 

Salea of spot sterling ·by t he au r epor t111f> bllllka t otaled :1;.639,000, from 
the f ollowing oources: 

117 co=ercial concerna •••••••••••••.••.•••.••...•.....• I. 216,000 
By foreign balllta (l!urope, Far Bast and South .America) •• I. 423,000 

Total ••••• I. 639,000 

Purchnaea of SJ?Ot aterl1ng amounted to ~.000, aa indicated below: 

!y can.mercial concern a •.. ••• . ••••• .•• • •........... . ..• • It 260.000 
By foreign banka (lurope, Far kat and South .America) • • I;. 149,000 

Total ••• • • :~;. 4o9,ooo 

'rhe foll~ reporting banko aold cotton billa t otalin& :1;.62 ,000 t o the 
!ritiah Control on the baaia of t he official rate of 4 .02-1/2: 

I. 41 ,000 by the Quaranty Truat Co. 
20,000 by the !&)lkera Truat Co, 
1 ,000 by the Chase National Bank 

I. 62,000 Total 

The other important currenciea cloaed as fol l owa: 

J'rench franca 
Ouildera 
Sviaa franca 
llelgaa 
Canadian dollara 

.0223-7/8 

. 5312-l/2 

. 2242-l/2 

. 1685 
13-5/8 ~ diacount 

There were no gold tranaaotiona conaUtllllated by ua toda7. 

The Federal Reserve Bank of Iew York reported that the :Bank of Cuad& 
ahippecl. $4,712,000 ill gold froa Tancounr, llrUhh Col.-bia, to the Je4eral 
RuerYa Bank, San J'ranchco, for account of the Bank of hglend , !hh gol4 
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'fill be sold t o the 11. S. Mint ill San hanolaco. '1'he ahipaent la the first 
of ita t7Pe to ban co10e t o OIU' attention. It la poaalble that the cold II8.T 

ba.,. been aent fro• Auatralia to V&JICOU'n!' and waa t!'allaahippe4 at that cU7. 

The State »-partment foNlU'ded to ua cablea atati~~& that the follO'IiJIC 
gold abipmenta were beiJIC ma4e fr0111 l!oJIC lCoJI&I 

$ 1,184,000 ahippe4 b7 the Cbaae l3alllt, l!oJIC IOJIC, t o the Cbaae Jl&tlollal Bank, 

San hanclaco. 

55 

617,000 repruenting two abipmenh b7 the Chartered Bank of I IIdia, .luatrali& 
aJI4 China, l!oJI& lCoJI& , to the l3aJilt of Cal1fo1'111a lf • .l. , San J'ranchco. 

475,000 repreeentiJI& two ahipmenta b7 the l!ax>.que :Belge pour l'll:traJ~&er , 

!!oil& Kong, to the l3aJilt of Aile !'lea If. T. & S • .1. , San ha~~chco . 

388,000 ahipped b7 the l!atiollal Cit;y l3aJilt of !few York , l!oJI& IOJI&, to the 

----:,-:::--- .Acer1C&II fruat Co~, San J'rancioco. 

$ 2,664,000 total 

These ahlpmenta will be sold to the U. s. Mint in San Jrancieco. 

The :Bomba;y quotation for epot allTar worked. out t o the equ1Talent of 

39.571. ~ about 5/l6 jl. 

The price fixed for apot allTe!' in LoDdon waa 20-3/44, oft l/164, aD4 the 
forward quotation vaa unch•nged at 20-3/44. The 11. S. equlTalenh were 36. 851 

and 36.63¢ rupectinl;y. 

l!and;y aJI4 Barman '• aD4 the frea8U!'7'• prlcea f or foreign allTer were 
unchanged at 34-3/~ and 351 reepect1nl;y. 

lie ma4e four purchaaea of ailnr totaling 157, 000 ounces undar the Sllnr 
Purchase .let, all of IObioh waa new pro4uot1on fror> foreign countries, for 
forward delinr;y, 

CONF\OENTIAL 
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Notes t or the Secretary ot t he Treasury on the 

British foreign exchange position 

l. In pre~oua communications between 

the two Treasuries there haa been no spacial mention 

ot the British Empire gold production. This point 

ia perbaps not very rele•ant t o the subjects which 

haTe so far been discussed between the Treasuries. 

But it may be ot interest to note that it ia 

estimated thet the sterling area (i.e. roughly the 

British Empire !!!.!!!!!! Canad.a, but plus Egypt and 

Iraq) will have a substantial adYersa balance not 

only with the United States but also wi th the rest 

ot the world, and that the adverse balance with the 

rest ot the world wi.ll exceed t he Empire's gold 

production. The balance has in tact been gravely 

attected not only by war purchasea, but also by a 

tall in exports, by rising prices ot imports 

(part icularly oll), and by greatly swollen paymenta 

to neutrals tor shipping, etc., which att ect both 

the United Kingdom and the raat ot the sterling area 

in their relatione with countries other than the 

Un1 ted States . 

2. We teal that we muat prepare tor a 

war which may last three years or eYen more, and the 

drain on our gold and f oreign exchange reecurces h 

bound to be on a strongly rialng acale. It ta.ku 

acae time for purohaaea ot IIUD.itiona, etc. , to make 

themaelYes telt. ~s manufacturing capacity 1n the 
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United IU.ngdom becomes more end more t'llllJ fllllployed, 

we shell haYe t o turn more to toreisn countries tor 

the additional purchases which will ineYitably be 

required by our expanding fighting forces . This 

will represent a double drain, becauee the purchases 

will not only increase in •olume, but also will haYe 

to be composed to an incre~sing extent ot manufactured 

goods rather than raw materials , owing to the 

exhaustion ot our own manufacturing capacity. 

3. Our realisable aaaets, Whether gold 

or securities, torm tor us e single pool , and it is 

not easy to formulate any exact policy as between the 

eale ot gold and the sale of securities. The 

eituation has changed in eome respecte eince the out-

break ot the war. In the tirst place we haYe 

realised that we cannot secure any adYances against 

our dollar securities, end that we can only obtain 

money trom them by outright sale, which requires more 

cautious handling. SecondlJ, our estimate ot our 

net dollar rectuirements t or purcheeea 1n the tirst 

rear ot war has already grown trom about £100 million 

to nearly £.140 million, and tresh proposals are 

constantly coming in. Thirdly, as we have already 

indicated, a number ot unexpected demands tor Unit ed 

states dollars have arisen. It 1a no longer 

possible to think t hat we could meet our requirements 

e•en 1n ths tirst year without heaYJ shipments ot gold. 

4 . The choioe between selliD8 gold and 

securities must, we teel, be determined lergelJ bJ 

practical considerations. rrom tirat to last the 
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one factor which is ot prim&rJ importance is the 

state ot t he United states stock market. On a good 

market we are happy to see s ecurities realised, and 

we would consider ourselves i ll-advised not to take 

advantage or it. On the ot her hand neither 

Oovernment wishes to see the market broken by unduly 

f orcing the pace. But it would be wholly remote 

from our i ntentions to rely at any t ime exclusively 

on gold unless there were the plai nes t evidence t hat 

securities could not be aold wi t hout ruining pricaa. 

~. As was indicated in the first sentence 

ot paragraph 5 or the Nota t or the Secretary of t he 

Treasury delivered on the 1st February, 1940, the 

soles ot gold and ot securitiae have kept vary olosa 

together up to dote. Wo should be well content it 

this sit uation were maintained over a period, and 

t his would be our general aim it and when securities 

are vested in Hi s MaJest y's Treasury. We should 

indeed be happy t o aae realisat i on maintained at 

about the November level of t l to l t million a day, 

t hough we reel doubtful whether the markets will be 

good enough for thia in the months ahead. 

& • But we would emphasize that our 

approach to the whole question ia practical rather 

than theoretical and that the atate ot the market 

muat remain the primary consideration. Day-to-dey 

salaa, whether ot gold or aaourities, should not be 

interpreted as signifying a.ny under lying change in 

our policy, which must remain flexible and adaptable 

it we era t o make t he beat usa of our limited reaourcea. 
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STRICTLY CON FID EN TIAL 
TREASURY DEPA RTMENT 

INTER.OFFICE COMMU NICA110N 

DATil lebru&r7 15, 1911b 

Secretary Korgentb&u 

Mr. OocbraD 

Kr. Chen dropped 1n to aae ae thh atterncon at 4130. He had Juat 
coae troa negptiatlng turther with Mr. l&rren Pieraon on the credit wbich 
the X:.port-Iaport :Bank plana to crant Oh1na aa aoon aa t he baDJc1a ~ital 
inereaae h ratitied b;v Congren. Kr. Chen eaid t he lou will be in the 
aum ot $3>,000, 000, tor eaTen yeara at 3.6~. It will be recalled that the 
credit now outetanding ia tor tiYe ;veara at 4-1/~. Aaainat the new credit 
the Chineee Go..ernment will undertake to 4el1nr ~.ooo tone ot tin, •alu.ed 
at $800.00 per ton, totaling $32,000,000. 

Mr. Chen atated that the queaUon ot the tungaten held in Inll.o-Ghia 
b;v the french baa net ,-et been aettled. '!he J'rench allege that it a part 
ot the tungaten ia rel•eed tor uport to the 11nlted Statea the AllfticaJ)a 
M7 perlli t ita reeJP<>rt into l!uaaiu or Geraan banda. Kr . Che1> a eked it 
the aolution ot thia would not be t or the .Aaerieu Oo•ernaent iteeU t o 
bU7 the tungaten. 

Mr. Chen atated that the J'rench were abaolute~ oppoaed to an;v ot the 
Chineae tungaten belng relaaaed to ltuaeia. The Britiah ware not oppoaed 
to auch r eleaae, but thia attitude helpa little when it ia recalled that 
the tungaten 1e 1n the banda ot the J'rench aDd not the Bri ti ah. Kr. Chen 
reainded ae that Ohia had been benetitil>g iaport&J>tl;v troa RuaaiU tiJ>U­
cial a .. ht&~>ee, conaht 1ng ot three credi h totaling $25(),000, 000, 
&411'inat wbich China had ben aupplying t•, tuDcaten aDd other coaaodiUea 
to ltuaaia. '!hia acre-nt will now be endangered it Ohi.D& CUJ>Ot aake 4e-
11Yery ot tungaten to the SoY1et OoYarnaent. 

Mr. Chen 1a quite happy o.,..r t he EJP<>rt-Iaport Banlc altair and will 
lean laahingto~> on Satur4a;v tor two or three 4a;va ot reat, He will be 
baol< i n l'aahi~~&ton next ,...,ll:, and hopea to haye an early con•ereation with 
the Secretary on the queation ot tungaten. 

59 

Regraded Uclassified



Februal')' 15, 1940. 

Jlr. Cushing, attorney tor Bank ot .blerica called 117 
otti ce this afternoon. I bad 117 Secretarr teil h1a that I 
was busy and would call h1a back. 

In the meantiae, I discussed the matter with llr. Foley 
and Kr. Ser-our as to wbether I should talk with Jlr. Cushing 
wbile the bearings on the Bank ot America are Ning carried on. 
We decided that I should talk to hia; make a record ot the 
conTersation and it he wanted a conference to tell h1lD that 
it would be impbssible to see him this week, as the Comptroller 
is out ot town; wouldn't be back until to110rrow eTening and 
probably not until Monday and that most ot the people 1n the 
Comptroller's ottice are busy with the hearing and, therefore, 
would not be aTailable. 

The following is the conTersation between ae and 
llr. Cushing, With Kr. Foley and llr, 88)'110111' present. 

Dauiel 
Boll: Hello . 

Oper a tor : Operator. 

B: Is J.!r. Cuehing on ther et 

4: 27 p. m. 

0 : No. Wait, do you want h im on t h1s phone? 

B: Yes, please . 

0: Wait a minute. 

(Brier pause . ) 

0 : Goahead , 

B: Hello. 
o.r.. 
Cuehing: Hello. Good eTening, Mr. Bell. 

B: Hello, Mr. Cusbing. 

0: I called up Mr. Delano's ottioe and find that he 
1e out ot t own and will not be back until late 
toaorrov eTen1ng. 
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B: !hat•e right. 

0: We ba't'e d.rArted up a memorandum here that ve oan 
present to the Committee it you are agreeable to 
get them together either tbie afternoon or tomorrow, 
and we think it w11l be helpful. 

61 

B: Well , I don't see bow we oan, Mr. Cushing, !lr. Delano 
being out or town; ••••• 

0: 

B: 

C: 

B: 

C: 

B: 

C: 

B: 

C: 

B: 

0: 

B: 

I see • 

••. •••• he probably won' t be here until tomorrow e't'en­
ing and probnbly won't be here until Monday, 

Is that eot 

\Tell , he mi ght eta'y up there o•er the weekend. That 
was What he thought when he lett ; he wasn't eure about 
1t, And then everybody ie pretty well tied up here 
in the Oomptroller•s o!!ioe •• •.••• 

Yes • 

•••• •• in connection with this bearing tbat 1 e going on, 
and I doubt it we could do anything about that before, 
s ay J.!onday, 

Well, would you suggest that we wait until t hent 

I think that would be better, 

I beg your pardont 

I t hink that would be better. 

Yes, 

And probably ought to get i n touch vi tb, eay Delano, 
on Monday, 

C: Yes, Yell, it you think t hat'e desirable we' ll do thAt, 

B: I do. I think it's much better. I don't think ve 
oan do anything else. 

• 
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C: Yes . 

B: Delano being out of town. 

C: Yes , Al l right , ·t hanlc you very r~uoh. 

9 : You 1 re l<~elco:ne . 

C: Goodbye . 
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SEcrEt~ of St~tE , 

7/::.shinston. 

395 , Ftbrunry 15 . 

FOR T,r::.Su:tY FRJU BUTTEH\/ORTll. 

G3 

PLI'.IN 

London 

D~tEd FEbrucry 15, 1940 

REo 1d 1 : 35 p . m. 

In vitrt of thE prtsmt tr:ms1t1oncl st:tgE of thE 

Srit1sh Economy it sEems worthnhilE to rE~ort tht ~riot 

movcmrnts just publishEd . •·/holts:-.lE priots 1n Jcmucry 

ros t by 2 1/2;' comparEd with :JEoEmbtr and by 27 1/2,; 

compcrEd \'li th J <.nu::.ry 1939, thE Boo.rd of Tr::.dE indtx 

numbErs for tht thrEE months bEing 123 . 8 , 120. 9 o.nd 97. 2 

DespitE tht TrEcsury subsidy of ovEr pounds 1 ,000,000 

pEr ~EEk \'lhol Es~lE food pricEs lest month incrEcstd by 

3%.cn thE prEvious month, thE indEx numbErs bEing 123,7 

end 120. 1 . ThE risE eomp~Ed t-:1 th Januo.ry 1939 \7htn thE 

indct w:::s 92o5 I'IC.S ~ 1/2'/.. 

In tht o~u of industri:tl IIIC.ttricls end n::nutcoturu 

thE ::dvmcl on tht month •:;cs 2.1~ c.nd th::.t on tbl yta.r 

2~. In4a tigurta I'IErE 123. o , 12lol and 99.6 

rtapEotivdJo 
Compcrtd 
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- 2- #395 , FEbru~ry 15 , from London , 

Compc.r Ed with :m311s t l r. s t thE i ncr E:'.S E 1n o.ll 

1·1hol ts..:lt !'ricEs wc.s 26 , 2)6. For food thE c.dv:-.ncE r1cs 

36.9~; for m::: tEri:ll s ::nd mc.nur~.cturEs it ,.,:::s 20. 9 ;, , ThE 

:.ugust in6.EX numbErS WErE 90 , 4 , 102 , 2 end 99, 1. 

DEtc.ilEd risEs comp~rEd 11i th DEcEmbEr 1939 erE : 

co:::l 5 , 5 }Oints , irc n end stEEl O, G points , non- fErrous 

rnEtr-.ls 3 . 5 points , wool 4 , 6 :>oints , e thEr tExtilEs 5 . 1 

points , chEDic~ls o.nd oils 3 , 2 pcintll . ThErE nr. s no 

ch:::ngE in thE c :::sE o f cotto n , thE 1nt1Ex figurE for which 

WC\S 122 . 4 . 

ThE risE fGr industric.l m-tEri~.l:l nnd mc.nuf::.cturts 

wc.o confi1~ td tc tllE f i rst r.nd third t: EC!l:s o f l c.st r.l( nth, 

JOID!SOU 

ETl.l 

;:., 
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Secretary of State , 

\Vashin. ton. 

379 , February 16, 4 p .m. 

PLAIN 

London 

Dated Pebruarj 16, 1040 

Rcc 1d 12:03 p . n . 

FOR T:lEASURY FROii BU'!'TEal'/OnTH. 

Altho\Jgh the period ;>rior to the close of the 

financial year at the end cf March is the heaviist one 

65 

the rate at which rtvenuE is no,·: coming 1n is EXCEEding 

both thE Treasury' a nnd the :uarlcet 1 s :9revious expectations. 

This l'EVtnuc inflow together wit!'! thE unEven inci dEnCE of 

treasury bill payments and maturities is mainly responsible 
thE 

for/turthcr lmmobil~zation of funds in the bands of public 

departments cs rcpr~scntcd by thE increase of nearly 

pounds 10 , 6 millions i n public deposits 1n this t'ftE!c ' s 

Bank of England statement . 

Or1ing to the action of the !lri t1sh r.1onctary authori t i cs 

1n purcbns1ng governmmt securities to thE cmount of 

pounds 4 . 3 milliona the effect of thi~ lock- up on markEt 

resources has been lessened . 7he difference of pounds 

6. 3 mi l l ions ~s been 'about equally divided b etween bankers 

and oth~r accounts . Thus bmUc cra dc;osits-- t hc bell w~thcr 

or tn:l.rkct credi t --arc only pounds 3 , 1 millions <101-m at the 

r easonabl e level or pounds 106. 5 millions . Currency notce 

wrnt 
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- 2- J37S, FEbru~y 16, 4 ; . m. , from London . 

wEnt into circul~.tion to thE incrEased extEnt of pounds 

530,000 l'lh ich i s azainot thE uaual trend, n yea r ego , for 

inotc.ncc , there being c reflux of almoat pounds 2 millions . 

IncidEnt~.lly taE l ::.tEot st:\ t iotic::-.1 aummary of the Bo.nk of 

England shoi':S t~t thE up170.rd movEmEnt 1n Estillul.tEci 

circulc. tion-- t!r.t is iu til£ h ::-.ndo of thE ecnrra l public-­

contlnucs . 

JOf!NSOll 

RR 

• 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

February 16, 191,0 

l® 'ORAliDUJ! FOR THE SEa!E'WII 

Concerning the question of tungsten and chrome raised by ~. Purvi.s 
at a recent meeting in your office, there 1& at present no balance of 
funds available uhder the 191,0 appropriation for critical and strategic 
:oaterials to purchase chromo or ~sten ore. 

P.owever, in the pending .lppropriation Bill $12, 500,000 1& provided 
for critical and s t rategic materials for the f iscal year 19/J., and 
there is at present in tho Bill a proviso that &2, 500, 000 of this 
a.oount 'l'lill be available upon the passage of the Bill. 

As soon a3 this legislation is disposed of immediate steps wtll be 
to.ken for the further purchase of critical and strategic materiale, 
and it is not improbable that some of the money provided 'l'lill be 
available for the purchase of chrol!'.e and tUl'lllsten ore, in T<hich event 
.lrlM<ili>te information w1ll be furnished Jou. 
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TREASURY DEPARTMENT 1(1/\68 
INTI:It..OF'F'ICI: COI\IIII\IIIUNICATION 

DAft lebraarJ 16, l91eo 

TO STRICTLY CONFIDENTIAL 
~... lfr. Ooobrall , I. t ., 

17pon appoilltunt, Mr. Pin-t, :rs.-1a1 Co-lor ot the BrUh~bq, cell ed on .. ,...ter4q ..... D1DC at 5 o1oloclt. lie pr .. ented to • for 
Secrotar:v'• atric\17 collf14ent1al lllforaUon tbo attacucl. Secret Io •• oa tu 
:BriUab loreiiJI J::mlla!!ge PoaiUon, clatecl. le'bruar:v 15, l,leo, whiob Mr. Pillaent 
bad preparecl. ~n illatruotlona raoaiTecl. froa hie Qoye~t nli .. ('CIOt to tu 
Yhit of the :Br1Uab .t.a)lauador with the Secretar:v on le'braar7 6. I ~cl. 
llr, PinaeAt for tbh -ru4ml, and tolcl. Ma that it 'IIOillcl. 'be broacl" to tu 
Secretary' • athuU oJl a a aoOJ> a a u reilii'Dacl.. 

lfr, Pinant talbd OYer two or three other poillh, S:a atahcl. that 
All'bauacl.or :S:IIIIJlecl.:v bad called oJl the :Br1Uab .t.a'baaoador thh welt ud the 
queatiou of naUJIC :Britiab omacl. dollar .. curiUea •• ralaacl. 'b7 llr, :S:OIUlaq. 
Lord Lot hi&ll let bia blow that the BriUeh will proceecl. ehortq with tu Yaat-
1J1C o! tu firat lot. .t.abauacl.or l:nJleq reaffiraecl. hie oa new that OD1T a 
.all lllaber of aecuriUea ahoulcl. be tabu oYer 'b7 tu Brlthh QonrDMDt aa 
the initial atop, but had little aore t o NiT ou the plu, lhlla PillaeDt faela 
tbat l:elllleci.J baa ateacl.iq ben OPPoaad to the pl&ll aa oric1D&ll7 coJlt~latecl. 
b;v IIeure, 1bigllaa ucl. Gifford., neither tba :BriUeh Jltbaaq ill thh o1t7 110r 
V.aara. lbict-u ucl. Gifforcl. on their return to 'lncJud, han Nell able to 
cou!irm that the BriUeh 4ela7 ill natiJlc NCV1Uea r .. a.ltecl. froa :S:.Uci.J'• 
ioflueue, Plunt tolcl.- that the fn ~· ill the liat ot -lUll 
wiUob will be natecl. on Sahr~ realt pr1Jlc1P&ll7 froa cl.1rtc!Ae4 datil. 
Pinaent baa 110t ,.., raclincl. the f1Jl&l text of the pr11a role& .. 'lllllob will be 
ctnn out 1Jl Loncl.oJl, pre-bl7 on Swl4q, in raprcl. to the YeaUDC. 

Ill COJlDOCUOA with tha ttlr111C arer of a.auriU11, Pluat tolcl. • that 
Gif!or cl. •• hart~~& cl.iff1oult7 with at 1-.t oae llll~~ ~ J.Mricu aacarlU11 
'llho o11110c1. 11, a. GcW~~r~~Mnt :toD4a, with a co lei. cla8e, whiob -turea 1a 1933 
prior to the Jolat B.eeoluUoJl ot CoJICrall, and *ich han uot ,.., 'beiJl tU­
mittecl. for pa;raat, !he holcl.er olal• 111114. ftlue, UUr ooanlUDC with ll7 
ool J.eacua ill the !rea111U7, I quotecl. to llr. Plu•t tha h» of the Joint 
Reeolutlon &Del tolcl. h1a that if the lloD4a ill tuaUoa ware w.11111Uecl. uow to 
the freaao>r7 the7 -u be paicl. oa a dollar t.r uu.r l!Nh. If • _. 
tonal atat-at h 1'6f[Cd.recl., either the Br1Ueh lllllaeq will aaD ta 1aq1airT 
in wrltlJIC a.4d.ra .. ecl. to the ftate ~t, or the bolcl.flr or the lloD4a will 
'be aci.Yhecl. \o C'. ntoate ill wrl\iJlc with iU frea111U7 ~-· 

I -uoae4 h Piu•t that tha traaeoript or tha Br1Ueh IIPeoial __ , 
ai the :h4eral J.eaern llaak 1a .... York aa .U _. .. tr ... the J'ratall ,..._ 
crip\, Be naiaci.M • that tba :rr..- ha4 ~eel oon.el&eraltlT 'Nj ' the 
:Br1Ueh 1a their parabaee procna 1a we -'1'7· l'l:nlltrMN, all :arut• 
JIVobaMa ill thh ~1'7 wn • ' ,..t beiJic _.. \•"• U. o-ieeloa Mllh4 'b7 Mr. Parrt.e, Pluea\ ... arecl. •• lwuoow, \!Ia' Parrie •• _,,.,,..Ide 
lfforh iowarcl.llartac a poa\.r ooatrol Wflr t11 paa htla, u4 a\ *t\ ... 
111 rapri tharain. I .._.."'- \o ~• ilia\ 11\Mr lit or I ....,.. atk lr. 
Puma for tlloe lated laforaailM • W. ,.lid ,.._ lloe •zl au~~ 
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TREASURY DEPARTMENT 69 
INTEit-OI<PlCE COMMUNICA110N 

DAft J'obr.,rT 16, 19llo . 

TO 

llr. Cochraa STRICTLY CONFIDENTIAl 
Oonraor BarrieoD ot tho~ .. ,..... llult ot h1r Tarlr: hlephoM4 • 

thh at\onooD at 31lro. He reterre4 to a -ar•Uoa w ha4 ha4 - MD\ho 
OCO 1D ropri \o tho lqpotheUoal quaUoa at baDlr: loau -.s.aat col4. Be 
.tata4 that he ha4 DOW been 1DtorM4 that a -bar baDlr: baa rece1To4 a oalllo­
gna tro• Oalo, 1Dqu1r1JIC & other a pr1Tate baalr: thoro co'lll.4 obta1a a thro._ 
7e&r lou ~nat gold aar~~&rlr:o4 1D •- Torlr:, I a uawor h "DT 1Dqll1q, 
Oovor110r Karrhoa 414 not lr:IIOw 'llho\har \he gold 1D quaUon 1101Jl.4 be C014 
which h 110• the proportT of tho Iorwogi&n Ceatral Banlr:. !he -bar bank h 
not wilUns to gin the loan -.1uat gold hol4 outai4e at tho 11n1te4 Stat ... 
Oo'l'eraor Karriaon thought that w Dill:ht protitalllT talr:e thh queaUon 1Dto 
conai4eration at thia tiDe, wbln there i a a crowinc concern OTor our 
acCUIIUlation ot gol4, He h ot tho opinion that ncb an operation aa that 
in queaiioa Dill:bt check \o a certaiD extent .tea ot col4 liT tonica ceatral 
banlr:a, That h, 1t priT&h banlr:a in thla cOUDtq oou14 .U. loau tor -.bich 
auch col4 h collateral, there wo'lll.d not be web a d1apoa1Uon or nacealitT 
to aell the gold to ua, 

QoTernor KarriaOD baa let the aeaber baalr: lr:now that under praeent 
practice tho operation 1n queation h iapo .. ible, Ii •• 'CIDderatood, hoW'­
enr, tbat he would loolr: turther into the •tter before the ~er banlr: 
cabled a replT to Ior•>'· He aalr:ed &ether tho -bar baalr: aho'lll.d torallT 
applT to the '!re&cm')' for a Ucenae or 'llhether w pretarre4 that he g1Ta a 
detW te repl7' to the -bar baalr: on which i h cable oo'lll.d be 'baaed, I 
proai .. d to talr:e thia •Uer 'QP 'QPOn tho Secretar,. ' a return, and to pn 
Governor Barriaon our riewa OA Konda;J 1t at al.l po .. ible, 
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' . 
PAlW'HRASI OF nLJmWl RICEIVID 

I'ROKI Alllerioan Eabass:r, Pari•, J'ranoe 

DATE: Februar;r 16, 19-iO, 7 p.m. 

JO,I 22o& 

J'OR THE 'l'RUSURY FROM MA'l'THEifS. 

To~ I had lunoh alone Yith Riet. I round hill 

somewhat preoooupied With what the eituation would be 

in Europe &rter the war, He reels that inrlation to an 

important degree is bound to come, despite all efrorte -

70 

in reoent weeks pricee, agricultural and others, have rieen 

notioeabl;r here; however they haYe published no nguree 

on thie for fear irreeietible demande r or increase• in 

wagee would come rrom the labor element. Rist believee 

t hat inrlation would be followed by an immediate collapee 

of prices upon cessation or the war, which would be eomewh&t 

in proportion to the length of the war and the r h;rthll or 
output. 

END SIC'l'IOJ ONI. 

~. 
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PABAl'BRA81, SIO!IOI 'l'VO, m.IORAX lfO. 22• OF nBRtw\Y 15, 
194.0 rBOX PA!U8 

He sud Europe would not be able to purchase b-oa the 

United Statu, it would be illlponrillhed. A d8111&nd tor 

.A.aer1oan goods was created following the last war Y1 th 

the deTutat1on ot France and Belg1ua, and the need ot 

a rehabilitation. 'l'h1s will be lacking, in the absenoe ot 

a similar devastation in this war to date at a111 rate. 

'l'he etteot ot abr~t cessation ot purchases b7 the Allies 

and the drop in prioee he teels will b e ve17 eer1oue tor 

the eoonoa, ot the United States u well. '!'here is a 

strong poasibili tr, he tears, that atter the present war 

the world will be divided into three or more autarohio 

regions, namelf 1 ( 1) l'ranoe 1 Belgium, Holland and England; 

( 2) Ge1'111a.D.1 and central and eutern Europe; ( 3) the two 

.A.aeriou; and poseibl7 the Far East would torm another. 

MURPHY • 

• 
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P.AJ\APHBAS, BC\'IOIS '1"BRD ABD JOua, m.IGIW' 10. ez• 
OJ J'IBJ\U.ARY 18 J'BOX PARIS . 

Be teele that theee eeparate autarchic regione 

would inherit the great natural dra'll'baolte 11h1ch are 

neoeeaarilT inh~ent in IUOh ey1tem1 , and which lOY thl 

eeeda ot eer1oue d1ecord, political and economic, tor 

the tuture. 

He expreaaed the hope that ae a possible vay to 

72 

a't'oid th1e atter the war there could be pro..pt de,.aluat1on 

ot the currency; he ea1d that th1e alone would pera1t 

return t o the gold atandard on a aound and laati.ng baeie • 

.ltter the laet war it took JI&D1 :yeare to dnalue the 

ourrenoy, but he said it might be poeeible to do thie 

immediately atter the preaent war, a1 the world i1 more 

devaluation- oonscioua nov. He Yal quite poaiti't'e in aaying 

that there would ha't'e to be a return to a tree gold 

atandard it international trade b enr aga1n reallr to 

tlouriah. Suoh return to t he gold etandard ~t be 

parmi tted by a epeed:y de't'aluat1on, and thue the polt-war 

e't'ill or the tvent1u a't'oided. He eaid that part ot the 

cauee ot the latter lay in the ettorte to maintain t1ot1tioue 

currency valuee in Europe, which drove gold to the United 

Statee and away trom the continent ot Europe. He said 

that it wae noneenee tor the Britieh to ha't'e •eetored the 

gold etandard in 1926, in 't'iiY ot t heir inadequate atoclte 

Ot gold, and 1t Ya1 jaat ae a110h noneenee to lpiU nov 

ot a eterling etaa4art. 
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R1et expreeee4 the belief that 4eYalaation woul4 

permit, if not a re4ietr1butioa of aol4, at leaet a aore 

ut!efaotorr cU.etribution of n~ a1ne4 pld, wUh 

Parle and London tunot1oa1ng ae pld oentere onoe aore. 

He did not aention the obYioue eoonoaio or political 

reperoussione upon the United Btatse of deYaluation of 

ourrsnoy in Europe. 

R1st t1nde that the tun.ctionlng of the Xonnel plan 

73 

tor cooperation between Prance and Great Brita1D ie growlal 

smoother and .. oother, and he ie pleaeed Y1th it. 

END sBC'tiONB '1'HR!Z AND rotm. 
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P.ARAPBRASI, 9CfiOI8 nVI, BIX AlfD BlVD. 10. 224 
or J'IBRUARY 18 nox PARia. 

He eaid that the Per-anent ExeoutiTe Co.attteee 

74 

are ot uae in holding down the liungt'T deii&Dde tor purohaa .. 

ot euppliee ooming from ambitioue or OTer-zealoue minietere. 

HoweTer, in financial oirolee here he tinde inoreaeing 

anxiety oYer the growing rate ot expendi turee, particular~ 

tor purohaeee abroad. Reference: telegru lo. 1811 ot 

Februa~T 8 troa the Ellba .. y. He would like to eee a eyetem 

ot rationing instituted soon, both tor ite 1-.ocial aepeote• 

and i n order to reduce ooneuaption, He doee not l ike the 

etteot on morale ot growing discontent because rich or 

taTored persons can buy and hoard quantities ot euppliee 

ot euch thinge ae soap and oottee , tor example, When the 

poor or leee taTored people are not eo much in a position 

to get such iteme. 

Ae tor the probleae of hie Xin1etrr ot Blockade, he 

said that their Bri tieh tr1ende unfortunate~ go on deluding 

t hemeelTee that by the u .. ot eoonoa1o preeeure they oan 

win the war in the long run, wh1oh vae a eer1oue a1etake 

in hie mind. R1et doee not think the war can be von aere~ 

by exero1e1ng the blockade oTer a number ot year• and vearinc 

GeN&IIJ down - he said the renree a1ght nentuall7 oou 

about, v1th an aot1Te and euooe .. tul German O&JIPaign b)' 

eubaar1ne an4 by air, and with tb8 poee1ble dnelopaent of 

Ru .. ian traneport and 1ndutl7 by Gera&D)'. Jle ea14 that 

a T1oto17 by the allU&rJ 18 UJIII&rJ. On fuedaJ eTin1JlC 
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at _, house Couve de XurYille eXPounded the same view to 

the Britieh Financial Counselor; the thecrr of the effective­

nee• of the blockade wae upheld by Young. 

Reference, telegram No. 180 of Februarr 6 troa the 

Embaeey: During the period Januarr 16-31 deposita in national 

(postal) savings banks were 3615,000,000 trance, and 

207,000,000 trance were withdrawn. 'rhl.s picture 1a somewhat 

lees favorable than it wae for the two weeks preceding. 

The 1111-d-month settlement on the securities -rket 

was effected yesterday without difficulty. The carry-over 

rate was 3/8 percent compared with 7/8 percent a month ago, 

and 1/2 percent at the end of last month. 

Today the market ended another dull week With the 

tone slightly firmer. There was an advance of from 10 to 

715 centimes in rentes, except f or the 19215 ete.rllng exchange 

guarantee iuue, llhlch wae down al1gbtly. 

It 1e reported by the Havas news agency that the 

new Dutch loan wlll be f or a period of 40 years in the 

amount of 300,000,000 florins . It is to be issued a' 

100 with interest at 4 per cent, subscriptions to open the 

twenty- sixth of Februarr. ' 
END or HESSlGI. 

XORPHY. I 

EA:LW 
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TREASURY DEPARTMENT 

WASH IN~ 

In nsard to oloa1J1C aczo-~a lUidor \lw Vbeo ... rr-11 
.&.o~, tho donlop~eata 4ur1Jls tbo -• wro aa ton ... , 

J.~ tho requoa~ ot tho oon~tor, a oontorenoo aa bel4 on 
February 16, 1940, reporl of wtdoh baa bee rendore4, an4 tbo 
oontraotor will tile a le~r wi~b tho C~aa1-r 1A r~ 
to a deaire4 ruliJls. !be -~r 1a aen~1one4 1A tbia reporl tor 
~ho r .. oon that cmo proapeot1To Wa~ ooatraot a.....s.d Jli.t.alo 
(tor u.or plaw) baa DOt yot be• aipedJ howwYor, tho oon­
traotor baa not raho4 a quoation of a&...-nt prior to aipbr; 
an4 auoh potential1~ h do~t at the-n~. 

J. OODt-• aa held on Febl'll&r'y lt, 1940, reporl of whiob 
baa bee rea4ore4, ea4 tbo eon~ will tile a requeat tor a 
oloaiJls aero 1Dt par.-1> to Pr .. a ReloaM Jlo. 18-TI 1A r~ 
to tbe t .... t.ont of the ooa~ ot a4d.1U~ tao111tiu require4 
tor a proa~bo Ia~ oCIIIl~. Bide aro to bo opoaod on 
FebruaJ7 Zl, 1940, and. Ia~ h requiriJIC aooolera~ prodao1<1CIIIl• 
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TREASURY DEPARTMENT 94 

INTK .. o.QI'FICK COMMUNICATION 

DATil J'ebl"UZ';y 16, 19110 

TO Secretary Morcethtlll 

Mr. Cochran CONFIDE N TIAL 
.U t hoU&!> the foreip exehaoce IUZ'lcet hs4 the trppear&DCe of beiag quiet 

toc!a.Y , t he reported Tolume of eterling traneaetione wu ueater than that of 
yeeterd~. .LI ehown below, there wu a large uount of e t erling offered for 
account of South .Alneriean and luropean ba.nlce. fbe J'ederel Reeern :Buk infol"lled 
ua that t he greater part of theee offeringe was abeorbed b;y Jlew York branch•• of 
Jllpaneu banka. After openiag at 3 · 9'5-1/2 bid, eterlinc adnneed to a high of 
J .96-l/8 by mid-afternoon and eloeed at 3·95-7/S. 

Salee of epot a terliag by the aix reportin& banlc1 and the Federal ReeerTe 
:Senk of llew York toWed ' 789 ,000, from the followiuc aoureee: 

By commercial coucern•••• •• • •• ••••• ••••••••• • ••••• • •••• 209, 000 
:S;y foreip banka ( South America and luropa) • • • • • • • • ••• l;. 530, 000 
:S;y Federal ReaerTe Bank of Hew York (for TucoelaTia) ,,l;. ~0,000 

To tel,. . .. • 19,ooo 

Purchases of spot aterlin& amounted to '501,000 , aa indicated below1 

~Y commercial concerne • •• •••• • •• ••• •• • • •• •••• ••••••• • . * 232,000 
By foreign banlca (Far E&at, lurope and South .beriee) , l;. 26{ ,000 

ToW .. .. ·' 50 ,000 

!be followi n& reportiuc banka aold cotton billa toteliuc 1;.24 ,000 to the 
:Sritiah Control on the beaia of t he official rate o! 4 . 02- 1/2. 

' 11,000 by the Oo.arant;y 'l'ruet Co . 
S, OOO by the National City Bank 
¢ ,000 b;y the Bankera 'l'ruat Co , 

' 2 • 000 Total 

The l'ederal Reaern BNilc of New York purchaaed 50, 000 Slri .. france , 30,000 
guildera and 20,000 belgaa for the Bank of LatTia, 

'!he other important eurrenc1ee eloaed u followa1 

J'rench frt111ca 
Oo.ildere 
lhrhe franca 
:S.lgaa 
Canadian dollar• 

.0224-3/S 

.5310 

. 22"42-1/2 

.1682 
l3-l/2f. 4hcount 
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ve purcbued the follov1.J1« &J!IOunta of cold fro• the ear..-kecl. aceounto of 
t he be.nko indieatecl.l 

$10,000,000 from the Bank of l'rNICe 
175,000 from the l1at1onal Bank of Belgium 

$10,1]5,000 Total 

95 

The State Departlllflnt forwarded to ua a cable etating that the Weatm1nater 
Bonk, London, ahipp ed $105,000 in gold to the Oentrnl Hanover Bank and Tru1t Co , , 
!lev York , for oule to the 11, S, A888¥ Office. 

The Bomb&¥ quotation for epot silver vae equivalent to 39.37¢, off 3/16¢. 

In London, the price fixed for apo t oiher vaa unchanged at 20-3/44, and 
the forwnd q,uotaUon vaa 20-11/16cl. , off l/16d. 'l'he U. S, equivalents were 
36.92~ elld 36,59~ reopecthely, 

l!alldy and Harman' • price for foreign ailnr vaa unchanged at 34-3/4¢. '!'he 
'i'reraur)''a price vaa also unchanged at 35~ · 

We made five yurchaaea of silver totaling 256,000 ouncea under the Silver 
Purchaae Act, all of which v && new production from foreign countriea, for forward 
delivery. 

coNFlDENTlAL 
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DEPARTMENT OF STATE 
WASH INGTON 

r ebruary 17, 1940. 

The Secret ary of State presents his compli ments 

to t he Honorable the Secretary of the Treasury and 

encloses a copy of a paraphrase of telegram no . 63 

from the American Embassy a t R1o de Janei ro , dated 

February 16, 1940, with ref erence to Brazilian bonds. 

Enoloeure: 

J'rom R1o de Janeiro , 
no. 63, February 16J 
1940. 
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PABAPHBAB or '!'ELI<JIW( BICIIlZD 

J'BOK: Amerioan bbuar, 1l1o de Janeiro 

110. : ~ 

IIATI: rebruary 16, 1940 

I TRIO'l'LY OONJ'IDZNTUL 

Reterenoe is made to •r telegram no. 60 ot 

rebruary 1•. I do not like the suggestion made br 

.Aranha which 11 set torth i n that telegram. On 

identical loans the intereet ratee which would be paid 

in the tirst year to American and British bondholders, 

reapeotively, would be as tollowe: 2 and 2. & in Grade 

I; 2.9 and 3.& in Grade II; 1.•• and 1.14 in Grade III; 

1.1& and .a, Grade VI, ltate ot Sio Paulo 8-peroent 

loan; .9 and .e in Grade VII. 

Under t he plan baaed on the laat rear ot the 

.Aranha plan we would reoeiTe t67&,ooo 110re than we 

would reoei Ta under the Oo8ta plan. HovaTer, it a1ght 

be d1ttioult to make the eituation olear to our publio: 

· It would be neceuarr to make the publ1o underetand 

that parment to United 8tatee bondholders wae being aade 

on the baeie ot 41.26 percent plue ot the .Aranha plan'• 

tiDal rear, vhile p87Jlent to European bondholders vu 

being aade at the rate ot 150 peroent ot the whole Aranha 

plan, with t1ret-rear paJ11enh aada at the rate ot 

150 

• 
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eo peroent ot tbat pl&D'• t1r•t rear. It 11 a, op1D1on 

tbat to the pre .. aD4 the publ1o the hJ.-.1 gr&Dtld to 

the brope&D bondholder• a1pt 10Wid better. 

'l'hU aorn1ng Aranha offered &BOther pl&D. !h11 

would prortde tbat during the tour r•ar• ot the new pl.n 

intereet and amortization tor Grade• I and II would be 

paid at eo peroent and 40 percent, reepeotiTelr, ot the 

ratee prortded under the laet rear of t he Aranha plan, 

and that during the reepect1Te tour euooeee1Te reare of 

the new plan 1ntereet tor Gradel III to VII, 1nclueiTe, 

would be paid at 40 peroent, 41 peroent, 43 percent and 

eo percent of the ratee of t he lut ;rear ot the Aranha 

plan. 

Under th11 plan we would get aore moner tban ullder 

an;r ot the other plane llhioh ban been d1ecueeed; 1 t 1e 

obrtoue tbat th11 plan would coet the Bruillan <Jonrn­

ment oone1derabl;r aore than anr of the other plan•. 

11noe final acticn Will baTe to be taken Ter;r e~on 
I ' 

to aTo1d Ooeta1e being prortdld With an exouee for 4ela;r-

iag the oarr;rt~JS-out ot the new pl.n beron4 Apdl 1, 
' 

Vben the ela1-annual coupon on ~~&nr .Amer1o.n boll41 fal,ll 

due, I etl'Onsl7 re001111end tbat the Depar ... nt l.lt •• 
--: -

ban a pro111pt elltpre .. 1on ot 1t1 op1n1on. - ~ 

lAIII 
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SUBJICTI Tolue ot lla~wlala !rauporW 
O.V the :llar-.l'luulu 111cbwi!T. 

fBI li>IK'R'!Ii& 

Y.ASlllllQil'ON, D. O, 

SIR I 

I han the honor ~refer t o thh Couula~•'• collt14utlal 4 .. patoh 

llo. 223 of Septeabar 22, 1939, entitled 'Traneporta•oa. ot Haterlala 

Onr the Bur--l'u.Juum lllpaT1 • Sla.ee the date ot the aubai .. l on ot that 

deepateh the Bazl&oon contractor retarre4 ~ therein hu cont1111l84 ~ 

tranepor t a111taey wppllu by truck troa the railhead at Luhlo ~ 

4epoh aero•• tha Ohla. .. e 11or4er. .Utboucb earlier ln the :vear be 

carrlad materlala ~ llanc8hlh aD4 eftA u tar u Pao-ahan c!urlll& JuRe u4 

July, be hu operated only betveu Luhlo aD4 Ohetaac ah1ee the ead of 

Sept .. l>ar, 1939, vhu .. ~r truck aerTie .. ot thaOhln••• Oon~t are 

UDdara~o4 ~ haTe raa-.4 ~he excludn trauporiation of war -ter-
' 

iala onr tha hlcbvaT veat ot ~ai>.C· 

'l'ha following table show the Dl>.llber ot 1R41T14ual. ~-tripe 

made b)' ~he nhlcl .. ot the JlaA&oon coa.trac~r troa Luhlo ~ 

Yarioua 4epoh 1n Ch.1na c!urlnc each aoa.th a1Dce hh fleet co­

aencad cpera\lona 1n ~be laUar part ot J'ebruary 1939, vban 

99 

Regraded Uclassified



100 
- 2-

tbe bipwq - opeu4 to tratflc, 1UltU .JA11UAZ'7 15, 19llo. I--ch u 

each truclr: la UD4erotoo4 to han been flllo4 to 1 h two-ton c~paclty, bv.t 

110t onrlo8414, tho D'llllbor of tou carrll4 ~~q bo CCIIplltocl b7 .u.lUp~lDC 

tbe 111111ber of tripe by two. .U tho'IICh eo .. elicbt dltferencoe ~ppov ill 

tbeeo fl&Ul'e• aD4 tbo .. repcriecl prnioual)', h h bel1eT14 tbat tho etaUo-

Uee 1D t he folloviJIC table are accnrate, 

Luhlo- Luhlo - Luhlo-
Chofan.~: llaanhlh Paoohall 

'l'ripo !2.!!!. 'l'rlp• .!2!!.. 'l'rlpo !2!! 
J'ebruary 2~ -.s (»one) (»cu) 
March 513 1,026 (»one) (!lone) 
jpril 983 1,966 32 ~ (lloiiAI) 
May 867 1, .,y. (lio~~e) (~u) 
June ~9 918 97 ~~ ~1 S2 
JvJJ" 1~~ 78 70 168 336 
~·t 294 231 462 (lione) 
Septuber 180 360 57 114 (liono} 
October 569 1;138 (lione) (!lone) 
No•ember S56 1, 712 (!lone) (!lone) 
December 1,01~ 2,028 (lione) (None) 
JIIIIW'Y 1 
to 15, 19llo _.12( ~ (Iou) (Jione) --- - -

total 6,oll9 12.098 -2!!1 ...m 209 •us 

fo tal rou4.-
trip •11•-ce 1,633.230 160,710 122,274 

The &boTe f1cure• ehow that, 1n tbe coureo of 6, 745 t~trlpe .,.r 

a total roUDd- trlp 41otanco of 1,916,214 ailee, 13,490 tone of e~lloe 

vore carrie fro• Luhlo into China betv.e tho latter pert of J'obrur)', 

1939. aD4 J-.7 15, 194<>, 'b7 t he .llacooa. coa.tractor1o truck tl11t, 

vhlcb coa.oUtutod tile prillcipal trauport.aUon 1Ulit operaUJIC onr 

t~ border 4ur1Z~C that p erlo4. .Ut boueb thoeo 1111ppl1oo ccnoh h 4 

chiefly of .aD!tloa.e, tho7 1ncla.4e4 eoao quantltloe ot•ca-ol 1u 

a114 a1ecoUn-.e pro4uch, ncb aa ccnotrllctioa 

-m••ll 
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~~&teriala. la a.clc11 Uoa to the 111ppllee traaaportecl 'b;r t.hla fleet, 

1114teriala were haulecl at irrep.lar interrala a a conditione warranted 'b;r 

1 INIIber o! 1lldepe114ent contractora operaU~~g a truolt or wo each, I\ h 

ro~ .. u .. tecl that thue ccntractora carrlecl about 2,000 tone o! 

.,.terial• be tween the latter part o! 7e'brw.r;r lllc1 the encl o! Jla:r, 1939, 

vhan 1t0at o! thea clleeontlnuacl operatlona, bacauae the uount o! tra!flc 

0.,.r the higbvaJr c114 llOt varrant their eerrlcea. 'lhe:r haul.ecl -ll 

quanti Uea duri~~g June and Jul;r and. are unclaratoocl practleall:r to haTI 

eea .. d operation durl~~g Au«uat and. aoet o! Septellber, when claaace to 

the aurfae• o! the road. clurl~~g the ra1ll;r -•on creat~ 1Jipec1ec1 tranaport 

101 

.. rricea. In the !all tha;r are underatoocl to haTI re-el the carr1.a&e o! 

auppllu on a U.111 tecl ecale at inegul.ar interrala, but ataUaUca rela'­

inc to the quanti Uea t.he;r tran~portec1 clurl~~g the t periocl are not aYailable, 

All out the m1c1clle of December, when the voluae of goocla a to reel a t Laahlo 

juetlflecl the uae of aclc11 Uonal truclta, the:r increa .. cl their aervicea anc1 

are reported. to have aac1e an aven&e at twnt:r truclr.-trlpa a c1a:r 011.t o! 

Laahlo froa Deeeabar 15, 1939, to Jamaa.r:r, 19110. Calculatillg upoa a 

buh of an anrat;e load of two tona a trip, it h eat~wcl that tba;r 

tranaported appro:d .. te~ 1,200 tone o! auppliu into Ohina between thoee 

datil . H h regnttecl that exact fiPH• relatlnc to qnanUUea caniecl 

b:r the 1lld.apenclent ooatraotore are DOt aYailable, but U h hoped. that 

the toracoi~~g table anc1 etathtlce u;r provicle an inc11catloa of the vo~ 

of tra!fic onr the higllw~ at 'ftrloua perlocle elllce it wee opel*l. 

'!be •to~ clepoh at Laahio are reportecl to be !Ulecl to 

capaeit;r, and trueport aervioea are 1Uicleretood to be operaU~~g over the 

borcler vi th frequenc;r anc1 J'ICII}arlt;r. n h 'believecl that there will 

coats.-
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to ba coad~rable traffic oa \ha hi~ 1a \he aev tv.tan, 

Du.rtac the 4rT .. ....,. \he road h reporWd \.o han beoo• 

very roup aad unann, parUculvlT 1a tile aaoUon J'IU!nl "« \hroQch 

Buren. In aoM .. ouona in China bea"7 atone• han bean placM on 

the highw47 in order to Ulpron \ha fou.JidAUon, U h axpeo\ed, ho¥­

ner, that the aurtace vill ba in -ch bat\er condUioa durin« \.be 

ne:rt ra1a;r .. aaoa than it vaa in \ha l.aet, 

Diotribution: 

l!aapactt'ull7 J Oura, 

.Anatia C. BradJ , 
Aaeri~ Coa.ul , 

1, In quintuplicate to Deparbant, 
2. CopJ to Aaerican E~aaq, London. 
J , CopJ to .Aioerican EsbaiaJ, Chnn&ldD«• 
4, CopJ to Aaarlcan Con.,al.a\.8 Ge,..ral, Calcutta, 
5· CopJ to Aaarlcan Conlllll.a\.e, Tllllll&Dtv., 

800 
I!IP/ep 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATE February 16, 194o 

TO Secretary Worgentbau 

,ROM lJ.r. Cochran STR ICT ~ Y CONFIDEN TIAL 

At 10 o'~loc~ thia corning ~. Livesey called ae fro~ the State Depart­
cent . Be said that secretary Bull desired to kno" the situation rith rupect 
to the silver ~rket. I told Livesey that our purchases of silver had been 
r:-ther heavy on two <lays l.Aat week follolrlng the &nnouncement that t he 
Sub- committee of the Senate '""" workine; on a bill to prohibit purch.aaea of 
foreign silver by this Governoent. I added that t he purchases had become 
liGhter this week , particularly after wor d had been given out that the Silver 
=•mmi ttee in the Senate would take no action on the SQb-coamittee•a r eport 
pendiDg receipt of at.at~ents fro:> the Depa:-t menta of St-ate and TreaiUl'y. I 
eJt)4ined t o Livesey that the ! reasury price or 351 was being r egularly paid 
and that thi s was the level established lAst June. I also exp41ned to hi~ 
ti:e !!ancl,y :ud Earaan rate of ) II 3/11. I n answer to his inq•~irJ in reprd t o 
the London car~et , I exolo ined that silver could only be imported there 
under license and that I was not aware of an:r ailver haviDg been ehipoed 
!ro~ this country to London aubsequent to the placing of the silver embarao 
by t~e British last Autwun, I likewise e~lainod the Indian situation. I 
gave Livesey the top and bottom quoted for silver in London from February 1 
to :!'ebrunry 16. 

I naked Livesey 1f he knew just why this inforcat ion ms requeotec!., He 
aAH t!>nt Feis bad asked him to get it s ince Secretary Hull had r eceived an 
ur·ent re~~est froc Senat or Townsend therefor. I tol d Livesey that i t wao 
our un~erstanding that the SilTer Co~ttee ezpeeted to hear fro~ both 
Seeret!U'y Hull and Seerotar;t lo[orgentbau, and tha t we were busy here ge ttiag 
~to to~ther fo:- S~ereta~; ~rgenthau' a return on Uonday. 1 r~ated the 
strong desirability of the two Secretaries conferring. Livesey aeeced to 
feel , h~~er , that his Department aight go aheed and indicate the 
int er national relationo factors which entered into this question, 

~ ~ f· ' . - /?1,._ ~41v>ro-.!.'l 

~ 
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ra'bi'UI'J' 16, 191!o 
104 

fol !ba Seorete17 

rroa: Kr, Bell 

SUJ!Plnenttn& Mr. CoohreD 1e attached a_,randu of ra'br'llal')' 16, 

19110, I bad a telephone call !roa llr. IIQuan about 101 JO ~)(. ~ 

ad.T111n& - that Secret.,. 111111 bad recehed a telephone call !roa 

Senator !oomaend, iD which be ul<e4 the Secretary hie •ten re&ardin& 

the !ooma""d Bill - to prohibi t further purehuaa of !oreicn ather -

an4 the Seeret&r7 wanted to raplr that eo tar aa the ~oretcn pOliCT 

ot the State Departaent ia oonoer~>e4 there 11 no reaaoD w~ the 'bill 

abould not p .. e. ID d1aeuaa1n& thta aatter iD hta o!!toe, the Secretar,r 

conferred with UDder Secretary Welle• who told the Secretary of ay 

conYer aatioD with hia earlier iD the week, durin« which I ad.Yiae4 ht.a 

that I bad talked with the Pr .. id""t about t he aatter and 1t wu the 

Preaident'e Yiewe that the le!ialation ehould not co through at thta 

u .. t or re .. ona which are etated in ay recor4e4 CODYera&tlona with 

Senatore Barkle7 aDd Wesner. I told llr. Dua:an that I t~t the 

Secretary ahould eay to Senator Towneend that it ie hia underetandin& 

froa re.a41ng Prall reporh t hllt the Saute Coaait\ae will ul< 'both the 

Secretary of State and the Secreter7 of the !re&oury !or their T1ewa 011 

the Townoend Bill an4 the two Depart.,anh are now etud:rin& the ... tier 

and will be prepared to au'-1 t a report wtthtll the nezt 1fMit or tu daT•· 

He laid he would a&atn talk wi th the Seorat&r7 aD4 call ae baclr;, 

In about tan atnutee he did call back and ateted the Secretary 

had. decided to, M1 to Seutor 7owl>eu4 that while the aubJeet -

priaarilr one t or the !reuuJ7 Depertaent he felt that the two DapartaeDh 

ehould &•t topther and dheuea the whole n'bJeot o! !oreicn eilYer 

purehaaee and he '110'1114 ad.Yiee the Seut• attar thooe oonhraaoaa. 
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J!U>JI: Allerioan .. buer, IU.o de Janeiro, Brazll 
DATI: rebrual'7 1'7, 19.0, noon 
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Reference ie Mde to telecru of rebruaJ'7 1e, lo. 8:5, 
froa the bbaaer . 

In another dieouae1on l&et ..,en111g with regard to 
h11 laet 1ugge1tion for a eettle .. nt of the debt, Aranha 
ea14 po•itiYelf that if we !aYe no obJection to it the 
GoYernaent of Brazil il def initel1 willing to go throllgh 
with it. 

If we will a11ent to it, Aranha Bald that the Brazilian 
GoYernaent would eillplf aalte an announoea1nt that th11 had 
reaohed a final deoision to u1e that b&Bil for re1ua1Dg 
senioe on the debt. 

It il ar opinion that th11 offer of the Brazilian 
Go•ernment is ae good as any that oould be 11oured froa 
th•• Just now. 

OAJIIRl • 

ll:LW 

.... 
e 

r 
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DEPARTMENT OF STATE 
WASHINGTON 

In reply ra~ar to 
7A 811.515 Gold Purchaae/ 158 7ebruary 17,1940. 

The Secretary of State presents his compliments 

to the Honorable the Seoretary ot the Treasury and 

transmits the enclosed communication t or oonaidera-

tion and auoh action as may be required. 

2-A 

Attention: Mr. H. Merle Cochran, 
Room 281, Treasury Building. 

I ., 
-

• 

• 
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ft .... ..A. 1!0 
2- , 17- '"'0 

Mr. Xrock has questioned the oonolueione drawn from Mr. 

Krock ' s own article by Senator Norrie in hie letter to Chairman 

Fronk of t he Securities and Exchange Oomm1ss1on that a group of 

i nFi dere '!Ot together to put over lfr. Hanes as trustee of 

Associ ated Gas and Electric before the bankruptcy proceedings 

llere t'1led . Hr . Xrock can do 11 ttle better than suggest that 

the bankruptcy proceedings preceded the deal. But even t hat 

doPe not see~ to be the oaee. 

~!r . Krock s tated in hie article thnt the holders of the 

asse t s and liabilities of Associated 'decided in a series of 

infernal meetings that their choice for trustee was Yr. Ranee.• 

The Associated filed its net1tion in bankruptcy on January 

10 at Utica, New York. Senator Norrie hae 1nou1red of the 

Treasury when }!r. Hanes d1eouseed with Secretary Morgenthau 

the ~atter of •:r. Hanes • accept1n~ t he trusteeship of Aeeooiated, 

and has been r eliably inforMed t hat the matter wae d1eoueeed 

between Secretary ~orgenthau and ~lr . Hanes on January 11. The 

Seoretnr:v of the Treasur y cannot recall Whether the matter waa 

or was not earlier d1eoussed. But 1t iS clear that if before 

January 11 the holders of the assets and liab111tiee or Associated 

had already had a series or informal meet1n'!e to dieouse t heir 

choice for trustee , had already decided on Ur. Hanes, and had 

already oo"L.,unicated their choice to Hr . Hanes , the groupe pro­

oot1ng llr. Ranes certainly must have been at work prior to 

January 10, the date or the bankru~toy nrooeedinge . Certainly 

all theee things occurred long prior to the tranarer or the oaee 

to the Southern Dietrict or !few York. 
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I t is difficult therefore to understanl! <r. Krock ' s state­

ment in reply to Senntor ~orris' letter, that the chronological 

order wps : "first oa~P the bankruntoy proceed1nga, t hen the 

su=eetlons and endorsementa of '!r. Hanes as truetee , then hie 

vl81t to "r. l!or~~:enthnu t o determine if t he Secretary objected , 

t hen the public representa tion t o the court by Mr. CumMings 

and others. • 

But the amazinoo t h ing about this later statement of '!r. 

Krock's ie hie candid admission t hat •·r. i'anes ' name vas pre­

sented t o the court by "r. Curn"'lnga and ot hers . Thia makes it 

ol!'llr t!lat Hr . Cum!'lintte , who is known to be counsel for the 

Hopoon family interests , WRB one or the group which selected 

·•r . Hrnes , and a:>psrently was one of the @'roup which nresented 

111 

t~e nace to t he court. Hr. Krock a~eaks of 1 public rej r esentstions 

t o the court . • But there haa been no oublic renresentations to 

the court , and if auch reoreaentationa wer e made , they must have 

be!'n Made orivately. 

l·!r . vrock ' s later statement therefore does not in any way 

alter t he concluaion which Senator Norris drew f'roo l'r. Krock' s 

ar ticle . Indeed ~. Kroc!<' s sta t ement corroborates and strengthPns 

the conclusion that !'r. Hanes waa aelt>o t ed by S:!)ecial groups with 

s;ecial intereete eeekin~ to dominete the truateeship, and that 

efforts were made to commit the court to a nart 1cular trustee in 

advonoe of public hearing and without consultation with the S. E. C. 

Regraded Uclassified



Daniel 
Bel.l: 

Arthur 
Purtle: 

B: 

P: 

B: 
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B: 

P: 

B: 

P: 
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P: 

B: 

P: 

B: 

Good morning, !ow are yout 

rebNary 17, 194o 
12:15 p,!ll . 

Good morning. I'• eorr:r to trouble :rou on a 
Saturda:r morning, 

112 

Yell, I ' • sorr:r to be eo slow but I'Te been tied up 
in oonterenoea, 

Yes, I know, It• a a busy world, 

Mr. Bell, I have received an extremely important 
cable from the other side. 

Yes, 

On the sub ject ot a big ~rogram, Do :rou lalow What I 
meant 

Yes. 

The indications in it are that Whereas it• a not a 
concrete and final and definite thing at all, navar­
thelesa it ' a moVing forward hopefully, 

Uh-huh. 

And I think nreeentl:r we'll ha ve one or two people 
here Yith a good deal ot power t o decide technical 
~haeea. 

I see, 

Now, I telt t his, that the cable -- I - - I teal that 
the Seoretar:r would like to eee . the cable, in etteot, 
and ae a matter ot tact there are a number ot pointe 
in it that I would Uke to take up With h1ll or with 
:rou it he • a not there. If ow, I think -- the oable 
onl:r arriTed at tvo a, II, thia morning eo .. ... • 

Yea. 

•••••• it'• Ter:r recent, 

Yee, 

Regraded Uclassified



P: 

3 : 

P: 

3 : 

? : 

3 : 

? : 

3 : 

P: 

3 : 

P: 

-· -. 

? : 

9: 

? : 

- 2 -

I ' m wondering whether he ' s going t o back at the 
beBi nning of the week or not . 

So f a r a s I know he ' ll be here Monday ~orning . 

Oh , I see. 

And that ' s t he l ast word I had f rom hi~ . 

113 

\'fell now, ! -- I have not been do1m t o 1;1ash1ngt on 
this week throu~ , ressur e of other t hings largely 
though I !mow our people have been indirectly getting 
in touch with you i~ connection with t his t errific 
tax dif ficulty, and thl\ t tax d1f !"1cnl t v ~0111 also 
cone i nto th i s ~rograo I think. ' 

Oh , 1t 11iU? 

Yes . I see it looming un in this cable . 

I see . 

And. I ~1anted t o mention that t o you. Noll, •••. 

Let ne ask you this ••• ••• 

• •• ••• I wonder l'fhether -- I su.,pose there is nothi ng 
at t his sta~e on a Saturday t hat we can do. I'm 
better to leave it until I - - un t il ~!onday :norning 
and come down t o \fashington on !'onday, if the 
Secretary can see me or -- or you cnn see ne if 
he can' t, 

liell one of us can see you I' m sur e , and I' m c:uite 
certai n the Secretary will be here and llill ltant to 
s ee :vou. 

Yes, I think he t11l l because he has been so interested. 1/ 
in t his progra.'!l. 

That ' s right . Well , t here isn' t anything t hat • •• ••• 

I ~Ave some other r ather i moort ant matters tha t I ' d 
l i ke t o talk with him too. ' Well now I ' ll get i n 
touch with his office in regard t o the possibili ty 
o f an appointment , shal l I t 
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You 111 be in Washington on l~ondayt 

~/ell , I thought I would make 1t contingent upon his 
abil1 ty to see me and that I would ei ~er fly down 
on V.onday morning a!ter hearing from him it I can ' t 
fix it U9 today, you see? I can always get ther e 
i n a counle ot hours, and I have -- as a matter ot 
tact, i t I oan spend Monday here I like to do it 
because we have our meeting ot t he Anglo-Frenoh 
Purchasing Board that day. But this is so important 
that it he wants -- it he can see me on ~!onday I 
shall break away from that altogether . 

\'Tell , I' m cer tain that be would see you i t you wanted 
to come down but I t hink tha t •• •• •• 

Then I t hi nk what I 'll try and do is t o rearrange, it 
I ca.n , the Anglo-French Purchasi ng Board meeting tor 
first t h1ng in the ~orning and f ly down at mid-day. 

He ll I' m sure that he ' d want to see you but on the 
oth~r hand it you 've got t hese meetings scheduled 
it mi ght give him an opoortunit y to •••••• 

Well now ••...• 

••• ••• clean uo what's accummulated here in hie absence . 

\'I ell no" this i s r eally what I had a 11 ttle bit in 
mind in ringing you as to whether -- ther e would bound 
be -- knowing whl\t ha!)!)ens to my desk in t\-10 days, I 
can imagine what han!)ens to his in seventeen. 

That ' s right , he has a number ot ~roblems t o diaouaa 
on Monday. 

Yes. 

And he pr obably could give you a little more time i t 
you would make it Tuesday. 

I think then in that case I shall work tha t way and 
on the other hand I may, perhaps , have a little talk 
with him on the talenhone it he wants to and give him 
in a very general way the situation. 
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I think that would be fine . 

Good. 

?ine. 

Now then in t hat oase I t hink I better get in t ouoh 
with Ca~tain Collins and give him a l ittle bit of 
the same picture , just by telephone , because I ' m 
very anxious that any word that oomos through shall 
first get to the Treasury. 

All right. Ca n I .sw1 tch ;vou? 

Yes -- well now, one othPr t hing before you go ott . 
On the t axation t hing , do you see any hope in any 
or these discussions that t he lawyers have had , )lr. 
Bell. 

I haven't been in touch with them on the details . 

No . 

But I had a little discussion with Sullivan •••••• 

Yes • 

• •...• and I t hink Sullivan still reels that the 
agreement s don ' t give anybody what they want. I'd 
r a ther he'd answer for h imself but that's just the 
general i mpression I got . But I think that on Tues­
day in discussing this whola matter that probably 
Sullivan better be present . 

Yes. 

So that he could give hie versi on or the conferences 
that have gone on. 

Very definitely. Actually, you see, what has hap­
pened is this: Tbat that very imporant item 
I considered as out or order. 

Yea • 

•• ••• •• which, as I say, is worrying my lite out, 
because it has li o n e on t he baclt of 1. t, I have 

• 
• 
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not been able to s i gn the oontract at all. 

I see. 

Beoause it has been impossible to sign an undertaking 
for another Treasury, or for two other Treasuries 
rather, which is indeterminate in nature . 

I see. 

You see what I mean? 

Yes • 

Othel'\'tise --it's not the-- it 's not the payment ot 
the lump sum in the final analysis if you vant some­
t hing that will prevent your taking it , but it's 
hardl~ pertinent1 apparently, wh1oh the Treasury 
oan do because or r ear or the terrible publ1o 
or1t1ciem it the thing did pyramid in some way; 
t o sign an undertaking Whioh mi ght be a pyramiding 
undertakinR subjeot to legislation outside the con­
trol in another country. 

I see. I th ink • • • • • • 

I think when ~ou •re down here that you better disouss 
that in a little nore detail with John Sullivan. 

I Will. I will. 

I t h ink that ' s tine. •tell , then we ' ll see •• •••• 

'l'hank you nry much ·i ndeed. 

We'll see you TUesday. 

Thank you. 

And shall I evitoh ~ou to Harry Collin1t 

It it could be done I'd l l ke to ver y much. 
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I think it oan; Juat hold on a minute. 

Thanks. 

Yes, sir. 

Would you give Mr . Purvis t o Harry Collin•' 

All right, s1r. 

?hank ;vou. 

• • 
• 

117 
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!01 aerloan Eab&IIJ't 810 de Janeiro 

iO.a aa 
Dl.!la l'ebn&I'J' l,, 1940, 3 P••• 

OOIJ'IDIHUL 

bferenoe 11 aade to :rour telegr .. no. eo, 4&te4 

rebruQT 14, 1940, lO p.a. 

218 

Oaretul ooneldtratlon baa been g1Ten b;r the Depart­

a ent to the new euggeetlon aade b;r Aranha. It 11 note4 

b;r the Departllent that al thouah a greater peroentare of ooupon 

would be pald to .Aaerloan holder• of bondl ln <h'adee III 

to VI than would be pald to European• holding bonde 1a 

tho .. gra411, the Europeane, elnoe the:r hold eterllq 

bondl ln Gra411 I and II, would be pa14 110 peroent of 

ooupon and aaortlsatlon 11hlle .Aaerloane 1dlo bold doU.Z. 

.. ourl tile whloh are preo1ael7 e1.a1lar would be pa14 

onl;r 41.25 peroent. Undoubte4l:r the UD1te4 ltatee pabllo 

would reaot unfaTOrabl;r to an:r debt offer aa4e b;r the 

Bru1llan Gonr.ent whloh would aalto a d1eor1111D&tloa 

of th11 ltlnd ln faTOr of luropean bondholder• la ooaneo­

tlon Ylth J'e4eral and ooffee reallu.tloa eeourltlee; 

11peolall7 1a new of the etateaente Yhloh the lraalll• 

authorltlee haTe aade repeate4l;r to the effeot that 

aer1o• 'boa4boll.ere would reoel n at leaet u faTOrable 

treatalnt 
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treatun' .. tha' aooor4e4 '• Za.l'opeaa l»ondholdere, ~ 

J)epartllen' would M 11A&ble • IIPPZ'Oaoh ~e Poreip BollA­

hol der• lro,eoU n Oounoll w1 ~ a Tiew 'o .. our1ng i111 

ta"YOrable reoepUon ot the plaa. 

It ~earl that a ta1rlJ equitable an4 re .. onable 

41•tr1but1on •• among all t he partie• oonoerne4 ie proTided 

b7 ~~ grading relaUouhip in tha t1nal rear ot the 

J.r&llha pl&A. !heretore, ill 10 tar .. d11tribuUoll &1101111 

' he grade• 11 oonoerned, ao obJtoUoll would be interpoMCl 

b7 ~e J)epartaen' 'o aJl1 pl&A wh1oll, .. reg&Me dollar 

bond•, w .. baeed on t he 1 .. , rear ot the AraJiba plaa, 

pro~1ded that a• regard• peroentage ot 1n,ereat and 

amortization, 'reataent aooorded t o European• ill no (I 

empbaa1u no) gradea u:oeedtd that aooorded to tfllited 

ltatea holdar a ot bonda in t he aaae grad••· U a un1.: 
lateral otter ahould be aa4t b)' BrasJ.l to reeuae P&11Nilta 

on euoll a b .. 1• and the Bras.ill&Jl Oonrnaent abould otter 

to Aaer1oaa holdtrl ot dollar bonda the percentage ns­
geated (1.e., 41.21 peroent tor the iiiiJ.Ual rear ot the 

new pl&A) ot the t1nal rear ot the J.r&llha plaa, the 

Departaent will do ita beat to eeoure •• ta"YOrablt a 

reoept1on .. poea1ble tor the otter troa the rore1cn 

Bondholder• lroteot1Yt Oouno11, wh1oh, exoept tor the 

na-auou -.At bJ it whioll were reported ill ~ 

Jlepar1atll''• 
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Deparaent' • telasna ao. 18 of Janua1'7 20, w aot 

g1Ttn aAJ ia41oation of ita attitude. 

120 

11th nforonoa to 70111' tolea:raa ao. 43, 4ated ro..,__ 

&r1 liS: » we UD4erotan4 JOur tel oa:raa the rqpoUoa 

ado bJ .&ranha on rob~ liS woUld ohanp the a:ra41~~& 

rolationehip wtUoh no ootabliehed. under the .&ranha 

plan of 19M 10 u to pro1'14o throuabout the four JOal'l 

ot the new plan (l) 10 poroont of the intor .. t for 'bonda 

in a:rade• I and u · cbar1JIC the laot JO&r of the .&ranha 

plan, and (2) 40 poroont of the • orti&aUon for gra4oo 

I and II duri~~& the laot 1•ar of tho .&ranha plan. 10.: 

oYer, it il &lao poaaiblo to interpret JOur tolograa to 

aoan that under tho augg .. uon aado b7 .&ranha on lobruarJ 

16 the gra41ng nlaUon8hip pro1'14od bJ the .&ranha plan 

ot 19M would bo al tend u rogarda grad .. I and II with 

the rolult that gra4o II would bo alightlJ ~ted tor 

the purpoao of pro1'141~~& "un1fol'll aorrtoo of 110 porooflt 

of oontraotual intoroat an4 aaortisation for Grado I. 

!he Dopartaont hopoa that the firat interpretation MD­

Uon~ a'boTt il the oorroot one l!Qt it 4.ooa aot fool that 

it io nooollal'J to aako obJoot1on to tho propo1al in either 

OUO if it WOUld IOrTI to ltralghhn OUt the 41ffioUlUOI 

on the li4o of tho ll:u.ropoan 'bolldhol4oro, Wioh it QPO&ro 

u:n 
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TREASURY DEPARTMENT 122 
INTII:"-ol'l'1CII: COMMUNICATION 

DATil J'ebruaz7 17, l~ 

TO Secrtt 817 Norgent hau 

P110M Mr. Cochran 

The foreip exchange urlr::et waa Tflr7 soall. Sterling opened at 3.96 
8Jid on aone aul1 J~ae b\ITlliC tho rate r oae to 3 . 96-3/8. It eubaequenU T 
receded and cloaed at 3. 96, 

Sales of spot aterllng b:y the dx r epor ting banka totaled '-184,000, 
from tho following aourcea1 

~ eo=oercial eoncerna •• • • ••• • ••••••••••••••.•••••••• • 29,000 
liT foreip b&nlr::e (lurope aDd South Jzerica) ...... .... ;, 155,000 

fetal ••• ••• ;, lS4,ooo 

Purcbaaoa of spot atorllng Mounted t o "97 ,000, aa illdicatod below I 

~commercial concerna • •• •• ••• •• •• •• • •••••••.•••••• •• • 62,000 
B.y foreign banka (Europe) • •• •• •• •••• • •••••• • ••• •••• •• • 35,000 

fetal •• •••• ;. 97,000 

1'ho following r eportiug baDlca .,14 cotton billa t otaling '-32 ,000 to the 
Brithh Control on tho baah of the official rate of '4 .02-l/2. 

;. 13 ,000 b:r the ln1Dg 'l'ruat Co. 
10,000 bT the Chaae l!ntlonal Bank 
9 ,000 b)' the GuarctT fruat Co. 

;, 32 ,000 fetal 

1'ho other i=Port ant currenci ea closed aa followa: 

J'rench franca 
Ouildera 
Sv1u f raDCa 
!ftlpa 
Canadian dollar• 

. 0224-l/'4 

.5309 

. 22'42- l/2 

. 1682- l/2 
13-l/2 ~ dlacount . 

'le aold $2,000 ,000 in gold to the Cent ral 3aDk of the l!epu'bllc .ArgenU~~a, 
vhlch vaa eamarked for i h aco01Ult at tbe J'ederal l!eaern ~ of •w York. 

CONFIDENTIAL 
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!bt J'ebral •••ne lak of 11w York npor\M. \1M fo1lowi~~& Ulp-\a of 
col41 

$},11211,000 froa tM .. \llarlaala, Ulpped b7 \1M .. Uaerlu4a luk to \1M J' ... nl .... ne luk of •• York to ~• lana'D& for aoooua\ of \1M .. \llal'laala 
luk. 

563 ,000 froa lllfiherlaal, Ulpped ~7 \1M .. U ollal luk of lllfi\ .. rlaal fOI' 
ucouat of \he 1.1.1., \1M 4hpoaU1oa of which h ualalaora a\ \1M 
pre .. llt tlaa. 

512,000 froa 111141a, Ulppe4 ~7 t.b.a kUollal CH:r luk, loabq, to \lie .&aarioaa 
~..,..,.-:--:= fruat Co,, San hanohoo, tor a&l• to t.b.a U. 1. Mia\ at 1aa 11'&1101-. 
$4,1199,000 t otal 

!be State DepartMnt .torwal'4e4 to ua oab1eo otaUIIIC t.hat \1M followl.IIIC p14 
ship Dido woul4 be made 1 

$ 669,000 froa Calcut ta, repre .. nUIIIC two Uip~~Qh b7 \1M J'reaoll luk to \1M 
Cba .. kUollalluk, San J'raaelacoo 

!)89,000 oh1ppe4 b7 t.b.a J'reaollluk to tM Ollaraa\7 !ruat Co., Jlw Yol1t. 
553 ,000 froa Calcutta, Ulpped b:r t.b.a ktiollal CU:rlult to the A.erloaa !ru\ 

Co., San l'ranohoo. 
375,000 froa Calcutta, ohipped b7 the l'rench luk to the l'Nnch .t.aertoaa 

Bnlr!IIIC Corporailoa, San l'raaolooo. 
220,000 froa Calcutta, oh1ppe4 b:r the leiher1&1111a Soo1et:r to \1M Che .. kiloaal 

Bult, San l'raaohoo. 
579,000 froa ~lan4. ah1ppe4 b7 Sharp• lo Vllldna t o iha lailollal CU:r luk, 

lew York. 
7$2:-, 9::-:85~.~000~ ! o tal 

~ ohlpMn\1 cou1CM4 to Saa l're.aciaoo wll1 be ao14 to t.b.a U, 1. Mia\ \llare, 
all4 tboea oona1CM4 to lew York will ba ao14 to iha u. s. J.aaq Otftoe 1o t.ha\ cu,. 

In a report rece1Te4 froa the J'e4eral .... "e Bank of .... York ehOif1oC 
depoat\1 f or accouat of J.a1a • • nporte4 b7 tM .... York ~net .. of .r~ .. 
b&lllta on J'ebruar:r 1~, 111ch clepoeUe toia1e4 $}7,9110,000, an 1uorea .. of $1,019,000 
Iince the lae\ report •• of l'e'bruar:r 7• Of thh aaouat, .27.~8,000 repNeea\M. 
depoli \1 with the Tokoh•• 8pM1e 1aa1t b:r 1 ie 'bruahee 111 Cb.1oa. !be onl'cll'af\ 
on tbe boob of the Tokohea& Speo1e llaak 111 llw York for acoo=t of 1h hea4 
office 111 .r~ wu .10.966,000, a 4ecnaae of t9S,OOO 81- J'ebl"'I&J7 111. 
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Greenbaum: I see. 1iell, Tom is her e in Ne~1 Yor k, - - ••••..• • 

Deniel 
Bell: 

G: 

B: 

G: 

3 : 

G: 

9 : 

G: 

3 : 

G: 

a: 
~ . 

" · 

~ · -. 

O;Jer11tor : 

Well here, Ed 's oo~ing in now. 

• • •..•• the t hina t o the Co~troller. Hello? 

Yes, 

Now, getti ng us up to date on t his first, did any-
thing happen yesterday a t that hearing? 

Let me ask Ed a minute, 

(Bell talks aside to Hr. Foley.) 

Ed tells me that the hearing was adjourned yesterday 
until Tuesday and he t hinks t hat Tuesday we ' ll olean 
1t up. 

It ' ll be closed then? 

Yes . 

\iell how •••••• 

The other thing t hat ha~pened that you might like to 
know about is that ~!ario and Cushing went over to 
the Federal Reserve Board and tried to see Eooles 
and John l!olCee . 

Just one minute, Danny, I t hink I ' ll go on a teleohone 
l·lhere Tom oan hear too. 

Swell ! 

Just one second, if you don 't mind. 

Yeah. 

(Brief pause . ) 

Did you want me ~r. Bell? 
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No, ~·r. -- Mr. Greenbaum is getting on a double 
phone • ... • • 

All right. 

• ••..• eo Mr. Smith could come on . 

(Brief pause,) 

Hello. 

Hello . 

Yeah . 

I' m sorry, Dan , I wanted to co"!e in a room where 
we c~uld both hear. 

Is Tom there noW1 

Yeah , lre 1 re both here . Tom' s on too . 

\·Tell , I started to tell :vou what haooened yesterday. 
I say, !~arlo and Cushing went down to the Board and 
tried to see Eccles and John McKee . And Leo had 
gone there first to try to convince Eccles that he 
should not see t hese peoole . 

Yes. 
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That we shoule see -- all of us should see them to­
gether. Finally Eccles sent word out thet he couldn't 
see them so l~ar1o went back home to California, but 
Cushing either right then or later asked if he couldn't 
just say a word to Eocles and Eooles went out and saw 
him and he told Eccles that they had a urogram which 
they would like to submit to this informal oommi ttee 
tha t has been meeting. And the only thing we got out 
of t hat program so far-- told us yesterday was that 
they would be willing to put up 30 million dollara in 
oap1 tal ~ri thin 90 days and the g million reserve we 
ask on the real estate t hey wanted to out to 5· ···· · 
They want that out to 5 m1lliont 

5 million, but leave in the proVision that they had 
oonvtnoed the Comptroller that he was wrong or the 
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5 million would be written ott within a certain time -
I t~ink a ye~ although they didn't specify it. 

Now, those are the -- the latest developments. 

G: In other respects would -- they would agree to the 
program? · 

B: l~o , I t h ink that the program that they wanted to 
submit was probably some comments and criticisms or 
the iteos. But bow muoh d eta1l they went into we 
don't know and I don't think Eccles got a copy ot 
the program. It he did we didn't hear about it, 

G: Let me ask you t his: That 30 - 90 days, would that 
be from RFC or preferred etook or what? 

:9: ~Tell, we don't know. The last conference we had with 
the~ they asked ue it we had any obJection to common 
stock and we said no that we didn' t oare where t he 
capital came trom as long as there was 35 m1111on 
capital , Well then they wanted up to July l and we 
sa1d t hat that was a d1tterent pr oposition and we'd 
have to take t hat under consideration along with all 
ot the other matters to be discussed. 

G: Yeah. 

9 : But we wouldn ' t agree - we t hought that there ought 
to be 35 million i mmediately and then if they sold 
cpmmon t hey could retire the preferred, but we did 
indicate t o them that we would consider a definite 

• date tor putting in 35 million; in other words, get 
a commitment ••••••• 

Yes • 

••• ••• from Jesse to buy 35 million worth or cap-­
preferred stock on a certain date, We said July l 
seems a little tar ott, we might agree on some other 
date , but -- and in the meantime they could sell 
common and the 35 million would be reduced on that 
date by the amount or common that they had sold. 

What did U!ey say about the dividend policy, Danny? 

• . 
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That•s one thing that they argued a little about and 
not much seid about it; but every time they talked 
about it t hey got away from it. But I think we con­
vinced t hem that we weren't trying to control abeolutely 
their dividend ~lioy excep t that they must set up 
these reserves . And they accused us, in a few oases , 
or trying t o manage t heir bank and we sai d , 1 No , we're 
not tryin~ to manage your bank but we•re certainly 
trying to get you t o follow good banking practice . • 
But there wa sn 't much said about the dividend policy, 
but I think they understood t ha t they had to set up 
these r eserves before t hey could pay dividends and they 
had t o set aside their bond profits until the pr ofits 
equalled the ~remiums. 

\tell , Cushing i s still there? 

He ' s stil l i n town and is goi ng t o stay here next week. 

l~t 1 s the next move? Are they going t o submit formal 
progrem then t o this committee, so-oalled? 

'!fo~r• s t hat? 

Is the next move that t hey are going to submit a de­
f inite progr110? 

That ' s what they'd l ike to do . They sa i d they were 
a l ittle disap~1nted t hat we wouldn't see them this 
week. When they called me on Thursday, I t h ink. 1 t 
was, I t ol d them I didn 't t hi nk t hat we could carry 
on any f urther discussions until this hearing was 
over and t hey should call Delano on ~!onday to see 
whether or not we oould get toget her again. But Ed 
just tells me t hat he heard t hat Marlo vas 1n town 
last ni ght, although we wer e told yesterda7 that 
he was going back to t he coast . I understand Leo 
saw him last night although we - - we also unders tood 
that Cushing vas going to stay here .and try to settle 
t his t h ing. 

Well , Danny, I saw John MoXee and had a long talk with 
him up here . 

How's that? • 
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I saw John Mc~ee. 

Yea . 

And or course he 1 e very, very anxious to hold the 
f ront and stay together. 

Yeah. 

And Jus t - - and Juat bends over himself in -- in 
exoreeeing hie appreciation or the way that you •ve 
devoted yourself to it. 

Um- bm. Well • .. . . . 

I ' m planning to go home unleos 
why I should come down t here. 
reason ror it, do you? 

t here 1 B aom.e reason 
I don•t see any 

No , I don 't, Tom. But we don 't think that it•a 
doing any harm letting these people sit around and 
wait a littl e While . Now we bent every effort to 
try to get them to dieouss t his ur ogram before this 
hearing started and t hey wanted to diseuse avery­
th ing else but the program; told ue Wha t good boys 
t hey had been a nd all ~t, that had very little 
bearing on the prograa that we had laid out. I 
don ' t think it hurts to let them Bit here for a tew 
days. 

It doeon•t hurt at all as long as you keep the door 
open . 

l·lell , I t hink the door is still open although I 
should like t o see theBe hearin~B wound up before 
ws re-open the door. 
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Vhen Will the l ast 
Tuesday? 

you'll have them 1aet1ng t hrougb 

Tuesday Ed says. 

That ' ll finish it? 

He thinks it'll be wound up Tuesday, yeah. 
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And they•ve given no ind1oation yet about coming 
into the hearing at all, ie that it' 

Well, they've definitely aaid that they would not 
o o a e into the hearing. 

Yeah. 

In writing, yeah. 

They have? 

Yeah. 

129 

• 

Well, thAt' 1 all t o the good u rar a• thla -- working 
out the program and your eo-called eanotione go, ien•t 
it? 

Ah. ••••••• 

Well, I reel ••••••• 

Well, I don't know Whether that'e all to the good or 
not . 

I beg pardon. 

I don't know that that 's all to the good. 

Well I mean aa rar aa 1118lting the record goes in oaae 
you have to do anything v1 th ue and what you want to 
do . In other words , you're in the same position nov 
on Tuesday night aa you would be after a six month'• 
period, I ' m not disappointed in t hat - on the con­
trary, beoauee if you don't mind Juet -- even to think 
ot -- evan at the riak or being repititloue I want t o 
empha•i• this: The whole idea ot the hearing and all 
t b1a etutr vae to give ua a weapon to make thn 0011e 

down and talk. lfov you've got that and :rou•ve prettr 
near finished aa tar aa how tar you could go on the 
progrem, In a weell: or eo, after being a little more 
patient With the11, you'll Jmov Just the :rw• or no bow 
they stand. Ian' t that true' Hello' 

Yea, I think that il true, but I think that it would 
have been taro better- tor aftrJ'bodJ oonoerned if the:r 
had 001111 1n to the hearing .n4 trled t o -.11:1 thelr 

• 
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reoord in the hearing rather than in these con­ferences. They had -- that would have given the~ a chance to anewPr everything that we had, and now that answer ien•t there and we etill have the charge that the Treasury ie be ing quite arbitrary in many of t heee matters, and t~~ only place they are being answered 11 
info~al -- i n info~al conversations. 

~lell I may be wrong , but J: would think as a matter of public relation the charge of being arbitrary is com­pletely anrihilitated . lThen you have-th is bearing is sot up with an outside exaniner and they Just fail to oome there . I oan•t see tha t they ' d get very f ar on the cha rge of arbi t rariness from now on. I mean, if you ever have to take the action. 

Uh- huh. 

~fell anyway, what I was going to say is, the big t hing i s tha t you neither want a Section 30 proceeding n.or t he publioation of t he report , and therefore you•ve got them in a position, or at least you will have trith!n a week or so, of a definite t hing from you and t hat ' s t he fUrthest they will ~ and then I should t hin.'< your position would be an ultimatum t here. They will do this or that unless, and if t hey don't then vou Will be required to have the examiner' s report acted on. 

Yeah. 

I don 't know bow Tom feels, but that '• the way •••• • •. 
That ' s exactly the way I feel . The nublioati on of the report is the last resort. 

P.ow' s t baU 

I say, the publication of t he report is the last resort . 

Well , I think we've got to take the report of tb1e examiner and weigh it and then determine from there What the next step ie. 

Thn.t •e ri~t. 
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Whether he'd --Whether they'll decide it under 30 
or publish the report, or both; or Wha tever else 
there ie to do. 

I t in the meantime you oould make a deal with them, 
get them to put in the 35 million and set un this 
reserve -- I don ' t think it makes any ditterence 
whether it1 e reserve or charge- ott, do yout 

1·1ell, I think a charge-ott is - - is better trom the 
standpoint of t he pioture, but then I don't eee that 
we hurt our po sition any in agreeing to reserve with 
t he understanding tha t they will show ue that the 
reserve is wrong, and it t hey don 1 t show us Why it 
will be written ott within a period. 

That's right. 
. 

I see no object ion to that . 

\·fell , let me ask you -- you f ellows this: What is 
your recommendation with re&))eot to resum1n.g these 
informal conferences with them that they want to 
continue. 

!31 

My feeling is ye&. I see no r eason Why t hat couldn 1 t 
couldn ' t and shouldn' t be done . But it Should be 
definitely made olear to t hem that on such and such 
a date you' d -- it'll have to conclude with t hem sa,­
i ng yes or no it they are goi ng t o do the things that 
you put up to them and you would t hen have your pro­
gram maybe modified in some way trora what you've al­
ready done by leaving in the things tnat they've said 
they Will agree to. 

Yeah. Do you think that they ought to continue even 
While the hearing ia going ont In ot her words , could 
we have these conferences say l!onday and 'l'uesday vi tb 
the t1nal hearing on 'l'ueadayt 

····~·until your hearing is concluded. 

How1 e thatt 

I think you' re right not to have that until after 
'l'ueeday, 

TJb-huh. 

• • 
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'inish your hearings tirat. 

Yea. 

I see. 

Fin1sh your hearings first and then the -- the line in Which you're having a conference, or the basis on trhlch they are is - - now the exalliner wUl be eub­m1ttinv his report pretty shortly in order to enable th e Comptroller to decide what he wants to do on the basis ot that report, it you have an~thing definite to suggest t ha t you're willing to do with~ signed agreement to do it, the Co~troller will consider that in connection with it all. 

Yeah . 

And a dettni t e ti~e limit on everyth ing, I think . 
In ot her words, a definite time 11m1t on t he into~ conferences. 

And the period in which they will give you a specific report; I mean, a a~ecitic agreement -- commitment to a program. 

Yeah . or course it we -- it we go in to a definite program and agree that on the capital --addition to the capital, they should really put in something, shouldn ' t they, to show good faith before the end ot t he 90 days . 

Oh, hell, long before , yee. 

~lell that -- that's the way Ed teele al;lout it ·! 1 111 aura. 
Do you ~ean nut in the new capital? 

~I ell at least part of it before the end of the 90 daya to show their good faHh . 

Yes . 

It we get o•er this 9D-day period end then we may atart all over and have - - have another program, another hearing. 
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Yes, well thnt• a just whet you don ' t want to do. 

That •s r ight. 

l:ould it be ooas i ble to do t hie: It !IOU he.ve an 
i nforMal oonter ence with t hem after Tuesday and t hen 
insist uoon their giving you someth ing in writing, 
detini tely? 

\·/ell , I think you mi ght insist upon it. I don • t know 
~~ether you ' d ~et it or not? 

\·fe ll • ..... 

I t's r~re tor ua to t ell how much bl urt there ia in 
t hi s whole '>rooedure troo their standpoint. \'fe t hink 
t here 1 s a lot or blurt in it. \le haven't been able 
t o t ell just how nuch blurt. ~ley ' ve been getting 
alfay w1 th murder tor eo long, not only in t his case 
but in a nrev1oua connection with the stat e banking 
department, that they can' t understand why t here ' s 
such a st1tt attitude here now. 

\/ell, t he at1tter it seems t o t hem then their blurting 
will stop becauAe t hey're just 'laying tor time. 

\1ell , I t hink that •~ right. 

I t hink tha t ' s .... ... 
'ibey c ertainly played tor time un unttl these hear­
in~e started. I think t hey wanted t o find out wha t 
lte were going t o do about the hearing 1t they didn't 
show up . 

. ~I el l they ••..• • 

Ue told -- we showed thea t hat we were going on with 
it and make a record and then they came back and 
wanted t o continue the h earings. 

Yeah. Well they should s ee that that hearing ie a 
damn serious thing and that's the reason I feel that 
you 're right in not meeting with them until attar 1t 
1s concluded. 

Yeall. 

.. 
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And then t here's -- t he whole tone of your meeting 
would be well now, we 1 re 'l.'Oin!r to get a re:>ort from 
t he examiner. If you've Rot anythi ng you want us to 
submit we •re willing to sit down with you and talk, 
an' that will be considered by the Comotroller to 
give you a defini t e answer im~ediately on that. 

Yeah. 

And the Comntroller 1s also considering t he examiner ' s 
report 1n cane we ' re not getting together. 

Yeah. 

That's t he wea,on you ' ve got . Well, that 's about 
all I • . • ... 

\"/ell , I t hink whet we'll do ls -- the Secretary will 
be back l!onday and we ' ll r evi e¥r t he case with him a nd 
tte ' 11 tell him what you fe llows t hink about it and 
see whether or not he agrees. After '"e wind up the 
heari ngs we should go on With these conferences and 
t r y to get together . 

\:'ell , t hat· should be done of course, because you've 
got ~en l icked , Danny, and t he -- the only d1scu111on 
you could have woul d be i n t he in~erim between the 
time ~!hen t he hearings are closed and when t he ex­
aminer nakes his renort. 

Yeah . 

And t~at ' R going to be the l imit on it. 

\/ell , I don ' t know how long it will take t he exMinor 
to make hie report . 

· well , you can ' t do anything until be does anyhow. 

Ed t h inks it wil l take about a week. 

tTell, you oan' t do anything untU he does . 

Yeah. 
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And . • •. .. 

You th ink in the meantime we mipht go ahead with 
conferences? 

135 

Yeah, no harm to be done. And it might - - and they 
might get - - you might get together with them. 

Yes. 

That is , it t hey say no, then-- then there ' s no 
longer -- no use conterrin~ any more . 

Ub- hm. 

They've got to be made to reali~e that you have a 
det1n1 te program in mi nd; not only the program of 
things that you outlined t or them that you ottered 
them an opportunity ot doing but it they don •t aooept 
that then your oourae is clear and your knowing what 
you ' re doing. They can be guessing What i t 1s but 
they have to get the feeling that this heari ng and 
the examiner ' s report, the preliminary 
s ome atrong arm action which you don ' t want to have 
to use . 

Yeah. 

I think that ' s essential . 

All r i ght. 

One thing, Dan, they asked, a tter you started the 
hearings , they asked that you continue? 

How• s that? 

They never did recogni~e t he bear ing at all , did t hey? 

No, they didn't . !bey were t ol d on Tuesday night 
vben we broke up they were told that we could not 
go on with theae informal oonterencea Y1 th theee 
hearing• going on. 

Yeah, 

• 
Regraded Uclassified



ll : 

S: 

S: 

J : 

S: 

!l : 

S: 

s: 

S: 

" : 

S: 

!l : 

136 

- 13 -

And at t h11t t i rne Cush ing eni d , "VIell He ~tere - - we 
a re definitely not comi ng t o t he hearing ." There ~tl's , 
u~ to th~t t1~e, a possi bility i f t hey had a sked t or 
1 t of the hePr1n'l:s be1n~ oost -,oned. 

Yes . 

:::>ut he ea1c\ t hey llould not r equest such a nostoonment 
even t hou!!h Seymour told t hem that t hey coul d do t hat 
t:1 t ho•Jt pre j udicing thei r nosi t ion ln any ~1ay . 

Yeah . 

But they wouldn ' t do th~t . Thov said they ' d be Rl ed 
to r ccei ve not i ce from •·r. Seymour thPt t he -- or the 
Conrytroller -- tho t t he henrin~s had been ooetnoned 
but. he sal e t hey would not re~ucst it or pl a y any 
">ar t i n it. So we told the~ t ha t t he conferenc es 
certainl y o~uldn ' t ~ on while the hearin~ . In sn1te 
of t he t t hey Cl\"le a l ong on Thursdav and astced f or n 
further confer ence . 

Yeah . 

I t h ink they were tryinp; t o t est - - t hey ~tere testtn~< 
us . 

•• •••... d1 sap-,o1nt ed t~~t they di dn't show up a t t he 
hearings. At tPr all you d16n ' t want a record of 
t heir stuff "lade end t hey have had Bll oppor tunity 
w1 th Folger and t hr ough you a nd Cy H>)ham a nd every­
body to ten their s t or y. I t h1nlc t he hear ings ~ave 
served thei r 0urposc , Danny. 

Do you? 

I do , yenh. 

fe ll . . .. . . 

You ' re i n an infini tely stronger ~sition on your 
public r elations and on your t r adine; and ever yth1np; 
else having t hes e closed t han i f t hey would deli b­
er at ely have dr a gged t hem over until during t he 
campa i gn, wh1oh t hey could have damn ltell done llld 
thl'. t liD.B what I•Thi tney Seymour wao afraid of • 

Yeah. That • s r i ght . • 

Regraded Uclassified



137 
- 111- -
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on that. I honeetly do. 
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Well , I -- I reel they'Ye made a 1 bull1 tor not coming 
in because I thi nk they had eYerything to ga1n and 
abeolutely nothing to loee by it. 

I think so. The thing that we were afraid or ie they' d 
drag them on endlessly. 

Yeah. Yeah . 

s: I think they made a territ1o "l:tull" on that and I think 
it strengthens your poeit1on tremendously, both ae 
tar as public relatione and t rading. 

s: Uh- huh. 

S: That's t he way I see 1t. 

s: 1fel l ...... 

S: o.r. Well, t hose are all the words or Wisdom that 
I • • • • • • 

B: (Laughs) Well , they're very good and we appreciate 
them. Let me ask Ed it he 's got • •••.• 

S: I 'll go on ho~e t hen. 

·B: Let me aek Ed 1t he's got anyth1nB' 

S:' (Talks aside to Ed Foley,) 

S: 

B: 

S: 

B: 

No, Ed haen' t got anything. Tom •• •• • • 

Yee. 

Leo Crowley -nte to talk t o you before you get ott 
the phone. 

All right . 

Then I ' ll go on ho••· 
I don't bel1eYe there' e any uee in you oollling do1p 
tor thie. We'd loYB t o eee you but •• ••• • 
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S: 

B: 

() : 

B: 

S: 

!! : 

9 : 

S: 

- 15 -

Well no , I -- I see enough of ~lash1ngton and 1f 
you want me you can call me. 

All right . (To Ed Foley: ~rno.t cUd you say?) 

\la1t a minute . 

( BriPf !)B.USe . ) 

Yeah , Sd - - Ed s ays t hat aft er t he exa~1ner makes 
his re~ort end before t he De~ertment takes any 
ac tion why the Secretary will nrobably want all 
of vou fellows t o come in tor a conference . 

And he'll let you know, or course , at that time. 

Yeah . 

1o~t , Just a monent , Leo want s to get you. 

Yeah. 

• 

Regraded Uclassified



».AIUIII&II or m....., nc•• tD 

I'IUIIa a.r1oaa lllbuaJ, Jl1o 4e J ... 1ro 

IO.a It 

DADa rebraaJT 18, l.HO 

1JB4er Araab&'• lut etfar, u wu oorreoU7 ~ 

•too4 'bJ ~ Departuat, eaeh of 11'114" l &114 II wnl4 

be gLyea iatereat at eo peroeat aa4 aaort1&at1oa at 

. 40 peroent of tb.l rata• pron4e4 1n tb.l Araaha plaa, 

Wbioh were ooutaat tor tb.l fnr T•ar•. la tb.l fcrar 

•uooe .. 1 n T•ar• ot tb.l lll1f p1aa all tb.l otb.lr criiA•• 

would. be pa14 40 peroant, Q. peroent, 4.1 peroent &114 

eo peroent, reapeot1YilJ', ot tb.l ratea ot tb.l f1aal 

J'l&r of tb.l Araaba pl.aa. 

1'1tb refereue to .:r telesr• ao. M of rebraarJ' 

12 aD4 to tb.l lut Par&ll'i!Ph of .:r ao. N of rebraarJ' 

10, before takiac exq turtb.lr aouoa Araaba 11111, of 

oourae, inquire 41reoU7 of •• repr4111C C. pabllo 

atUude wbioh would. 'be taka 1a tb.l prem••• lrJ' tb.l 

rore1p Bolldbold.ere lroteou'" Oouo1l. 

• • • 

-

• 

139 
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BY YORJ: 'l'IMIS 

February 18, 19llo 

MllXICO 'ro AID PESO BY S'l!RICT ICOllOMY 

Suarez Hinto at Higher Dollar 
Ra t io- 'l'ella of liN'on Plc.nt 

I~ICO CITY, Feb . 17--Abaolute confi dence i n hia ability to atabil­
he tho peao at ita present level or 11x t o t he dollar-and i f co ndi t1o~a 
ue r .. vorable perbapa even to r evalue 1t till it r eachea five to the 
dollar-vea expr eased by Finance Minioter Eduerdo R. Suarez in a atate­
~:ent tl-.at h featured by the l ocal p reao t hh mornin&. 

n,ue obJecto , he said, vill be achieved by meo.na of a carefully 
1tudied plan which includes t he reduction of t he paper cir culation and 
the vi t hdrl\vlll of part of t he t r eoaury bond1 e.t p r esent 1n t he hand• ot 
tho public . 

140 

By menn~ of s t r in&ent economies, Senor Suarec ota ted, the treaeury 
would be e.ble t o 11111 aside sufficient f'un<le by t he end of March to witb­
drr>r abou t 20 ,000 ,000 peeoe of treaeury bond1 . 'l'he Bank of Hexico, at 
the ~~• time , would be abl e, with t he coopera.tion ot the remaini n& bankw, 
to a ave between 15 ,000 , 000 and 20 ,000 ,000 peaoa which would be vi thdraw 
froa cireul~tion. 

Senor Sunez painted a hopeful pic ture of Mexico ' s economic fUture, 
Sih·er e>:portation, t hout;h iJDDortant, vu no t vital , he aaid , as vas ahovn 
by tr.e f act that aiher had aold ln the p u t aa l ov u 22 centa per ounce 
without paral.yzin~; Mexico . Reduced er<>ortationa or a1lvar could be eo=pen-
11\ted by developing !'.exican induatr z , he aa1d. .A.monc other :;>lana for 
achieving t h i1 obJect he mentioned the erecti on of a rayon factory , at a 
coa t of 30,000 ,000 p eaos , t o p r oduce $5,000,000 worth of r ayon, which i1 
.. t :>reeent import ed fro~:~ IteJ.y . 

The Finance Minister was particularly hopefUl about t he future of 
t he oil indue try . Though production had now d.ropped t o ~bout 100, 000 
b~~r~la dll.lly , he believed i t would ooon rite to 11bout 200 , 000. A merke t 
for aurpluo oil woul d be f ound, ho en id , aa aoon ao Hexico had a f leet 
of tankers, pe.rt of vbieh waa be in& purebeaed in the Uni ted Sta teo M4 
part supplied by Italy in exchange f or o11 e.lrendy delivered . Sixt y 
thouu.nd bl\rrels daily would be uaed internally and t he remainder exported, 
Senor Suarec concl uded, 
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PA!l!IAL PAllAPIIRASI or !ILZQIW( RJ:OII'RD 

I'!\Cil: Aaer1oan l:llba817, Par11, l'ranoe 

DA'rE: rebruar;r 19, 1940 

10.: 2~~ 

FOR THE TREI.8UB:! J'IIOK KAffBIWIS 

.141 

There are reporte, v1thout co-ent, 1n aost ot the 

nevapapere 1n Parle carr;r1ng the announcement ot the Br1t1eh 

that the Government 1e taking ever oerta1n 11eted Aaer1oan 

seour1t1ee owned b;r Br1thh. The announotHnt hae hardl.)' 

oooal1oned muoh eurpr1ee here, 1n T1W ot prertoue d1e­

cuss1ons ot the subJect, Reterenoes telegram •o. 190 ot 

Februar;r 9 - ae I have 1nd1oated 1n this and various prsv1oue 

telegrau, a a1m1lar step Just now 11 not contemplated b;r 

the pertinent J'renoh author1 t1u. l'rom the J'renoh point 

ot v1w - as well ae, I presuae, trom the American - the 

problea 1s ot oourse both leu urgent and leu 1-.portant, 

beoauee ot ~ ver;r much smaller euae involved; var1oua 

eat1aatee g1n the total holdings ae trom tao,ooo,ooo to 

$130,000,000. The l'renoh, ae ;rou ¥111 reoall, haTI not 

as :ret taken the necesear:r t1rst moTe to t1nd out exaotl;r 

either the total rrenoh holdlnge ot Aaer1can seour1t1ee or 

the d1atr1but1on ot suoh secur1t1ea. In France there 11 

no real counte~ to the large holding• ot Br1 t11h 1nnet­

ment truete; tor the 11oet part Aaer1oan seour1t1ee owned 

b;r the French are 1n relatinl;r eull lots. Up to 1bt pre .. nt 

no 4eol&rat1on hal been rectu1rtd tor thole aeour1t1u wh1oh 

are ph;ra1oall;r hal4 1a or broqbt baolt to France. Probabl;r 
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- ·-
a ta1r port1oa ef ~· whieh are he14 abroad and ao' 

plaoed 1a the 4oaa1er ef a bulk 1a l'ranoe are aot 1aela4ed 

1n deelaraUoae. .t.a aauoaed 1a ~ telepoaa •o. 110 

refetre4 w &bOTe, the J'reaeh are I1Y1111 ao• oou14erauoa 

to requ1B1t1oa ot hol41111• of fora1p exobaage. I bellen 

that at eo .. later tiM there will follow a11l1lar treat .. at 

tor aeour1 t1u, u there 1a 1aorau1aa prueure oa 4ollar 

aDd gold ruenea. 

DD DO'l'Io•s on .un no. 
XUJCPBI. 
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JT 

SecrEtary of State, 

Washington . 

2331 (SECTION THREE) 

GRAY 

PARIS 

undatEd 

Rcc 1d FEbruary 191 1940 

4 140 p . m. 

ThE .first authoritativE notE herE suggEsting forcEd rE­

ductiCI'l o.f consumptiCI'l should not be carriEd to ExtrEmes 

(a warning which cErtainly SEEms unnEcEssary in France at 

thE prESEnt timE:) was struck by FrEdEric Jcnny in LE 

TEMPS last EvEning. His articlE was dEvoted prt~rily to 

pricE policy 1n GrEat Britain but r E.ftrrEd also to Franoc. 

After approving such consumption rEStrictions as art ntcn­

sary for army nEEds, .foreign Exchange prurrvatim, and mari­

timE transport Economy hE said: "The quEstion of knowing 

wotthcr onE should go furthEr and envisagE a systEmati c 
' 

l imitat ion o.f consumpti on a8 a vEritablE mEans o.f financing 

th£ war through thl: transfer, morE or lus obligatory to the 

govErnmrnt, of all purchasing prtt£n8£S which the non­

utilization that i8 to say, Economy to the profit of thE atatt 

canbt directly or indirEctly i mpoeEd on tb£ public - anma 

merE questionablE. 

MURPHY 

NPL 
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JT 

Secretary of State , 

Washing too, 

• 

233 , (SECTION FOUR) 

GRAY 

PARIS 

tJndatEd 

144 

Rto 1d February 19, 1940 

4 142 p , m, 

From thE financial point of viEw we should not losE ei ght of 

the ract that all consumption prceuppoecs a corresponding 

production and that all producti on generates wealth - there­

fore resourcEs for thE state , It 111 at leas t quEstionablE 

whEther all industries and all concErns can so t r ansform 

t heir activity 1n practice as to work only tor war and tor 

export; in other words whEthEr war production and sales 

abroad can suffice to assure thE Extraordinarily heavy rc­

quircmrn t s of the treasury, Any exaggeration of such idcae 

risks bringing about as a counterpart of economics imposEd 

on consumrre thE drying up of thE pest savings of t hE pro­

ducers and merchants affected, thue reducing the return to 

the treasury or inorcas1ng uncmploymm t and thereby adding 

to the charges of the etatE - i n brief of going against 

the results dteircd". 

IIURPHY 

NPL 
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JT 

Stcrctary of State, 

Ylashington. 

233 (SECTION FIVE) 

GRAY 

PARIS 

UndatEd 

145 

REc 1d FEbruary 19, l9t0 

6 :22 p . m. 

(~;i th war rcqu1r onmts what they art in France and thE fact 

that between 4 and 51 0001 000 men art under arms I cannot 

but fEEl that his fears art somEwhat ExaggeratEd. Certainly 

such non- utilization of productivE resources and such small 

untmploymmt as may Exist today in France arE largely thE 

rr.eult of lack of adequatE mraaurre to offset thE immobility 

of labor or to readapt i ndustry to war or export nEEds and 

dlminisb full war effort to tbat EXtEnt . Thes E probltme 

wlll bE and arE bEing adjusted and tbE advantagEs to a war 

economy to war financ E and to averting thE dreaded Excess 

inflation of drasti cally reducing consumption stEm to mE 

greatly to outweigh J mny' a somewhat i maginary fears). 

MURPHY 

NPL 

• 

Regraded Uclassified



pARAl'BJI,UI, SIOUO!f BIX, ~ XO. 23:5 or 
Februarr 19, 19-lO J'BOX PARI! 

R1.111ore that Re7naud 1e to J:etire :rroa the X1n1etrr 

o:t' Finance haTe reoeiYed such ourrsnor the 1aat :rev d&ye 

thet t he1 warrant mention1ng, al.though part ot the reason 

theretor mar be po1itioal. apeou1ati one, Which, in the 

146 

present period o:r re1atiYe mi1itarr inaotiT1tr, are natura117 

rite, and part11 due to the reoent- reYiTal. o:t' po11.t1oa1 

aot1Yit7 b7 t he Chamber. The retirement rumora are tied up 

with hla we11-ltn01fll higher pol1ti oal. aap1rationa, friction 

with hli ch1.et, and certain oonaiderat iona o:t' a pereona1 

nature. With h1.a major :t'1nanoial. po1ioiea there ia, o:t' 

oourae, no disagreement - He baa aocompl iahed a remarkable 

Job in restoring French t1nanoe to meat the ahock ot war • 

.Ueo, he haa earned the gratitude ot al.1 th1.nking Frenobllen 

through the smooth and :t'au1tleaa t1nanoing ot the tirat a1x 

month& ot the oont1iot. 

EA.:LW 
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JT 

SecrEtary of State , 

Waah1ngton. 

233. (SECTION SEVEN) 

GRAY 

PARIS 

undatEd 

• 

' · Rto~d Ftbruary 19, 1940 

6:13 p .m. 

141 

Tht securitiEs markEt was strong and mort activE today 

partly because of 1mprovtd tEchni cal position and partly 

on thE "~1rmnEss" displayEd by thE Br1tiah GovErnmEnt in thr 

ALTMARK incidEnt. Advances ranged from 2 to 4% for Frtnoh 

industr1ala, banks and util1t1£8 0 Most rrnt£ i ssues abowtd 

littlE change EXCEpt thE 1937 guarantEE issuE which rEgainrd 

4 . 25 of rEccnt losses . 

(END OF MESSAGE) 

KURPRY 

NPL 

• 

n 
I .. •• ~ 

' I 

I _, 
•• 

J 
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JR 

Secretary of StatE , 

''fashington . 

417 , February 19. 

• 

PL. \Ill 

London 

Dated FEbruary 19 , 1940 

Rtc ld 2:12 p . m. 

FO:t Ta : A~URY FROil BUTTER:IORTH. 

148 

1 . The British Treasury' s pr : ss statEmEnt of the 

Treas ury acquisition ord er ot s~tcificd dollar securities , 

copy of which was cabled to tht British Embassy for 

transmissioAto you at thE end of last wEek, was issued 

so late Sunday n i ght that only one London newspapEr 

contains edi torial comment . This editorial of thE 

FI .IANCIAL TI:.E3 characterizes the step as another stage 

~n a well ordered schEmE for the proper financing of thE 

war a.nd expresses the opinion that ·'aW:rltting that the 

nectssity fo r mobilization must ari se sooner or later 

the coursE now taken " .ill be seen to be thE best . " The 

tone of the comment by financial edi tors is favorablE 

with tht exception of Lord BcaVErbrook 1 s DAILY EXPR~SS 

which asserts t~'Ul t ''many :t)toplc in the city will regard 

it, and rightly, as a bad movcn . My 01'111 impression is 

that the city regards it as a perhaps regrettablE but 

non£ 

• 
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nonE thE lEss inEvi tablE movE and hns today takEn it in 

its striciE. In point of f act i ts IIILiin prE- occupa tion has 

bEEn with thE quEsti on as to whEthEr thE stErling funds 

will movE into EquitiEs or BritiSh GovErnmEnt sEcuritiEs 

:md whethEr a \7ar loan is to bE :mnouncEd bEforE Mnroh 4 • 

ThErE is, of coursE , a grEat dEal of spEculation as 

to thE amount involvEd in th1s list of sEcur1ti Es and 

privo.tE EstimatEs vary o.s much o.s press Est1IIILitEs which 

raneE from pounds 24 million by t he PAILY HAIL to bEtWEEn 

pounds 35 ll!illion c.nd ) ounds 62 m1111on by thE FINANCIAL 

NEWS , most co.lculations bEing ~dE hErE tc.kE thE FEdEral 

RESErVE Bo~rd ' s statEment of Uri t i sh holdings of AmErican 

sEcuritiEs o.~ an authoritativE known starting point. 

ThE city hcs beEn plEasantly surprisEd at the 

modEration of :·/all StrEEt ' s rEaction as rEflectEd 1n thE 

first i10ur or so of trading . ThE main query thAt has CCIII£ 

from NEw Yor!c about thE Bri tish 'l'r cc.sury ordEr bas bEEn 

how t hE list -
2 . S1r 

we.~ COlnP1lt!l • 

Sc.mu£1 Hoo.r E 1n the course of a spEech ovEr 

149 

thE nEEktnd ma inly concErnEd oi th the £XPOrt prOblEm 0 

placEd it in in;.>ortonce \rlth thE IIILiintcn.'UlOE of t he fiS):lting 

forcEs end Exprcsstd thE opinion th.o.t " i f wE do not 

maintain our export tro.dE \:IE ~:~ust lou: thE w:J.r. " HE 

also gave c. hint of cCIIIins incrEase of t~tion When 
"> 

hE d EclarEd thL\t ·•taxpa:ytrs '1:1.111. not shrink from turthrr 

ao.cr1f1cEs wh~ thE tt.E coaEs tor thea. " 

.TODSOB 
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TREASURY DEPARTMENT 150 

INTER OI"'"'CK COMMUNICATION 

DAn F~br . 19, 194o 

TO S.oret~~enthau 

Mr. BAa~· 

The Work• ProJeote A4a1a1•trat1oa report• 2,287,000 
eaplo:rn f or the .. ek ended Pe'bMI&l'J 7, 1940, aa 1aoreaee of 
22,000 pereon• oYer the 2,265 ,000 eap1oJe4 4ur1JIS tlle .. ek 
ended Jaauar:r 31, 1~. !he t1pre for the eDcl of .T&aa&r7 
repreeented an 1aoreaee of 113~000 pereone oYer the aa.ber 
repo~ted f or the 1aet week 1a veo .. 'ber, 1939 . 

• 

Attaobaenh 

Regraded Uclassified



151 

llaaber of WOl'Ul'o 

1937 
Ju1:r 
Auguet 
Septeaber 
ootober 
Nonaber 
Deoe11b1r 

1938 
Januar:r 
Februar:r 
Maroh 
April 
llq 
June 
Jlll:r 
Auguet 
Septe11ber 
October 
Non11ber 
Deoe11ber 

1939 
Januar:r 
rebru&rJ 
llaroh 
April 
Ma:r 
June 

. Ju1:r 
Auguet 
Septeaber 
Ootober 
llonaber 
Deoeaber 

1~0 
Januar:r 

Souroe: Work• ProJoot• Ma1a1otl'Uloa. 

( Ia tbe•oaalo) 
1,'i69 
1,w 
1 ~1 
1:~?6 
1,520 
1,529 

1,901 
2,075 
2,395 
2,582 
2, li7S 
2,767 
3.053 
3,153 
3,2).! 
3.JII-6 
3,319 
3.09' 
2,~6 
3.~3 
2,980 
2,151 
2,600 
2,551 
2,200 
1,M2 
1,790 
1,901 
2,oM 
2,15! 

2,265 

Monthly tigur" are nokl,J tlproo fOl' •bo la'"' 
week ot the 80atb. 

The:r lnollldo oorUflo4 AIM'l aoaoonltlo& wrbl'o . 
• 

• • • 
• • 
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Yetk 11141ng 
19}9-lw 

July 5 
July 1.2 
July 12 
July 26 

.Auguat 2 

.Auguet 9 

.Auguet 16 

.Auguet 23 

.Auguet 30 

Septeaber 6 
Septeaber 13 
Septeaber 20 
Septeaber 27 

October ~ 
October 11 
October 18 
October 25 

Noveaber 1 
lloveaber S 
NoYeaber 15 
Nonaber 22 
llonaber 29 

Deceaber 6 
Deoeaber 13 
Deoeaber 20 
Deceaber 27 

J&n\1&1')' 3 
J&n\lal'y 10 
J &11\lal'y 17 
January 211-
J&n\lal'y 31 

r ebruuy 7 

IC08ll JIIIOoJUfl AIIIIIII!IAfiOI 
J.UV of Worare laplor.a - WoOJ7 

UaUe4 lta,ee 
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Iuber of lfel'kere 
(I a tbcnlua4a) 

2 , , 
2,290 
2,250 
2,200 

2,082 
2,~ 
1 , 977 
1,897 
1,~2 

1,662 
1 ,696 
1,7}5 
1 ,790 

1,s,-. 
1,875 
1,898 
1,901 

1,901 
1,9~ 
1 ,961 
1 , 987 
2 ,02,. 

2,0u 2 , 12 
2,1 
2,152 

2,160 
2,149 
2,222 
2,~ 
2,265 

2,287 

Regraded Uclassified



-• _ .. 

•.. 

•.. 

••• 

•• 

... .,.., . 
' 

-

f-

·- -

1--

•. f-

~. 

1/ 
... ' ' 

... • . . ' ~~, 

-

-
. . cl 

... J .. 

.. ., .. ~, .. t...., .._,..__....._ 

•o••• ••o••••• • ••r•r•~••~ ro• 
........ e# ................ 

fllliW..._._ 

lillatlrll)' e.r.a. _._..t ....._1,. ' ·'""· .,.
1
.,._

1 ' • J ' I f l• I t I 1P . . .. .. .. , .. .. . . ' . . . ~- • • . ' 'I . . . 
1\ 

( h 
L \ 

\ I II 
~ 1 

\ v 
\._/ 

' I . . 
If J) ,, ,, I t J II 

• 

t tJ• -• 
11tJ i f •• • -= +"1"'1f-"'l'"'l~-iiv'"i-:;rr'rn~·~··;mr-9''"'r-;;;·"'1rr-~ ··,;' r-~·,~-;;,;·rn;wn·~··1mr-"V'"'IIi-;yf-.rrf:""r~_~::: 

• 

' •• 

l .. 

l •• 

• .. 
•• 

.. 

.. 

• .. 

•.• ~+-+-+-+-+-! 

! •·• H-1-H--1-1-fiH-t-1-\-+iH-t-.l +t-1-H-+t-t-H 
•·• H--H-i-H-1/'fH.-H-1-t-\bfr't-ic....-H-t-H t-']_-
•·• 1-++-;- l IL , 

'·' 1-i-t-t-t-HH !I 1\ ·-1-H-H--H~'-H 
H--t-1· - 1--t-+-1 

•.. 
••• 
1 .\1 

1.•1--1-f-H ... 
'·' 1--1-f-H 

IJ 
• - t-,-r""tO 

i -I - t- '·' 
,_. W-1--1-i~++-I++H+t-irr'!-'il-J--t--H--t-:-t, ll 

:, -l~+-l~~rr~~ -•·•HI-+-!I+H ••• 
... 
• • ... 1-l-..J-l--I-!1-1-H-l-l+H-t-t--H-rrr~ t- • ~ 

"'~l-hl+--1-il-+++-h++H-t-..,.-1"111-tiiT1'1 
'·' W-11-1-1--l-1-+t-t-Y--1 1-H+-rM" 1-'-t-'-tn-:1./ I-t- ·• 
' -hJ-~~f-lf-l-l-l-t-4-4-4-t-t-:-_;_tt-\-rhrJr-t-+-1 ··· l.IJ- ' I ... 

'\ ..• l •• 
" •• 

''I/ ••• 
• •• 

IJ--t-1-1-HH -1--1--1-++++++t-H_-.1,-.,·yl~{ WI.~~-~".~· :~ 
···-· ••J• l itJlt 

Regraded Uclassified



154 
TREASURY DEPARTMENT 

DA1'9MftU7 11, 1140 

TO s.ero\arJ llora-~ 

FIION I . R. Wlq 

oorcg•'e IICtlll" "*!!IT 

rca m !W' •m rarm 11. ltl) 

'lha connan\ •~U7 .... at llaa .. TH tlu'o'ach a nlr)' aarraw rap 

iD llcht trdiDC acUn\)'. Dut.ac Uta laat no. ... b tiler• laa liMa a 

oot pin ot allav.t 1 ILIIIi 2/32Au 111 pr1•••· n. caaaral ~u at 'ila .arb\ 

11 that ot walUDC far -••t of fr.anl7 flauelAC wnaa , !lie 

market tor the laac .. t !r~ 'lleacla .. 11Uaaaa nlr)' 'ilia aa4 wll&t tntiac 

bao t aken p1a .. baa ~~- ••11117 ia .. 1 .. tacl illhra.Uata aa4 ehorwr ta•••• 
m CORf''D IIXJII!IU 

.UUnt7 ia "-• 11n aorperaw aat aataipal 'Daacl ..a'ke\ piebt ~ 

subatantlallJ, wi"' a w\al at • ...,.., $1!0 111111n ofhrH 1a "'- lu\ no. 

woolca. .t. $18 111111all atfarillc at !rl'Darncll :art~• 'Daacla ._ .... w far 

tho lNllt of 'ilia ~tal. fbaaa 1 ...... *iah wan praperl7 pricacl •TH wall 

but, u 111 tha paa\, the•• 'illal7 priaacl -• _.,...., al-.cPu. O.rparaw 

bonclo offaracl raacH tr.a. ~ a 1/~ ... tr.a 3) \a 40 JMr -tart tho. 

=•nx III£DH MQqllll 

Sin•• h'Drllalr)' lot .11,010,000 'DaaU un M& .. u far 'heaiiU7 

1Dnolllaat a-.h. JDep\ tar $1,310,000 at 1-c Mab, aal" nn -

tt .. cl ta 1uua aal~la w1~ tin ,-an. laloa illaldacl .3,2110,000 fer 

P. D. I . C, ...... ,110,000 fer .t.U• P ..... rV ~ 
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TREASURY DEPARTMENT 15~ 

INTI:R.OFFICI: COMMUNICATION 

DAft J'e'bruu)' 19, 19'10 

TO Seoretar,r Morc-nt~ 

fliOM Mr. Cochrea • CONFIDENTIAL 
The foreign exchange market waa quiet toda_v. The opening quotation for 

aterlint wao 3· 95-3/8. After reachi~~& a high of 3 · 95-l/2. 1n the earl¥ forenoon, 
the r ate e&oed to oloae at 3· 95-l/8. 

Salea of epot oterli~~& by the 11% reporting 'banlca totaled 1.424,000, h'oa 
tho follovi~~& aourcee: 

By co=-erclal eonccrna ••• •••••••••••••••••••••••• • • , 107,000 
By foreign 'ban.lca (lllurope aDd South .U.rica) ••• • •• •• :1. ~~,000 

Total.... ,000 

Pl>rchuea of a;oo t aterling .-oUDted to :1.315,000, aa 1.1141cated 'below: 

By coamercial concerns •• ••••••••••••••••••••••••••• • 355.000 
By foreign banks (7ar Zaat) •• ••••••••• •••••• •• • ••• • • 20,000 

'l'otal .... 315,000 

The folloving reportiJI& b&llka eo1d cotton billa totaling :1.15 ,000 to the 
Bri t ish Control on the 'baaia of the offlci&l rate of 4.02-1/2 : 

:1. 11 ,000 'by t he Chele National Bank 
4,000 'by the Bankera Truot Co, 

:1. 15 ,000 Tot&l 

The other laportant carrenciea cloaed &I f ollova: 

J'rench h'anca 
CliUldera 
Svl.u freaca 
Belcu 
CP&diea doll&ra 

, (224 

· 5311 
. 2242-l/2 
. 1683 
13-9/l~ diacaunt 

lfe purcheoed the followiJI& UIOUllh of rold from the earmarked accOUDta of 
the bllllka 11l41catedl 

$1,000,000 from the Bank of the Republic of Colombia 
~0,000 froa t be lational Bank of Belgiua 

$1, 0, 000 Tot&l 

The l'lderal lteMrTe Bank of • .., Yor k reported thet the Bank ot Mexico waa 
( !hippl nc $1,122,000 tn col4 to 'be eeraarb4 for ita accoUDt at the J'ederal Re••~ 

.. lllk. 

• 
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!ho State D~art.ent fo.....-.led to u cableo •'-tine that the followiJ~« cold 
oh1paenU would be IUIII.el 

$16,707,000 from Sweden, repre .. nt1ng the ohipmento b:v tho :Beak of Sweden to the 
l'ecierel Reoen e :BaDk of ..,_ York , for eccoWlt ot the :Bank ot SWeden. 
!he 41opoo1 Uon of t~ ohip•atll 1a unlal.ovn at the prooct u •. 282 ,000 f r om the llother lando, oh1ppe4 b:y the Tvenhche Bank, .boterdaa, to the 
Guuamt:v Truot 0o'!'U:Vo ll'ev York, for oole to tho U, s. Aooe¥ Offi ce, 

112,000 f rom Sv1tzerlend, obipped b:y t he Banque l'e4erale , :Bern, to the ll'at1onal 
~....,..,,-:--= Olt:y :Bank, Nov Yorlc, for eole to t he U, S, Aeta,y ott1ce, 
$17,101,000 Total 

~. oh1p100nt !ro• the 'Uether4odo, ohcvn abon, 1o the t1ret one which baa been 
"""'• b)' & comerclel benk !rom that eountr:y to the Uolteci Stateo Iince the outbroell: 
of the wtJr. 

There wae a hcl148¥ In India tociay, and the Bombe¥ lil'rer ~ket waa cloaed. 

':he London !lxlog prlceo for opo t aDd forward o1lnr vere unchan,;eci at 2o-J/1+4 
Alld 2Q-ll/l64 reepccthely. 'l'he 11. s. equhelente vere )6 .92~ and J6 .62f, 

l!&n4,y end Harii&D. 1 o end the Tre&allr71 • prleea for)'orelgo ollYer vere unchan&ed 
at 34-3/4; and 351 reepeet1Tel:y. 

Ye IRde alx purehaaeo of o11Ter total1QS 312,000 ouneeo under t he SllTer Pur­
chase Act, all of vhlch wea new production f rom !orelgo countrleo, tor forward delivery, · 

:S:y telephone thh afternoon Kr. Knoke pTe • the followinc tlsureo ae of the 
OJ><nl~~& of buolneu on ll'ebru&r7 19, to bri ne to date thcae which he4 been p.roT14e4 
OD Ftbi'UIIr)' g in resard to Ruoo1an balance• In ll'ev York. The State :Bank of Buoola 
today had with t bo Oheae :Bank $5, 100,000; aDd lettera of credit 11110untlac t o $S ,llilo,ooo. 'l'he J.mtorg balaneu vitb the Obo.oe :Bank .-ounted to $1,)00,000; 
and lh lettero of credl t $2 ,200,000. :BetveoD t he St h and the 19th the principal b -p-nh to the State :Bank aceo=t vere ~.6oo,OOO, repreoent!DC tble proeeedo 
of tho solei ohip110nt from nadhootok t o San hancloeo; and $), 500, 000 f r oa the 
ltotterdM Bt.nlc. Out-.{)apenh Included $21250,000 to J.mtor g; $2)0,000 to Lithuania; $6oo,ooo to Estonia; $)00, 000 to Latrla; lli)OO, OOO to a MChine compan:v In PI ttoburch: $200,000 to the llaroda:y :Bank In Moacov: and both an ln.- and out-operaUoD vi th the 
B&DCo 41 Ro"" for $500,000. 

CONFIDENTIAL 
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TREASURY DEPARTMENT 

TO 

ICr. Ooollraa 

!he Spu1u Aall&elldol" telepbo!IK • a\ 11120 ~. foNJIOOil to leva 
whe~r we ooul4 lin ht- ezq &lliiW.., to \be queUoa tohlola be nl.-4 a tw 
4q1 1&0 1a Np1'4 to pqiJIC for a1oal aa4 \lie al.aUq \bereof wUh \he 
procttde of Spp1eh a1lnr oolu to 'be aol4 to \be 171lUe4 8\etee Gonra­
Mn\, 

1 tol4 \hit .AUu.UOr \!Ia\ 110 aa-r ooul4 'be pna pelllliiiC \be 
arriftl of Store\er)' Morc .. \bau.. tohlola -• 4a].a,.4 'b7 'ba4 -u..r. I 
proe11t4 t o call \be M 'baalldor u ~Oil aa I ha4 ha4 an opponaal v to 
pr~unt thle Mtter for tile Secre\er)'1a ooul4araUoa. 

0 
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INTER OFI'lCE COMMUNICATION CONFIDENTIAL 

DATa February 19, 1940 

TO Secretary ~genthau 

t;HJ.(/. 
Mr. Haa~ 
The Busineee Situation, 
Week ending February 17, 1940. 

\ Subject: 

Conclusions 

(1) The rapidity ot the setback in industrial producti on , 
which has caused the FRB i ndex in two months to lose one halt 
of 1ts entire 1939 rise, will tend to shorten the duration ot 
thi s corrective decline. Kevertheleae, no def inite indication 
of a turn baa yet appeared , and no upturn i n industrial produc­
tion can be expected until new orders reverse their pr esent 
declining tendency. 

(2) The rel atively high l evel ot underlying demand t or aanu­
tact ured product s , and the tact that no serioue aaladjuetmente 
have occurred , will also t end to limit the duration and extent 
ot the decline . However, the underlying demand will doubtleee 
fall ott somewhat ae a reeult ot the bueineee setback, and there 
ia no aseurance t hat new or der s may not be further r educed . 

(3) Signifi cant , though not conclusive , evidences ot under­
lying strength continue to appear in certai n quarters: 

(a ) Retail deaand t or automobile• in early February 
shoved further oontraeeasonal expansion, which has l ed 
to an unvard r evision ot Yard1 e estimate ot February 
automobile pr oduction . 

(b) Rubber companies have stepped up production t o the 
high levels of November, and cotton consumption by ailla 
in January eatabliehed a new high record tor the aonth. 

(c) The tiraneae ot eeneitive ooaaod1ty pr ices over 
the past several veeka has been followed by aoae 1nd1,Ca·--·~ 

tion ot a renewed upturn, led by a sharp impr oveaent 
wheat prioee. 

(4) On the other hand, new orders tor steel continue to 
decline , and further contraction ot steel output i s expected 
in the trade; oarloadings are ott eharplY ; and weekly buaineee 
i ndices ehov steep downturns. 
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secretary Morgenthau - 2 

The general eituation 

The eteepneee ot the ourrent aetback in industrial pro­
duction ia indicated by the tact that an FRS i ndex ot 110 tor 
February, as tentatively eetimated by the Federal Reserve 
Board, would represent a lose i n t wo months ot exactly one 
half ot the entire 1939 rise in the adjusted index, from a low 
ot 92 in April and Kay to a high of 128 1n December. (See 
Chart l , upper section) 

Suoh a setback would carry industrial production below 
the l evel of demand, as indicated by our ba1ic indica• , thus 
correcting in part the moderat e aalad juetsent that developed 
during ~he las t quarter of 1939. According to our index ot 
basic demand and our index of sales, the lenl ot demand in 
December was equivalent to an FRB index of about 117-118, or 
10 t o 11 pointe below the producti on level in that sonth. Our 
basic indices tor January are not yet available, but a prelim­
inary calculation ot our sales index •howe the •otttake • ot 
goods i n January to have been at a level equivalent t o about 
119 tor the FRB index. 

The relatively high level of demand indicated by the1e 
!1guree will tend to liMit the duration ot the decline in in­
dustri al production, since production in the past hae 1eldos 
continued long below the demand level except to correct eose 
serious maladjustment. However, the level of demand 1111 be 
expected to decline somewhat because ot the buainess set back, 
and there is no aaeu.rance, ot course , that the recent lower 
volu!lle ot new ordere will be tully maintuned. 

Aa indicated in the lower section ot Chart l , the aetbaok 
in the FRB index ot industrial production i n J anuary wae due 
largely t o a corrective decline in the steel industry. A f ur­
ther cont raeeaeonal drop in ateel output in February will a.lao 
be largely responsible t or the eatimat ed decline in the index 
to about 110 in that sonth. 

The aharpneee ot the aetback in industrial production 
will tend to bring product ion quickly in balance wi th demand, 
and will result in a more healthy situation than it production 
had been maintained by building up inventortea. A correction 
or t he moderate saladJuetsent in the heavy 1nduatr1ea will not 
mean, however, that a renewed riae in industrial production 
wil l necessarily !.mediately follow. A renewed upturn .uat 
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Secretary Morgentbaa - 3 

await eoae intluenoe tbat ¥111 briq u ezp&Deion in new ol'dere, 
ot which no definite iD41oation ou Jet be ••••· 

Steel Ol'del'e loww 

fhe centering of the preeent eetbaok in the et .. l ind•etrJ 
gins aore than ueual. signifioanoe t o the trend of aew ol'dwe 
t or eteel. Ordere reported b7 the United Btatee Steel 
Corporation tor the eeoond week of rebrU&rJ deolined further 
t o the equ1Talent of about 35 per oent of oapaoitJ

1 
the loweet 

e1nce Chrietaae week. (Bee Chart 2, upper eeotion1 

The rate of eteel output oontinuee graduallJ downward, 
operat1one be.tng reduoed l. 7 pointe thie Wttlt to 67 .1 per oent 
ot oapao1tJ. fhe independent eteel ooapuill are operatiq at 
a ellghtlJ higher rate thu the United Stat .. Steel Corporation 
( lover eect1on of obart ) u4 ~be receiTing a elightlJ larger 
Yolu.e of ordere, eince the ourrent leTel of ol'dere tor the 
1nduetrJ as a whole ie eetiaated 1D the trade at about 4() pe.r 
cent of capacitJ. 

Demand tor eteel troa abroad bas been elowl7 eZJ)&Ild1ng, 
providing one of the aoet encouraging tactore in the prttent 
e1tuat1on, acool'ding to the Iron .Age . Shortage of fuel in 
Europe 1s a factor vhioh lla1' reealt 1n aore purohae .. ot etetl 
1n th1e countrr. IIOrv&J it reported to be enquiring tor 7,000 
tone of coke o¥1.ng to a depletion of euppl1ee 1D that oouotr, . 

Continued ezp&Dtlon in autoaobile ealee during earlJ 
FebruarJ proT1dee u encouraging note. Retail delinriee of 
14 l eading lllll:e1 during the t1r1t 10-daJ period of J'tbi'U.I'J' 
were approxlaatelJ S per o1nt higher thu in the saae period 
ot JanuarJ. Total l&le1 in rebruarJ noraallJ are about 9 per 
oent lover than in Juuarr. Wal'l11 e hal reTieed upward 1tl 
estimate of autoaobile production t or rebrU&rJ, railing it 
20,000 unite to 36o,ooo. 

Soae enoour!lig denloJ)!!ntl appear 

FolloWing eeTeral week• of tlranltl, 1en1itiTe ocraod1t7 
pr1cu turned upward at the end of la1t veelt , led b7 the 
sharpest upturn in Wbe&t prioee einoe the rile of earlJ 
Bepte11ber. (Bee Chart 3) •o .. peoial neVI aooounted tor the 
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secretary Morgenthau - 4 

wheat rise , exoept aome broadening of f oreign deaand, a re­
duced Argentine estimate, and aoae tear ot daaage t o the 
domestic orop because of reduced enov oover. The pr1noipal 
or 1ce taotor eeeas to have been a sold-out oond1tion of the 
i'uturee aarket . Suri ng of oopper by industrial oonsuae.ra 
and exporters expanded aarkedlr during the week. 

The oonauaption of ootton by domestic ailll during 
January , t otalling 730,000 bale•, established a new h1gh 
record tor that aonth, though shoVing a l ese than seasonal 
1noreaee over December. This oonsuaption figure is exceeded 
only by that of Maroh 1937, wh1oh totalled 777,000 balel. 
There is a belief in the ootton trade , however, that aills 
are accumulating i .nventoriee of fini shed goode, vh1oh .aT 

lead t o a later deollne in production unless new orders !a­

pron. 

Rubber compan1ee stepped up production during January 
to approx1aately the h1gh November level, ov1ng to a oon­
tlnued high deaand tor original equ1paent t1ree. 'l'be da1lJ' 
average consumption of crude rubber increased t o about 2,500 
tons 1n January, vh1oh comparee With 2,421 tone in December 
and 2, ~7 tone in Noveaber . Manufacturers appear t o be oon­
t1nu1ng their 1ohedulea on about the sue basis th1a aonth. 

FHA aortsages 1aprove 

While FHA aortgages selsoted tor appraisal remain below 
last rear 's figures, a sharp upturn ooourred during the leo­
end week of February, carrying thea nearer the 1939 level. 
(See Chart 4, lover section) Monthly figure• t or January 
(upper 1ection of ohart) show a saall improvement over the 
December total. In contrast, the F. V. Dodge residential 
awarde ( aolld line ) declined t~r 1n January, aiailar to 
the seaeonal trends in 19~ and 1939. 

The decli ne in FHA aortgage applioatione in reoent 
months has been due to a sharp reduction 1n applloations tor 
insurance on refinanced aortgages . On the other hand, appll­
oatione tor i n1uranoe of aortgages on newly built hoau duriq 
November and Deoeaber ezoesded the previoue year'• figure•, 
a.nd unotficia1....Ait1 .... te1 ind1oate that they vera well ahead 
1 n January. ____..-

161 
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Current bueineee neve 

The businell neve reaaina unfaYorable in Yarioua aepeote . 
New orders, as indicated b;r our veekl.:r in4u:, IIbov no iaproYe­
aent . (See Chart 5) During the eeoon4 week or ll'ebruar;r the 
index remained but slightl:r aboye the Ohrietaas week low, an 
improYeaent in textile ordere being orteet b;r a rurther 4eoline 
in orders tor steel and other produote. 

Weeltl:r businees indioea &how Vide deolinee during the eeo­
ond week or February. The New York Tiaee index ror the week 
ended February 10 dropped 2.9 pointe to a rigure ot 98.6. 
Sharp downturns 1n the adjusted indices ot autoaobile and eteel 
producti on, and in aieoel laneous and •all other• oarloadinge, 
were largel;r reeponeible . 

Further deol1nee in the steel and autoaobile 1nd1oee are 
indicated ror t he r olloVing week. Autoaobile production was 
reduced el1ghtl:r , rroa 95,985 unite t o 95,050 unite, at a tiae 
when the seasonal index begins to i mproYe lharpl:r. 
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cont1dential INTmt OI'PICZ CO ar.-ICATION 

DAft Pebruar;r 19, 1940 

TO Beoretar:r Morpntbell 

,_. Captain Pul .. ton 

Subject: SUrplus laYal xater1al AYaileble ror Sweden. 

1 . During a:r d1souss1on Y1th A4a1ral fUrlong, Chlet ot 

t he Bureau or Ordnance, he .applied •e with the enclosed liit 

ot ordnance material tbat oan be declared a surplus. 

2. 'l'he legal procedure would be tor the 1&1'7 to declare 

the surplus and the ~ arrange tor itl •ale. It thls could 

be sold to Sweden and an:r or all ot it paued along b;r 8ve4en 
' 

to Finland, 1t would be the quickest va:r tor us to provide the 

Finns with munitions ot var. 

}. I also learned 1;bat the ~ and Kav:r had alread:r ~e 

it possible tor P1nland to obtain eo .. !'.I.T. 1n this oountr:r. 

4. 'l'he prioee tor tben artiolu are ln 110 .. cases ~st 

nollll.nal , and 1n all oases tbe:r are ver:r reaeoneble, as t his 

material oan not be used to adYantage b7 the United 8tate1 lav;r. , 
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1. !1M aar- of Ortaue ot tile • ..,. .. leolan 
nrp1u tile tel.lowiq: 

• · )5 ,000 11. 1 . titlee, Cal . )0 , lloU1 1903 ( llpri,..riel4) 
IJaU Coet Price $118; lelllJIC Price $20. 

'b. 

o. 

2 ,500 tnt• aclliae pu , crou4 \Jpe (-.4 a UU1e 
nerloa.l) 

UaU Ooet Price tlOO: eelllDC price $50. 
) ,000 I.nie •chiM pu for aircraft, ooul4 h 

alterecl t or C1'0QJ14 uee or uee4 u 11 ia 
via\er. Clluuo 1a ezoellea\ c01141Uoa. 

IJal\ coe\ price $200; S.l1tAC pr ice $50 
4, 18,000 lpare.barre1e for a\ne. 

Ual\ coet prlea $6; S.lllJIC price $). 
f· )0,000 Jllculaea for a\ne. 

Ualt ooet prl ea l---; S.llla& pri ce $1. 
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1,993 I~IIC ah•Uo rille• . require 1l\t1e oftrtlal. . 
Ualt coet price $1)5: eelllDC prlee $90. 

t. 

321 11• torpe4oll , l eu ,... heecle . 'h will cift 
bet.cu of 11V llea4 wllich can \e -.4e 0011-
Mrclal}T. !Mae \orpe4oll ooul4 \a ue4 la 
ooaalal 80tor \oala . Juce 1000 \o 11000 J'da . 
8pee4 - )0 k\a . 

Ualt coa t price $3-5,0001 S.lliDC price $1,5<)0. 
II. 12,000 llarll: IT -tact 8lael lo aachore 1a po4 COD­

UUoa, ol4 tnoe, aot loa4e4. 
Oal\ ooat price (loah4) $3711: S.lllac prlee $35 

J. 

k. 

500 .. l\11 u4 ....... . 38 cal . l'l'nllftrl . 
0.1\ coat price $26; S.lllDC price $20. 

5,000 A.P.u• proJecUle~. 
OaU coet price (uloac!ecl) $395: S.ll111C pr i ce t200. 

100 3'/23 tlel4 pu wUII oarrt..cee . 
IJalt coet price $---; lell lDC price $500. 

1. 
15' eln. 

6oo J"/50 pu wltll ..... 1 ,.Ua\al ... u. 15" elna­
Uoa; ~ h aM oa ft.4 .-pl.aoeMa\1 or 

11e-Y. 
u· 
18" 

•• 

oa lHoar4 fteal1e , llat aot ~1• \o uU­
alrc:ratt fire . 

Ualt coat price ... 000; S.llliiC prlee t2 ,5QO. OO 
lloo It• /'$J cal. Mftl ,_, wlUI ,...a\11 .uta 

lS" elnaUea, fbll4 _,,.1 taU oa 
allore or n \earl. alp llat aot ecla).-taUe 
t e A. A • tire . 

IJal\ ooet prlc:e • 16 ,0001 S.lllDC pl'loe tii .OOO. 
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I!HJr: Hello, Dan. 

J'e bl'UIU'7 19, ::t94o 
11;30 a.m. 

!70 

Daniel 
Sell: Are you still continuing your vacation in Naahv1llet 

!(!.!Jr: Yeah. It 1 a a lovely place ; have :rou ever been here' 

B: No, I haven't but I ' ve heard about it. 

HJ.!Jr: Yeah . 

B! Well that's too bad. 

I!'{Jr: Yeah. 

9: How are you feeling otherw1ee' 

K!!Jr: Oh, I guess I• ll be all right once I get back but 
r ight now ••• •• • 

B: Now you ' re Juet anxioue to get back, huh? 

m.!Jr: Yeah. Anything you want to ask me or tell met 
AD I on the loudepeakert 

B: 

P.!!Jr: 

B· 

Hl!Jr: 

9: 

Yee, you're on the loudspeaker. Everybody ' s listen­
ing to you. 

Go ahead. 

No, I haven't a thing that oan1 t wait until you get 
back. 

Right. 
ot 

I have a nU!IIbel'/1._. I can tollt to you about but they 
can wait until to110rrow. 

liVJr: Anythl..ng new on the Bank ot America' 

s: No , other than we hope to wlnd up the hearing• tonigbt. 

RJ.!Jr: Right. 

• 
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• 
B: 

~!Jr: 

B: 
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And the people haTe aeked t or a oonterenoe - - further 
oonferenoee and we told them that we•d eee them -­
we'd eet a tentatiTe date tor 2:}0 tomorrow, 

Uh-huh. 

But we want to go over uny ot the matters v1 th you 
before we go into that oonferenoe. That•e the rea1on 
we eet it for the afternoon. 

I!)!Jr: Well I only get in at 11:30, Dan, tomorrow. 

8: 11: 30't 

!!!-'Jr: Yeah. So I don't have muoh •• •••• 

!!: You probably von•t be at the otfioe then before • ••• • 

I!MJr: Well I think I ' ll o011e to the office. I don•t ltnov. 

Um- hm. Yell , maybe we'd better put i t off until 
later. We started to put it off until Yedneeday and • .••. 

8: 

HY.Jr: Well, make it 3 o 1 olook. 

B: 3 o •olook' 

mr.Jr: Yeah. 

B: 

lr'Jr: 

B: 

l!Y.Jr: 

B: 

Jl)tJr: 

8: 

All right . Glad to. 

Dan, What did you do about the head of the Ale&J 
office 1n New York1 

That'• one ot the th1nge that I have on the l1et to 
talk to you about. 

Well I think he ought to ba euepended. 

Reall:p't 

WbaU 

Reall:rt 

oti yu, I -- I thought eurel:r you \fOU14 ban euepen4ed 
h1a. 

• 
• 
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llJo!Jr : 

!1 : 

H!IJr: 

!1 : 

!!l'Jr : 

B: 

I!Y.Jr: 

!1: 

l!'!Jr: 

B: 

'!1!Jr : 

B: 

!il!Jr : 

- 3 -

No, he oame in and talked to 11e about the oaee and 
I sent h im to Harold Gra._a. 

Yeah. 

172 

And Harold Gra't'ee told hlll that he would talk to you 
upon you retln"ll. He ea1d that 1t the matter vaa 1n 
any way embarraeelng to the 'l'reaeury or the Preeldent 
he would submit bls ree1gnat1on. Wow •••••• 

~Tell, I think -- I tblnk you'd better get lt and then 
we'll deolde what to do vlth 1t beoause I read 1t in 
the New York Times "'ery oaretul ly. 

Uh-huh. 

And I know this Charlie Mull1n, and I think you ought 
to ba't'e t he resignation and then we oan deo1de what 
we'll do with 1t. 

lfell now, Mr. Foley Bald tba t be vas going to get 
someth ing trom somebody on thia oaee that might in­
volve Solomon and we thought we bad :!)robably ought 
to walt tor that. 

In...al't'e vhot 

It a 1ght 1n..,olve Solomon. (Aa1de: Is t hat right, Edt) 
Apparentl y Solomon made a mlaerable shoving before the 
grand Jury and made s0111e mU-atatements. 

Well take my advloe and without llllk1ng anybody alee, 
I'd have hie reslgnatlon and then you oan deo1de 
What to do with 1 t. 

I see. 

I'd ha't'B it ln writing. 

All r1gbt. 

After all, 1'011 Devey -- Go._mor Lehlllan ~mpolnted 
a Oo.ataeloner, Judge Crane, and he vaa going 
to go lnto 1 t and whlle he vaa ll&klng up h11 mlnd 
!om Deve:r goea ln and geta thla fellow • 

• 

Regraded Uclassified



: 

J 

B: 

!!l'.Jr: 

s: 

\llo!Jr: 

B: 

HJI.Jr: 

s: 

lii!Jr: 

g: 

!!l!Jr: 

s: 

HMJr: 

9: 

!!J.!Jr: 

B: 

h'l!Jr: 

B: 

---
Uh-huh. 

And I'd like to have hie resignation in my pocket 
~nd then we oan decide what to do. 

All right. 

Because the fellow may change hie mind. 

I see. 

We don't have to aooept it. 

Well, it probably vas a little bluff, (Laughs) 

VhaU 

There probably vas a 11 ttle bluff in it. 

Well I ...... 
• 

He rushed right down here. He called my houee. 

\1ell , I ' d send word and talte his resignation; get 
1t tomorrow and we 1 11 decide. 

All right , I 'll oall him up right away. 

173 

And t'1nd out it there 1B a way ot suspending him sub­
ject to trial or something. I think it'• terrible 
haVing that k.lnd of a person in ohe.rge of the A•II&T 
office. 

Well, have we got any evidence that he ' • involved in 
any wart 

Well, all you've got to do is to r ead the papers. 

Well, it'• hie brother that •••••• 

!!J.lJr: No, it'• be. Isn' t it he' 

B: 

W r: 

B: 

lfo, no. 

The paper read vae he. 

Ito, DO, 1''• bie bro~r. 
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~~r: Oh -- oh. 

a: And he oame down here to tell ue that he had nothing 
to do with it •••••• • 

lll·!Jr: Oh. 

a: •••• ••• and he tried to get hie brother out ot that 
racket. 

II!'Jr: Oh, well, I withdraw What I said. I thought it vae 
he. 

B: No, no. 

I!!!Jr : No, I wi thdrav that . 

B: Well , it ' s h1s brother ••••••• 

ll'!Jr: tlo, well •••••• 

B: •••••• involved. 

Hl~r: • • •••• I withdraw What I said; I thought it wae he. 

a: And nov we were waiting on this other thing that Ed 
vae talking about to eee Whether or not the grand 
Jury' s statement ot Solomon vas good enough tor ue 
to take some action on . 

l!!'Jr: No, I withdraw. I thought 1t vas he. 

3 : I see . 

P.MJr: o. x. 
a· Yeah . Do you want t o talk to anybody e1se - Sull1'ftn, 

Gaston and Foley are all •••••• 

lll!Jr: I want to talk very muoh vi th Fol ey. 

(Mr. Foley takes the phone. ) 

Hello. 

!: Just a I!IO•ent • 

• 
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Foley: 

!!l!Jr: 

p: 

F: 

!ll!Jr: 

F: 

!!l'.Jr: 

F: 

lii'Jr: 

p: 

!!"Jr: 

F: 

I!HJr: 

F• 

!l).<Jr: 

P· 

• 

- 6 :.. 

Hello, Hr. Seoretary. 

Hello, Ed. Ed, somebody sent me the Vall Street Journal P'r1day. 

Yeeh. 

And 1n P'r1day•e Vall-- th1e ol1pp1ng it gave an 
aooount of a letter Wh1oh Senator Nor.rie wrote to Chairman Frank. 

Yeeh, he sent you a oopy. 

Whatt 

He sent you a oopy. 

Well nov, that must have been written Thursday, 

I think eo beoause Norrie• letter to you wee dated 
the 15th of February. 

l·fell , it 1 e in the Wall Street Journal of the-- u of the 16th. 

Yeeh, that•e right. And-- and the letter to -- to 
Frank ie dated the 14th . 

Yes. Well , with --with that letter and the very 
short exoerot that the Wall Street Journal printed, 
I oan•t understand Why you and Sullivan wanted me 
to supply Ben Cohen with the informatiop that -­about Ranee. 

Well , at the time ve t · a 1 ked - - on !'riday I d1dn 1 t 
have the letter that Senator Norrie had eent to 
Jerry Prank nor a oopy of the letter to 7QU. 

Yeah, 

Ben Cohen oalled me home on !'r14ay .orn1ng. 
f 

Yeah.· 

An4 he ea1d that be would like to kaov the exaot 
late 'ldlen 70U bad a tall: with Hanes. 
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~~Jr: 

F: 

lr.!Jr: 

!': 

l!''Jr: 

?: 

I!!' Jr: 

P: 

!O~Jr: 

- 7 -

Yeah. 

And I told him I never knew that date. 

Yeah. 

176 

From what I knew it wae someti me shor tly after 
Ranee resigned but I didn' t know the exact date . 
And he asked me if I could find out by i nquiring 
or ~!re. Kl6t z and by checki ng the r ecor da, and I 
told him I didn't know but I would t ry. And I spoke 
to ~!re. Klotz and we couldn' t find anythi ng that wae 
very defini t e . It wae my recollection t hat you had 
epoken to me when I was out at your house at dinner 
on the 5th, but there wasn't anything in ths r ecorda 
that showed that you bad spoken to Hanee a t any 
particular time. There were a nU!IIber or timea When 
you had seen him , and under the oiroumetancea aft er 
talking w1 th '!re. notz we thought the beet thi ng to 
do wee to call you and find out. All I was t ryi ng 
to do was to avoid another blow-up and keep them 
from saying that we were not cooperat ing. 

Well, that ' s all right from your standpoi nt, but 
why after Norrie had written a letter and undoubtedly 
a t Cohen ' e i nat1gation ••• ••••• 

Yea , I think probably they wrote it for him. 

~fell then why on Friday, 24 or 48 hours later, were 
they trying to ge t t he detailed information and hang 
it on md 

\~ell I don' t think t hey wore trying to hang it on 
you, l~r. Secretary. I thi nk that they wer e tryi ng 
to afford a baeia for a r eply to Krock ' s stat ement 
in r eepeot or the letter that Norrie had aent to 
Jerome Frank. 

Well, l ieten , ~ • •• • •• 

Yeah • 

• •• •• • e i ther one of two t h1nge: If he wrote t hat 
letter on the 14th, and t hey wrot e it f or hi m, then 
they d1dn ' t haTe the i nf ol'lllat1on and got col d feet 
on Friday. 
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p: Well, I think that -- I think that Irock • • ••• • 

f!!!Jr: No, I think -- I mean, I th1nk tor Ben Cohen to call 
:pou up on P'riday and get all h1e intol'lllat1on atter 
thle letter had been written •• •• •• 

p: Yeah . 

!1'-'Jr: ••• ••• two days before, I thinlt 1 t 1 e outrageoue. 
I mean, the letter liaid that Hanes had done eo and 
so and eo before • ••••• 

F: Vlell , it'e subject to that interpretation. I'll 
read you the paragraph that •••• •• 

1\l'Jr: And I Juet thinlt that Ben wae trying to uee you and 
make me the goat. 

)': \fell , I didn't get that iJil)reuion at all, 

lll!Jr: Well etop and think a minute . r 
r : Yeah. 

I!HJr: Stop and th1nlt a minute. Why, two days later, 4tl 
hour~ later, ebould he call up in all thle excite­
ment and try to get the information. Either he 
didn't have it when he aeeieted Norrie to write the 
letter, or he did have it and then be thought vall 
we ' ll tay that we got thle trom Xorgenthau. 

r: Well, hie etate~ent to me wae, ·~rook ie trying to 
crawl out by taking exception to the time when 
Hanes ie euppoeed to have seen the Secretary.• 

KY.Jr: lfuo -- well, but the letter -- Norrie' letter made 
a flat etatement. Never mind about ~rook. 

P: tlell , here'• - - I ' ll read :pou a paragraph. It'• 
subject to two -- to two interpretation•. Let me 
find it. (Brief ~uee . ) 

•In tbe second nlace tble article place• the •eer1ee 
ot info~al meetings: of theee unknoWn aDd myeterloue 
parties in intereet prior to an inquiry which Mr, 
~rock etatee Mr. Hanee made to Secretary Morgenthau, 

• 
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!ll'Jr: 

P: 

!l''Jr: 

F: 

m•Jr: 

F: 

HYJr: 

r: 

!1!-!Jr: 

F: 

llv.Jr: 

P: 

r: 

H!~Jr: 

178 
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the date of Whloh 1nqu1r:r il kno¥11 to be 'Orlor to 
the tiling ot the petition in bankrupto:r.· !hie 
means that these unnamed partiel had their meet­
inge and had already deoided on their choice ot 
truwteee before the case wae eYen ulligned to the 
Southern Dietrlct of New York.• 

Yeah. 

So the -- the etatement, •the date of Which inquiry 
ill known to be prior to the tiling ot the pet1t1on 
in bankruptcy• oould refer to the informal meetlnge 
or it could refer to Hanes' conversation with you. 

But the taot remains _: nov just stop and t hink a 
minute, Ed. This letter vas written on the 14th, 
wasn't it, Norrie' lettert 

Dated the 14th, t hat's right. 

o. I. Now, 48 hours later they oall up ln great 
excitement • ••••• 

Yea, beoause Irock had called Norris on that date, 
as I understand it. 

Yell, tile tact rell&lne When they wrote the letter on 
14th the:r didn't have their taota, did theY' 

'rbat•s rlght. 

VhaU 

That -- I mean, insofar as that date i~ ooncerned. 

Yeah. 

VbaU 

I think that' 1 right. 

Yell I vae under the iaprelelon, ani Kl'a. nots 
tell~ me that I vas tm)q, that 'llben I talked to 
you trom the ranoh .._, JOU laid that 701\ an4 I 
were out on the 28th. 

• • 
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F: 

!!MJr: 

F: 

F.!!Jr: • 
F: 

F.!·!Jr: 

F: 

tNJr: 

p: 

111:Jr: 

"· .. 
ID!Jr: 

F: 
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No, you an4 I had dlDDer on the 5th, Kr. lleoretl.l')', 
at your houee, and ~ vent to tile monee after that. 

Yeah, I reMmber, and you eald we laY hie -· Jlanee• 
eeoretar)' there. 

That•• rlgbt. That vae - that vae on a J'r14ay nlgbt 
on the 5th of -- of January. 

I eee. 

And then the reaeon that I think you mentioned it to 
me at that time il beoauee at the -· at the Jaokeon 
Day Dinner on the ~th, ••••• 

Yeah. 

• .• .•• I Ia' next to !om and !oa laid eometh1ng about 
Ranee trylnlf to get the Aeeooiated Gae trueteeehi:p. 
And that vae the -- the firet time that I had heard 
it from anybody but you. 

Well I -- I haTe abeolutely no recolleot1on of that, 
you seet · 

Yes. 

I !'lean -- and I had ~lrs . laotz look up the Saturday 
ETen1ng Poet artiole Yh1oh val the 13th •••••• 

Yes. 

••••••• and-- and I remember-- the only thing that 
I can remember ie that I had expected to haTe an 
unpleaaantlunoheon Yith him on the 11th on account 
of the art1ol1. ' 
Yeah, 

And after the lunoheon t Nid -· well, he neftr ~:)ft 
up the arUole beoauee he epent 1101t of the tlae 
ing about h11 own probleM. 

Yeah. Well, I oalle4 tbn atMr VI ta1ke4 YUh 1011 
on J'ri4a7 u4 ! told ~ ~t. I ha4 oal~td 1011 11114 
the bel~ J'IOOlliOtiOD tbat 1011 ha4 Yal ~t tile 
th1118 bll4 ._ -!~ ~ ,oa flrlt at the .1~ 
~' JO• ._. wt.t~t ~· ."* -.. ua • 

• 
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' l'}!Jr: 

;' • .. 

l!!'Jr: 
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Yeah. Well , the other t hing Vhioh I oan• t under etand 
ie , that I under etand it that you and Sullivan telt 
that it we oould give them thil information had 
taken plaoe prior to the lOth that that would eaee 
Me out ot the eltuation. 

Well • ••..• 

It seeme just t he opposite t ome . 

Well , I-- I d on't know Whether it would ease you 
out of t he situation, Mr. Secretary. What I thought 
was that it they disqualified Hanes on that ground 
t hen -- t hen t he whole thing would oome out eatie­
f actorily trom t heir standpoint and t hen all thie 
bitterneee might be forgotten. 

Yeah, and all the bi tterneu would be concentrated 
on me •••••• 

F: Well , not neoeeearily. 

~!Jr: • ••• •• by Ranee . 

~: Well, maybe it would shift the burden. 

!!:'Jr: Oh , sure . \fell , that ' s just -- exactly. 

!': 

HVJr: 

F: 

J.!.HJr : 

F: 

m!Jr: 

Yeah. 

Exactly. 

~Tell I -- I -- that's Wha t I -- last week when I 
told

1 you that we were in the middle I-- I don' t •• • •• 

Yea, but what 'FOU wanted to do on Friday, you and 
Sullivan vould.have made, oertainly f r om HBnee' 
etandno1nt, would not only put me out ot the niddle 
but wOuld ban 'OUt IH right 1n v1 t h Ben Cohen a.nd 
Ranee would haTe blamed me entirely •••• • • 

Well, I - - yeah. 

••••• • tor not get t i ng it. 

Yel l •• • ••• 

• 
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Hl'Jr: That •s not a very enviable position to be in 
where I consider my own reputation for sinceri ty 
and in that the man did ask me had I any objection 
and I didn't and if I was asked publicly tomorrow 
had I any objection, I'd have to say the e~e thin~, 
that ! have not . 

"• t . 

l!''Jr: 

?: 

!!!'Jr : 

r: 

That ' s right. That ' s right. 

And I -- I •ve got certain principles, and you said 
Just what I felt after my oonverlat1on w1th you that 
- - on Friday and .after seeing this article I was very 
much u~set because it ~1ould place the entire thing on 
me and Hanes would have every reason to feel that I'm 
the person solely responsible for ble not getting it . 

Well, I don't think he oa.n feel that, Ur . Secretary, 
because I understand trom reports that come -- oh, 
Bob Xintner and Gene Duffield and other people, that 
all of Ranee' anger is directed at O>reolWlanA Cohen. 

But you do agree with me t hat if we had been able to 
~ive it to hi m it would have shifted it on to Me in 
that I would have supplied the neosesary evidence. 

No , I don ' t think so , l{r. Secretary. I think that • •••• 

!r!Jr: Let oe ask you one t b1ng. Aren't you eurprilled to 
learn now -- I oean , would you have called me on 
Friday if you' d have known that Senator Norris had 
written thil letter 4g hours before' 

F: I think so, Mr. · Seoretary, in view of everything that 
has happened. I -- I may be wrong but •• • ••• 

ID!Jr: I can't help it, Ed. I think-- I think that Cohen 
pulled a fast one on you. 

?: Well ••••• . 

~·Jr: And - and :rou etcro and think u onr. I mean , he 
di dn't tell you when he called you, did he , that 
Norrie had written thie letter~ houri pr1V1oua' 
And what he wanted va1 to make good that letter1 

F: Oh , I don't t hink he ea14 that in eo many verda, Mr. 
Secretary, but the utter bad been on the t1o'Ur of 
Norrie' Rorril ' letter the day before and then 
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Xrook• e reply t o Norrie wae aleo on the ticker, 
and I gathered that Ben waa trying to anewer Xrock 
for Norrie . I didn 1 t t hink that there was any with­
holding of information. It ie a fact that I didn't 
have the letter from Morrie to Frank and I didn't 
get it until Saturday. 

!!''Jr: Well , a t least I'm eat1etied all tar ae you•re con­
cerned that you've kep t good faith with me . 

P: Well , I•ve tried to keep good faith, l!r. Secretary . 
It's a very try1n~ situa tion and ••••.. 

:!!'Jr: Yes. 

182 

P: ••.... I -- I realize tha t Where there are oontlicting 
feelings or this oharaoter it•e awful ly ~rd to • •• •••• 

!r:Jr: After all •• .•. •• 

r: ...... be consistent and what I ' m trying to do ie -- 1e 
be consistent . 

!r.'Jr: NOll, what -- well , what I want to say to you 18 this: 
\fhen I come baok tomorrow, I 1 d like you today to 
dictate and it Sull1 van hae taken part -- any part 
that he has taken -- a sort or a timetabl e vhst you 
t hink happened from the very beginning. You s ee? 

P: Sure. 

:!!:Jr: A t1'11etable. 

?: Sure. 

H' 'Jr: I then would also like a very brief summary or the 
Act Which urovidee tor the SEC to be the truetee, ie 
that what you called the SECt 

r: 

!!l'Jr: 

F: 

That•e right. !bat's right. 

You eeet 

Yeah. 

Beoauee I may want to reetate Why I eaid What I eaid 
and Why I think 1t wuuld be good it the SI!C 41d it. 
I don ' t know llbether I'• to1ng to but I uy want to 
reetate tbat, you ee~t 
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F: 

ID!Jr: 

F: 

r.: 

!l:'Jr: 

F: 

ID!Jr: 

F: 

!':!{Jr: 

F: 

RI!Jr: 

F: 
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Ytl. 

Beoauee I feel that there are two things 1ih1.oh I'ft" 
had part 1n - both art publ1o property, and one 11 
that Ranee aeked me d1d I have any objeot1on and I 
sa1d no. 'l'wo, I thought the 810 ehould t!llte 1 t JOU 
se~ , 

Well, I have a proposed reply to Norr1a 1 letter •• • ••• 

Yeah . 

• ••. •• that May give you an opportun1ty to eet tortb 
your poe1t1on aga1n, thet ~ou may want to ut111ze 
tor that ~ss. 

Well, I'd 11ke to be able, ae I say, to real1zs Jult 
what t h1s reapone1b111 ty would be 1t the SEC d1d take 
the trusteeship. 

Yea. You see, Jerry tried to take the pos1t1on that 
he had told ue •• • ••• 

No. 

•••• •• that they would not take 1t. 

Now, that was a damn 11e. 

'!bat 1 s right. Beoauae I 1 •e got a traneoript of • 1 
oonnraat1on Vi th Jerry where Jerry laid that they 
d14n1 t want 1t and they wouldn't do anything to get 
1t. A1 a matter or tact , two or h11 ooma11s1oner1 
were absolutely opposed to tht1l' taking it, but 1t 
eoqe ored1tor wanted to alk tba oourt to appoint 
them and the court aeked them to take the oan, . tbat 
would be another matter and they would oonl1der 1t. 

Well, I don' t know vbtn that oonveraation took plaoe. 

Well, I do. '!'hat oonnraat1on took plaoe on - on 
J'r1d&J Dil!,bt or Satart&J 110ming the -- e1 thtr the 
11th or 12th of 3t.rJUU7, u4 tben I also told Jeft'7 
befol'l !bunaD Hill wnt to Jew Yoft When the haar­
lns ... bel4 in re'br1al7 before Ju4p Ltlbell that 
tbat waa 11Mt - tbat n wre ,01111 to aak tbe ooan 
to appolat tile IIG. 
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F.}!Jr: Yeah, 

r: And Jerry said, •Well that's all right With me but 
I don•t know what the Comm1se1on will do.• 

Hl'Jr: 11ell, I want to get that straightened out because I 
I can tell you or two conversations I had with Frank, 
bot h ot which you were preaent. 

F: Yeah. 

'!:'Jr: And t he second one lire . !Clotr. was present . 

F: Yeah. 

!:"'Jr: The one a t my house Where he eald as tar as the SEC 
t aking 1 t , he wae neutral and he wae -- he said 

either way-- he didn ' t care either 
way; he had no 09inion. 

184 

F: Well , he said they wouldn't do anything to go get it, 
but it the court asked them to take it, Why then that 
would be another matter and t hey' d have to consider 1t. 

l!I'Jr: He said , and then again t he other day at the ottlce, 
t hat famous afternoon, he re~eated that statement. 

r: Yee , I -- ve - - we let go by there , Mr. Secretary, a 
chance to knock t hat down, because I got out on the 
edge ot my chair and I - - I l ooked at you and I ea1d, 
1 Let me talte 1 t, • and you waved your band tor r:~e to 

m:Jr: 

F: 

ffi'Jr: 

F: 

~~'Jr: 

r: 

keep qui et. · 

Yeah . 

And ve let ...... 

Do I ever do t hat' 

We let that one go by, 

Yeah • . 
Bu.t ••••••• 

Well, you've got it, and that little f ootnote on 
!Crook' 1 thing was - I t1gure4 was Just a lle. 
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F: Yea, he called !rook and be told that to Xrook. 

HMJr: Well •••.•• 

r: ~rook didn't put it on him d1reotlr but I underetan4 
that he oalled rrook and ea1d that he told ue that 
ther wouldn't take it and we knew darn well ther 
wouldn't take it When we went up and asked the clerk 
to give 1t to them. 

HI!Jr: Yell, ltintner and Alsop repeated that. 'l'beir column 
is published in the tuoeon paper. 

F: Yee. 

m!Jr: 'l'he:r repeated the sue thing. 

F: Yea. Yell Bob talked vi th me about that a1'ter he 
talked to Jerrr and before he wrote that oolUIIIII. 

!IYJr: Yell, th1B -- this is the wa:r I feel. All I want to 
do ie -- Whatever I'm going to do I'm going to do 
publiol:r, eee' 

r: Yeah. 

185 

B~Jr: And ae tar as Xrook 18 concerned tbe .. ;:ring nobodr 
reads it but Cabinet 18 t!l'ett:r good, and -- but I 
do want to do one ot two thing•: E1 ther ea:r nothing -
bello' 

P: Yes, I'• 111ten1ng. 

ll'IJr: ••• • •• or if I - Whatever I do I want to give it to 
the eo-called 110rking prell rather than to the 
oolUIUiiete. 

r: Yea. Yell, rou could -- 10U ooal4 repl:r to lforr1e 
ana rou oould pub111h a oopt of rour ~eplr ~ lforrll 
br b•ndlas u to the pre••. 

llY.Jr: lut I oaa•t help u, 14, I 4on•t like wbat bappeDe4U 
J'Jol4ar, I 4on't 11U the va1 Oobn ,.,.,.-! billie J 
&114 I tbt u tbe '1 ntbet tblag 1011 oaa •af' aboUt tile 
MD 11 tbat 1D bU preMDt OOD41t1011 be1* 1rrei)IODI1bleo 

• 

• 
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r: tTell , he·•e certainly terribly exeroieed about the 
Whole thing. I haven 't eeen htm einoe the-- the • •.•• 
(Laughs) 

'!''Jr: Whatt 

F: I haven ' t eeen him since -- since you lett. I ' ve had 
a couple ot talks with him on the telephone and -- and 
that not until Friday last week. Then he called up 
on Saturday a couple or times and he sent over some­
thing that he -- he had drafted tor Norri e to say in 
reply to ~rook and said t hat he had told Norrie • 
secretary to oheok with me t he time when Hanes had 
seen you, Which was the 11th , and Norrie' secretary 
haen• t called me and I don ' t think any use has been 
made ot t hat . 

"''Jr: tlell - - well that 1 s -- you know how I reel and ••••. 

... 
• 0 11ell. , i t • s an unfortunate sit uation all the way a round • 

I have never seen a situation Where there were so many 
teel1ngo involved in all my 11te. 

HVJr: Well my feelings are very ou1et . I mean , I ' ve been 
perfectly forthright about lt and I' m not going to let 
anybody change me. 

F: 

~·Jr: 

F: 

Yeah . 

And there'• nothing that I 
plain t o anybody and it - -
11ke to eee the SEC do it. 
Norri e reel about t hat? 

have to apolog1te or ex­
aft er all, I still would 

How doee the -- How doee 

Well , he - - he th1nke they made a great mist ake . He 
reels very, very s t rongly that that was t he provision -­
I mean , that vas the s i t uat1on t hat this pro'f1sion vas 
inserted 1n t he law to take oare or. 

!!''Jr: !he amusing thing is , as to principle, I ' m ln the 
poe1 t1on or the I!IOBt extreae New Dealer who wants the 
SEC to carry t his out . 

F: You and Bob Jackson. That ' 1 rif!ht. 
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F: You and Bob Jaokaon. 

Hl!Jr : Right. 

!': And Norrie -- Norrie g1Yea you that ored1t. 

ID!Jr: And the other eturr ia all Yel7 unplllaeant perlon­
alitiea and I'm going to atiok to my prinoiplea. 

F: Yeah. 

HY.Jr: I'm alao going to 
Ranee a atatement 
anybody. 

F: Yeah. 

atiok to the raot that I -- I ude 
wbioh I 1 111 not going tofbaolt on t or 

go 

Hl'Jr: Beoauae I ne•er haTe gone baolt on mr word and I'm not 
going to nov. Nov there 1 a one other thing that --
this haa bothered me a lot, 'lthioh you bo711 ought to 
put in the baok or your heada. I think t hat thia ia 
important but I don •t want it to go out or the Treaaur:r 
without my oonaent~ Hello' 

F: Yes , sir. 

!!!•Jr: At no t1118 did Hanes tell me he wanted thil. 

?: I see. 

IO~Jr: When Hanea phoned me - I've onlr talked t o him tvioe -­
when he got through and before he hung up he aa1d, 
'Everybody nov haa agreed that ther want me.• You aeet 

F: .,. ... ,a. 
RVJr: ~t he aa1d ' •I ha•en't def1n1tel:r ~~~ade up •r a1n4 J'lt 

t o take 1t. 

!': y ea. 

ll'!Jr: 8o I th1nlt tbat'a 1Jip0rtant aa to h1a rela t1onlh1p 
between Hanel and •J'IIalf. 

Yea. 
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ID!Jr: I th1nk 1t1 1 •ery 111P0rtant, 

r: Yea. 

!O~Jr : Beoau1e Hanee never 1a1d to me, •Jow, Henry, I want 
th11.• 

F: I eee, 

!!l'Jr: 

F: 

r: 

ID!Jr: 

F: 

F: 

?: 

ID!Jr: 

F• 

HVJr: 

r : 

• 
You eee' 

I eee, 

And I tMIIk 1t -- Mre. ltlo tz ought t o eee whether 
there 11 a record on what n1ght that he nhoned me. 
I 1mag1ne he called me thouph the Treasury IVitoh­
board. 

At your house' 

At my house. 

o. !C, 

But the last th1ng he ea1d wae, •Well I haven't made 
up my mind det1n1tely tha t I want to take 1t yet.• 

Yeah. 

Ot oouree that vae Jult an added tMng, but n• a --
1t1e 1nterelt1Dg 11114 1t1e worth remembering. 

Yeah, Would you want -- I -- would you W&llt me to 
read you th18 propoeed r1pl1 that - to lforr11 tbat I 
havet 

I don't think eo -- bow long 11 1tt 

Very ehort. 

All r1pt, pleaN. 

•tJpon aT retlll'll to WaD!D«tcm toa-1 I red tile oon ot 
JO'UI' letter of l'e~ 1-. to ~ l'NIIk of tile 
leour1Uee 1114 .. Janp Ga te1lU .zoelat1YI to 'iae 
AleoolaU& lu ull llioVh ... lll'el! JOG ••• • • 
r.~~~: •r ~ea. 
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Hl!Jr: 

!' : 

HtJr: 

?: 

~!Jr: 

F': 

!!"Jr: 

P: 
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1Like you, I would have been delighted by the ap~int­
ment of the Seouritiee and Exchange Comm1aaion ae sole 
trustee in t his nrooeeding. 

1 In the interest or tairneaa, there iB one matter Whioh 
I want to clarity, Your letter ia susoeotible to the 
interpretation that former IInder Secretary of the 
Treasury Hanes inquired or my posi tion prior to the 
tiling or the petition in bankruptcy on January lOth, 

1 I have looked through my recorda and to t he beat or my 
recollection it was on January llth when I had lunch 
with Hr. Ranee that he asked Me if I would have any 
obJection to hie apoointment aa trustee. I told hi m 
that I would have no obJection if the Court appointed 
him but at no ti~e did I any t hat I would recommend 
him to the Court .• 

\lell now, the letter ia all right but before I send 
it I ' m going to ahov it to Hanes . 

Sure. 

And I • m golng to make hi m initial it . 

All right. 

You see? 

Yeah . 

'l'hen there can be no question about it. And he aay 
say, •No you' re vron~, Henry, I talked to you about 
it so and so.• 

Yeah. 

See' 

llell I had thi s -- well -- to aubmi t for your oon­
aide;.tion because I think ve -- I think it's all right. 

It's all right but before I sand it I - - I certainly 
-- I neraonally would .t~ov it -- I mean, I'd aend tor 
him .Q-aelt and ehGir it to h1•· 

• 
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r: Yeah .• 

lt"Jr: I mean , I tb1nk tbat that would be the thing to do. 

f' : Yeah . 

H!'Jr : And say, 1 Is' tbis oorreo"' 

r : Yrah . 

'l''Jr: But 1t h e says t h e letter 1e entirel y eatietaotory, 
and I think it's very well written a nd I t hink I'd -­
and t hen I ' d oubliah it. 

f' : Yeah. 

'!!'Jr: Well ••.••• 

r: You'll have a chance t o think about it and I 1ll -­
I 111 get up that ll)emorandum and then we can talk 
about it tomorrow when you get back. 

!n!Jr: Ri ght. Now, does Sullivan want to eay anything about 
t hiS' 

f' : He says no t now. 

!!!!Jr: Wbat' 

r: He eaye not now. 

"'!Jr: 'II that ao11ebody laughing'? 

F: y ee, that was I • ••••• 

m!Jr: Oh. 

r: d D •••• .. an an. 

'i''Jr: No t no"' Well, he'd better Ba3' 1t now or nenr. 

r: 

John 
SulUvan: 

All right, here he ia. 

I •rely wanted to .. ,., air, tbat I don't aoqaieNe 
1n :roar new ot the 1Uuat1on bat I don't' think JOU 
want to dliOUM 1t •7 liON owr t:he phone, 4o ro-' 
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!lV.Jr: Mot J)fll'tioularlJ - you 11eaa about the FJoidaJ inoic1en" 

s: That•• right. 

ID!Jr: Uh-huh. Ro, I oan -- :rou know how I teel. 

s: I know how you teel, eir, and I think :rou•re wrong. 

l!J.!Jr: You do' 

s: Yea , I do. 

!0-"Jr: You mean about Cohen. 

S: That•• rlgbt. 

!l!-'Jr: Well, I' 11 lie ten when I get be.olt. 

S: That •e what I t hought . 

Right. 

s: \•Tell, ple"eant lan41nge , e1r. 

'IJ.!Jr: Is (}aston there' 

S: Right here, eir. 

!lerbert 
Gaston: 

!l''Jr: 

G: 

RJ.!Jr: 

G: 

(Mr. Gaston take s the phone.) 

Hello. 

Hello. 

Yee' 
Anything new, Herbert? 

• 
• 

Nothing part1ou~ar I gueee. The:r had a .otor out 
ot 1our plane th1e laet week and haft got U baoJt ~n. 

l!J.IJr: Uh-huh. 

G: OthU'Wl~e I don't mow ot aa:rtb1ng 1Jipor&aDt. 

o. Jt.· .. 
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G: 

IDIJr: 

~: 

m!Jr: . 

~: 

H!!Jr: 

G: 

!ll!Jr: 

G: 

Hl·'Jr: 

G: 

!!!I.Jr: 

fbat 'IIDD1 t wu.' 
.Ul rllht. 

Right. AnJ'bo41 eleet 

Ro -- 1t M're. nota 111 sollir 'baok to her 1'0011 1•11 
talk to her there. 

Yea, ehe•e dolng that rlsht DOW. 

'lbank you. 

Bow•• your weather theret 

Bad. 

Bad. 

Bow 111 1t 1n Waehlngtont 

Well, lt oouldn't be woree. 

I eee. 

• 

G: Oold -- oold rain. • 

lll!Jr: Right. 

G: 

Operator: 

G: 

0: 

• 

Juet a •1DUte • . 

( Brlet 'J)Suee. ) . 

Hello. 

• 

Yea. Re•• -- be'• ewlto~d o,.r, la't bet 

Yee, he bM. Rlabt. 

• 

• 

. ~ 
• 

• 

• 
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The export cargo situation lias not materially chanced. 

until the stora this week the railroads were lightering tor aport 

average or 800 cars per day. The railroad lighters on de.urraae 

noon yesterday ~ed 1.44 acainat US tbe sa• day last week. 

railroads report that there bas been an increase or approxiutely 

cars i n the quantity ot export- treicht unloaded trom cars and held 

1n railroad r ac1li ties. 

Grain is 110vinc treely both 1n and out and there are appro:rlaately 

, 000 bushels 1n elevators, barces and railroad cars. 

There is an active demand tor grain space to Antwerp/Rotterd~ 

having been paid with 80- bid and r efused. 

The outstanding developt~ent 1n the freight market has been the 

spectacular advance in the rate on crain from the River Plate · to Europe -

$32.00 per ton against t2,4.00 a week ago. 

The net fora and tiae charter r ates are advancinc, the tor-.r troa 

the Gulf being 39¢ and troa the J orth Atlantic 34¢ per cubic toot. 

advantage or this is that it makes the goinc very rough tor the 

and non-conference operators, who are curtailing tneir 

The Black D1a110Dd Line took the s•.ll Jorwegian st-r 

charter at •35,000. per 110ntb. 

While the situation bas uot ,-et been eatire}7 cleared up, it 

seems liltely tba-...the British IOYernmmt has ellbarloed all pacHn1 bouae 

produets.wi th the ~eption ot sausqe oasinla, shipped subsequea' to 

P'ebruary lOth. 1rhlle it 1a boped aDd expected that illport Uoensu 

~ be IJ'IDted tor troHD poil'k procJDota, tbeae will pi'O'IIU}7 be Ollll' 
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Uaited quantities &lid tbit aolualoD tro. this illportant ct)IOZ't 

_,. ...... "' will proride a problea, not oDly tor tbe JMrican packers but 

ror the ste ... h1p lines operatina to tbe Onited ][ingdo•, Whose 

Paclr!ng lloue 

fnrcduc:ts were the oDly reu1n1ng car1o ot &DJ consequence lloT1ng 

required retri&eration. Aa 1Ddicated preT1ousl7
1 

IOsTold 

the East Asiatic COIIJI&DJ are expected to abandon tbe1r pro3eoted 

~ •• ,.,rie•~s ! r om this coast • 

• 

• 

• 

• 

• 
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R-618 

ror rolease in morning n81'1&papora or 
Wednesday, February 21 , 1940 February 20, 1940 

The Federal Advisory Council or tho Fodorol Reserve Systa. 

beld its annual organization meeting in Washington on February 18-20, and 

elected !l:lward E. Brown, President of t.be Firet llstional Be.nlc ot Chicaao, 

u President ot tho Council, nnd re-elected Bo-.rard 1.. . Loeb, Chai~ of 

t he Trades:~en ' s National ll8nlt & Trust Coalp&.ny or Philadelphia, as Vice 

President. Walt er Lichtenstein 1'/&s reappointed Secretory. 

In tho courso ot its meetings tbo Council discussed businooe 

condi tions, pending legielat~ affecting bonking, and 110netsry policies, 

iucludtng gold and silver questions. On the subject of silver, the Council 

adopt.e the following rec~endetion> 

"The Federal Advicory Council baa notod that the Senate 
C~~•ittee on BankinQ nnd Currency i s consi dering at this tt.e 
S. 785 nhich ·~uld discontinue the purchase ot foreign silver 
by the Secretary or the Treasury. Tho Council is unsni110usly 
ot' tho opinion that tho3e purchases or foreign &i h e r should 
be discontinued rorthwi th, particularly in vir.: ot tho tact 
that silver purchaeoc t ncrcsso the alrcad7 oxco~aively large 
bank roscnoa." 

Tho Council roqueetod that the 3oard or Covornor s, 1fi ~h 11boll 1t 

llllt on llonday and again todaT, t rtlllaai t a copy or th~ foregoing resolution 

to tho Sonata Coaait tee on lle.nlting and Currency. 
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'1'lle CotaoU la m : m aad at the toUOirtq 

Federal Reaena 
Diltrlct No. 1. ~ II. S\aela, or Jlw Sana, ColmocUcU\, 

No. a . Loon J"raear, or N.., Yorlr:, lift Torlr:. 

No . ~ . Howard A. Loeb, or Pbi1a4e1pbia, Panney1Yaaia. 

No. 4. B. G. HlmtiDCtoo, or Co1Wibua, Ohio. 

No . !1, Robert II, llallee, or Wloeton-&1•, North Carolina. • 

No. 6. JVburD G, Clay, or Atlanta, Georgia. 

No. 7, Edward E. Brown, or Cbicaso, llliDOill. 

No. 8 . s. E. RaglaDCl, of ll•phle, TGDDNeee. 

No. 9. Jotm Croeby, or 111DDeapol1s, llilllleaota. 

No. 10. John EYime, or DeDYer. Co1ora4o. 

No. 11. R. E. Har41og, or Jort "orth, Texas. 

No. 12. Paul s . Diclr:, or Port1aa4, Oreson. 

• 

• • 
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TREASURY DEPARTMENT ! 98 

Secretary Morgenthau 
J.!r. Gaaton 

04
" l'ebruar7 20, 19llo 

Kr. Bu11 Harria 
Kr. Cochran 

llr. White 

SubJect: Shipaentl to U. 8. 8 . R. 

rollawing are deta1le ot the s. s. Wildwood l&lllng 
February 19 wi th cargo tor Rlluia. 

Domestic ExPorta: 

Indllatrial -.ah1ner, 
Brau atripa and caat1.nga 
Copper and pro4ucta 
Electrical aachlnery and apparatua 
A1rcratt eng1nee, 1natruaenta 

and parte. y 
Iron and Steel platea and 

aheeta 
Automobile engine• and parta 
Wool rage 
Wbeele or artitio1al abraaivea 
Other printed matter, including 

photograph• and blue printe 

All other oo-od1t1ew 

Total Doaeat1c exporta 

Re-exporta 

Copper and prodl.lo ta 
Shellac 

Total re-exporta 

Total Cargo 

·1·~:~~ 
4ll,505 
153 . 55~ 

82,820 

~.487 

29,162 
19,}11-3 
15,929 

9,725 
7,06/) 

t2, 294, 911-o 

848,2~ 
15,375 

863,629 

11 Reported in 118110 ot FebruarJ 5 •• being carried b7 the 
!'. s. lforbrJD. Theee a1rplane eng1nee and parte have been 
traneterred to the 1f114wood. 
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OQIJ'll&ifUL . 

INTD OPJIICZ C:C? 8 SUIICAT?ON 
• 

DAft h'bnsaz7 20, 1,-o 

&~bJeot : 

Store~rgenUwl 
Jlr. Baa ,. • 

DeVIl Mnte in the 111gb-Grade Stouri t1ee Jfarkete 

(l ) Hlgb-gradt eeouritiee aarkete in the UDlttd statee 
han been -.rting tlM. !he -.rket f or United 
St atu Gonrnment eeouritiee it ov.rrentl7 hlgber 
than lt wae at the tlM of the Dtoellbtr finanolDg 
(Clhart I ). . 

(2) An offering ot t9S.5 alllione of !'rlboroup Brlqe 
Authori t:r bolide wae •dt b1 a e:rndloate laet week. 
'lhe offering, whloh oontleted of t50 llllllone of 
linking tund bonde and ~.5 alllione ot aerial 
bonde, wae well reoeiYe~. Ohart II ehowi the of­
fering :rieldt of the Yarloue •tUi'lt1u of the 
eerial bonda and the oo11parable yield• on Unl ted 
Statee Treaeur:r bond• and notee . 

(3) Rlgbte Yaluu on Treaeur;,- eeourltiee are ourrentl;,­
lower than prior to the Karoh financing laet :rear 
- when a reoord hlgb leYtl wae utabllehed - but 
hlgber than before the Jlonssbtr flnanoiq - whloh 
-.rktd the Rbeequent 101r point ( Cllart IU) . 

(4) I t 1t utuattd that total intereet-btarlng gonrn­
•ntal eeour1t1ee outet&DdlDC in the banda of the 
publlo agregattd t57.1 bUliooe •• of Dtoellber J]. , 
1939, •• OO?Iil)artd Jrith onl1 t4. 9 bUllone on 
J\mt 30, 1913. ehon the obengee :rea~b1-
:rear during thl 

(5) '!'here han bHD praotloallJ Do ohengee in the prlou 
of Brltieh and J'renoh QonmMDt eeour1t1 .. in the 
laet two weeb. !he Dold.Dlon of Canada it reported 
t o be ooneiderlng the ieeuanoe of eaYlDS• oertifioatee 
tild.lar to Vlll ted Statu laYlnce bolide. !he Dutoh 
Gonl'DIItnt ie eponeorlng a blll authorl&iDC tbt it­
IN&llot ot a ... loaD on a foroed baeit if aeoeeear;,-. 
The Italiu GonraMat offered a aew 5 peroeat lllnt­
flar ieeue laet week. 
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I, Doae!~O BSsb=Ar!41 1!1Kf1\111 1Ark1\1 

UDJ.~ed Stahl I!OUI'1\1ee ban !bon little obenge 111 tile 
laa~ two veelte. !he aTenge Jiel4 If loas-tel'll 1'rla&UI'J bolllle 
1~ood a t 2. 32 peroent on XollllaJ of tllie week, tile eaae a 1 w. 
veelte preYlou!lJ. !hie et&b1litJ b&e beea reneoted 1n all 
aatur1t7 gro'QPI• 

The market tor United State• eeour1t1ee 11 ourrentlJ 
higher than it •• at the t1ae of the Deo•ber f1Danoiq, !he 
detail • oonoerni.ng the Deoeaber retun41Qg were announced bJ the 
seoretar :r on Deo•ber 12. J'roa then UDtU .Tan111.r7 5, all -w­
ritiel gained on net balance. Boade OTer fifteea r.are te oaJ.l 
gained in price bJ an &Tir&ll aaount If l -1V32. J'roa J&IN&I'f 5 
tbro\18h Januarr 30, a 4owmrarc1. aoT•ent t ook pl&oe vhiob affeoted 
all aaturit1u. LoQg-t&l'll bond• fell 41lr1q thh period bJ 
around a point. 81ao1 Januarr 30, the -rlt•t hae tended eoae-
vba t higher ( Clbart I ) . 

High-grad! oorporate bonde held etl&dJ laet week. Ou.r 
aYerage of the Jielde of h1gb-grade corporate bond• bae d!orea11d 
tour baa11 pointe einoe the end of Januarr, aD4 1e llOY olll;r lix 
bae1e pointl more than the record low ;rield (high prioe) utab­
l iehed laet .Auguet. X\mioipal bonde hen been urlting time in 
the laet tvo weeke. 

The Tolume of new bond iuuee 1&1t week reached the h1gheet 
level in liTeral aonthe. !he new 111UII were ao1tlJ tor refUnd· 
1ng purpoeee, and the bulk of the bond! are b!lined to haTe b11D 
taken b7 holder• of the old 11ourit111. Xoet of the Tol-e ne 
aooounted for bJ t9S·5 aUlione of bonde of the trlborough Br14ce 
iutboritr (dilouued 111 1011e det&U below) and 116 .UUona of 
bond• of the SouthYeetern Ge.e and Kl.eotrio Ca.p&DJ. !he latter 
1aaue, rated A b J XOocly'• InTeetore' S!nioe, ne eold to Jield 
J.lO percent to -turitJ (1970) . 

.bone the new 1!81lee of laet week were four lo!IIJ-tel'll 1 erial 
bonds of looal houliq author1t1u. 'l'heae iuuee aggregated 
$1.7 aU11one, and repr111Dted troa 10 to 25 percent of tile total 
ooat of the reePeot1Te proJeote. !hi ieellll 'lr!rl •• followe: 

: AaoWlt : 
: : 
(!bou~&nde) 

Srraou,., x. Y. 
illentOYD, Pa. 
Uu oa, 1. Y. 
St. Peterebur1, J'l.a . 

Rinc• of 
-turit111 

(Year•) 

6 ao1 • to 25-l/2 rr•· 
6 aoe. to 25-1/2 Jrl• 
6 .... to 26-1/2 Jr•· 
6 ..... to 13-1/2 Jrl• 

: lnraf' 
Till 

(Perout) 

2.43 2.H 2. 0 
2. 
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fbe srraoutt aa4 Alltatowa 1ttuet were rtoffered 7teter4&J 
(Monday) , both at pr1oee to Jhld fro. .20 percent for the 111z,­
aonth uturitJ to 2.65 percent for the 25-1/2 Je&r uturitJ• 

fhe aanual oontr1but1on bJ the UIRA en looal proJeott Will 
be pledgtd •• eeour1 t7 for the ~onde of the looal author! u ... 
The USHA 11 reported to haYt tt&ted that theta offer1age were 
t eet eal.et and would be followed b;r other and larger offtr1ngt. 
Mr. Straut ta14 that looal hout1ng author1t1et hereafter u:r 
raise ae IIUOh •• 4o percent of the capital oott of their proJeoh 
t hrough publ1o ealt of their own etour1 U ... In the paet, 1 t 
has been outtOa&l7 tor the l ooal autbor1t1 .. to r&1M olll.7 the 
llinillwa of 10 percent required b;r law, while the USIIA loaned 
thea the other 90 percent. 

II. !r1boroup Br14p .Ailthor1tl Bona. 

'l'he~~.5 .U.l1one of 'fr1borougb Bridge Alathoritr bona. of­
fered br a tflld1oate laet week oontt1tutt What 1e reported to be 
t he largeet offer!, of rtYenue bonde eYir aade. 'l'he offering, 
'llh1oh oone1tt14 of 50 a1ll1ont of e1Dk1ag fund bonda and ~.5 
milli ons of aerial bonda, waa well rtot1Ytd. The linking fund 
bonda bear 1ntereet at J-1/lt. peroent , and uture Febl'U&l'J 19~ • . 
At the of f er ing pr1oe of 102-1/1!., the:r yield about 3.15 peroent. 
Thia 1uue h oallable beg1llll1ag rebl'll.&rf 1, 1942 at 105, and 
t hereafter at auooett1Yel:r lowtr pr .. 1uat. 

The ter1.al. bonds are 1nttr .. uq 1n rtew of the faot that 
their aat ur1t1 .. art ~read OYtr thirt ;r-oat f~l froa 1911.5 to 
1975. fh11 1t1Ut oona1ete of two ttpent•, P·5 ailllont of 
2--3/41 e due 19~52, and t4o aillloae of 3 • due 1953-75· . fh111 
bonda are oallable 1n 1nYtrte ora.r of aatur1t1tt, but olll.:r 
af ter, or e111ul.tantoual.J With, ret1r.-ent of all t1nk1ag fund 
bond e. 

Chart II llhoYe tht offer1ag ;r1tl4e of the Yar1oua aatur1-
t1ea ot tht aerial boade and, tor ptreptot1Yt, tbowe the •­
PIN.blt rhlde on United Stat .. 'frtaaur:r bond• and notee. fht 
'rr1borough 1eaue 1nd1oatu the urlttt rtlat1oaeh1p u1at1ag 
between ...ar1oua utur1t1et of ter1al boade, although the euot 
level of tht oui'Yt of ;r1tl4t naturally 11 a tunoUon of the 
quaJ.itr of the 1eeue. It ahoul4 bt noted that the 'fr1boroup 
bonda are ooaaolll.y llel1eYtd to be tull7 u.-pt troa redtral 1~~o­
OOIIe taxta. 
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III. ~' 1aJ!II!*• T!l!fl .. _y..,. 
In the ofti"M et ~ ~' fn J'Mre, tun ban "-• liT­

eral orolee 1a ~ .at••• •••1cal4 b7 tbl ..r.t.t to rtebte oa 
'l're&IU%'1 eeoU1'1U11. '!lal b1peet ln'll. ftl reallll4 pl"lor to 
\he f1aaao1Dg laet ........ tv. Welke befere tbl •aDII ..... , 
of the retundi.q 1ffer1B11 tile '!ri&Rl'J' aote belq rer.-414 at 
that U ae bad a ripte .ua.. of 59/32. 

!hereafter, tile .alae of r1s:hte bepa to 4eol1ae, reaohta1 the leweat po1at 1a approziaatll7 two J'e&rl J••t before the f1-
nano1ag laet lo••blr. Oa Ootober 9, wo welke prior to u.. 
announoe11ent of the 4etaile ooaoern1Dg the new offer1as, tho 
r1gbte of the 1ene be1q retuD4e4 were Yalue4 1D the .. rJr.et 
at 211-/32, a 4eol1ae of 35/ 32 troa the preoe41ng Jlaroh. 

SUbeequeaUr, r1pte .at••• qaia bepa w· 1aorea••· Aa 
ot the oloee l&et rr1~ the righta Yalue ef the June aotee 
n e 47/32, aa4 of the J-~/8 peroeat boa41 If 191!0-43, 50/ 32. 

Chart III ooapar11 tile Yalllll of r1ghtl at the preeeat 
t1ae and tiO nlke before the aaaouo•eat of 4et&Ue ooaoera-
1ng eaoh of the Jlaroh aa4 IOYeaber f1aano1age laet J'o&r. !tlere 
are three gr14e oa the ohart, eaoh lhoY1Dg the ri.ghte ftluee 
tor one of the three 4atee. laoh gr14 ooal1ete of a eer111 of 
bare lhov1ng tho r1ghte Yalu11 retleotl4 1a the pr1oee of 
'l'reaiU%'1 boat• 1.114 aotee tile bare be1q arrange& 1D the el"der 
ot aatur1tT or t1ret oa1i. 'lhl righte .-tall ban blea oal­
oulated oa the aa.-pUea tbat eaoh 1eae voul4 be l"lf'uD414 
three aoathl prior to .. tarur or tiret oall, &114 the uo••• 
ot the ournnt Prill l't'll' a aere Jiel4 to tbat date :baa b11a 
au1gae4 •• the J'i&bte .at••· 

It h 1Dtereatlas to aote tbat the .-bar of 1ee'llle re­
neot1ng eoae r1ghte .atue ue tluotuate4 fro• Dial before the 
t1nano1ng of laet Jlaroh &114 lilht before 1aet Jlo't'•ber' a f1-
nano1ng, to elenn at ib. preeeat t1ae. Oa the bal11 ef "47/J2 
u \he ournnt r1Pt.1 Yalue If the .11lDI aot11 aliA ef 50/32 f• 
the 3-3/S •e of 1~'' the ri&bte Tallll perta1•'•1 to ifll11 
Wei heuee acsrep.t11 aJMNt 115 a1111oa1o 

IT. 

In the J'l&rl a1aoe tbl ltqS•n':f. of tbl t1rat 1for14 IU', 
the U01&Dt of pablio IOOU"lUII oat•-.,'•1 1a till 1Ja1tl4 
Statu hae 1Dorelll4 v•••'oall7• It 11 eats.&tl4 tat total 
1 Piiee 1i aeeaa if MM iliil ii .. WI v peW"• reNil'• 

date. te. . 

. -
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intereet-Mar1Dg gonl'DMntal .. our1t111 oahtan41og 1n the 
halide of the public aggregated t57 .1 b1111one ae of Deoe.J)er 31 
1939, aa co~ared with cnl:r 14.9 b1111one on June 30, 1913. ' 

<lbart IV lhowe the total 1ntereat-Mar1og public debt held 
by private lnd1T1duale and corporatione (1nclud1ns banlte and 
insurance oom:paniee) 71&1'-b7-:r•ar troa June 30, 1913 to Dece.., 
ber 31, 1939. The ~nta of public 11ourlt1ee held b:r goTern­
lll&ntal un1 tl and agenc1ee and 1n gonmaental trust tunde and 
sinking tunde han been exoludedL ae well ae the UIOWltl held 
by t he Fe~ral Reeern banke.• me eecurit1ee of all Federal 
agenoiee han been included, whether or not guaranteed b7 the 
Federal Gover!lDient. '!he ohart thue g1ne a co~lete picture 
ot the 1ntereat-bear1og debte of govemaent 1n the tJn1 ted Statee 
absorbed by non-goTernaental holdere. 

D1etinct1on is made 1n the ohart between the Federal debt 
(i ncluding Federal ~no1es) and the debt of state and local 
governments , 1!be ohart aleo ehowe ee~ratel:r eeour1t1ee wholl:r 
exempt and eeouri tlee part1all7 exe111pt trom hderal 1noo111 taxu. 

During the World War yeare, the amount of public eeouri­
ties outetan41ng inoreaeed eha.rpl:r. AI of June JO, 1916, pr1-
viately held publio eecuritiee aggregated t6.o billions, all 
wholly ta~exempt. In the next three years, there was an in­
crease of t24. 9 billions, praoticall7 all Federal, and gg per­
cent 1n partially exempt ieauee. 

In the 'rwent1ee, State and local eeouri tiee inoreaeed at 
the rete of almost tl billion a :rear, approx1•tel:r offsetting 
the stead)' deoreaeee taltlng plaoe 1n the United States Gonrn­
cent secur1 Usa. As •:r be seen in the chart, the 1noidental 
ruul. t of this wae a replaceaent of part1all7 ~exe11pt secu­
rities with 1rh0ll7 ~exe11pt issues. '!hroughout tbie period, 
the wholly exempt ieeues of the tJni ted Statu, including Fe~ 
eral inetNaentalitles, re•ined almost un~ged. 

In the depreeaion :reare, State and local 11our1 ties out­
standing remained relatiTel:r stable, 1rh1le United States GoT­
ernment and Federal 1nstNIIIntali t:r 1eeuee •ere ehonng large 
inoreaeee. In the decade ended June 1939, issues of the United 
States Gonmunt alone inoreaeed 116.2 b1ll1one, of •h1oh t5.2 
billions were wholl:r exempt and tll.O billions part1all7 exempt. 

1 Tbe aaount or gonrnaent aeoaritiee he14 b:r State ana loOil 
truat and inTeet•nt tunde hae not Men deducted 1n an:r :rear 
in obta1n1n& the net .-.mt .t eecuri ties held b7 the pUblic 
beoau11 adequate eetlaatee ot euoh holdinge are anilable 
onl:r for the laet three :reare. Thsae holdioge are eetiated 
a t $2. 8 b1111one tor Deoellblr 31, 1939. 
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Th1e marked the t1r1t UM tbat 11be 1haUe4 Ratee Gonl'llMat ha4 
1uued whollJ' exe111pt IIIUI'ltlll 1a 11'1-' quaat1t111. !be expla­
nation, ot oovae, 11 that Uw GonrDMat ftl relJ1DB hla't'1l.f Oil 
ebort-tera i11Ue1 to t1aaDOI the 41f1oUe. It wae Dot watU the 
latter part of the 410&4.1 that wholl.7 exnpt Vlllted 8tat11 llour1-
t 1ee were replaMd 'b7 part1allJ' IXIIIIpt 1111111 ae lbort-tera 110111"1-
ttee were twl4e4 1Dto lollB'r •turl t111. 

Meanwhile, the rap14 4•••lopMilt ot J'ederal apao1ea wa1 
aleo proY141ng a 1~ 111oreaae 1n publ1o 11eur1. the. B1tw11n 
June 1933 and Jwae 1~39, 11ltereet-bear1DB ee0\U'1 tie a ot J'e41ral 
1netruuntal1 tlee 1noreaeed t5.0 bUl1oae, all ot wh1oh oonehted 
ot part1allJ' exupt eeour1t1~te. It lhould be ob11rnd that the 
ageno1u •1 th trhOllJ' IXIIIIpt ee01111. tle1 outetan41ng are the older 
Federal ageno1u. W1 toll ll111or exoeptlone, the ageno1ee organised 
within the laet tell J'l&re ue autb.orlzed to hllle part1all1 e:a~~pt 
aeour1 ties. 

T • Jore1p llarltlte 

Br1thh and rrenoh GonrnMnt 11our1t1e1 han held rela­
ti'fely stable onr the paet two Wllka. Br1 thh 2-l/2 peroeat 
consola olosed Jeeterdaf (JIDndaJ) at 73-3ft., ae oollp&l"ld with 
the h1gll ot 74-3/8 tor the reoen~ reoonJT reached on JanuaJT 31. 
French 3 peroent rentee ololld feeterdaf at 73.95, approxt .. telf 
the same pr1o\ ae on JaDU&JT 31; 

'!'be p re11 reoentl7 &DDOWl014 that tb.e Doll1D1on of Canada 
1e oone1der11l8 the 11W&DOI ot •'rill&• oert1t1oatee e1a1lar to 
United Statee Sartll8B boll41. !b.e 41aoll1Datlone _,. 1'llll to IMJ.ler 
uounte, perhapl to aa low ae t5 and tJ,o. '!he balllte aD4 IJII01al 
dealers, aa well aa h4INl. CJo•erDMilt apao111, _,. be author1ae4 
to eell the new 111UI 1Detea4 ot hall411ag the lale tb.rouP poet 
oft1oea. 

Ad41t1ollal data ha•• no• been releaae4 ooaoeraing eubeor1p.­
t1on. to the reoe11t Dom.Dloa war loan. More than 178 thoul&ll4 
pereone eubeor1W to the loan. ot th11 total neber, 172 tlloa­
aand, or about 97 pe:NIIlt of .-beor1ptlODI, nre tor .-!e 
froa $50 to t5.ooo. !bell pen•• aooouatet tor about tu ... ll11-
11one ot the 1200 ll1U1oal ot lUll aUotMatl. 

ln~r "POrt• troa A.u"rfala 1841oa" that thl Dlatela 
GovernMnt 11 lpOiliOJ1.Jla 1a hrU&Mat a bill ntbor1a1ae tlal 
111uanoe at par ot a '- jei'OIIlt 110-~ loea et JOO ld.l11oa 
gu11dere (appi!Ollla"17 fl.~ IILU1oBI). It the otter1Jal11 aot 
IUOoeeeful oa & Yolaa-.rr kdl, 1 t if 110 'be lifted 08 & torOid 
baah at 3 peront. Ia _. lattll' IYIDt, b41rt411all WOIIld be 
obUp4 to ••111'1~ at a pr«J ••d" ratl uoor41111 to their 
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WI&& DPI'&Ca C ~ RMIDA'nGN 

!!holn .. u ntlt"''• ~ t.a tM ta 'p •• 'np -•• 
t odq al~ Ul8 r-.ponet ftt..e ot lta1U. tnemlt\- _. al~ 
gr .. ter tbu __ , ot TM'..... Aft.r op=t• at ).~7/1, ltal.U. elft nl 
411l'111C the Hfti• to ).95-1/\ at IIOO!dt.ae, u n..._,_. witllt.a a PUHW 

rup for tho rolt of the 4q 11114 oloHil at 3.95-1~. 

Baloo fd opo' ltor1U. liT the o1z report!• 1laPb totalo4 16)1,000, trn 
tho follow\IIC WGIONI 

Jr a~ .. tro1al ......... .... . .... ...... . ... . ... ...... . • 200.000 
., torotca ~ (a.Jopo &11111 lcmll We&) .. ........ ~ "31·000 

total ... . .. ~ 6)1,000 

Parohuoo of apot ator1U. -"4 to ~)21,000, aa ill41ootet Ml .. a 

lr ~ero1al ooao ........ ............... . ..... .. . . . .. • z-.3.000 
., torotca ~ (~.,.) •••• ••••• •• ••••• ••••• •• •• •• • ~ ,:a•ooo t total ...... ~ ,ooo 

!be tol.lowUc roponlJIC ,.._. .u oouoe "W• totali• ~.ooo te tM 
hlth h Couro1 oa tM "'-la ot t.lao off icial rate of ... Ott-1/ 2• 

, 
• 

~ 31,000 liT t.1ao lm• ~• Onz;;e.r 
6,000 liT tile ......... !rut o • ...,., 
5,000 liT t11o •uou1 01v,... 
2,000 lir tM ...... trait 0"'IJISIIJ 

• lill,obo total 

!llo other 14NI''•' wueat.N olaao4 aa tollowsl 

... ts • ... , .. 
llflao II n .. , •. 
G ''n loU.. 

.~ .oo 

.allll~ 
,lfiWZI 
1)-3/1 J auu::d 

CONFIDENTIAL 
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Vt puroha .. 4 tht fOllO'IIiJIC UO'Imh ot 1014 tJoc. the e&rMrQ4 MCOIIIlh ot the b.sDb 1114icah41 

$10,000,000 troa the llult of hu.ot 
1,1175,000 troa the W.Uoael. 1a111t ot ~a 

.11,1175,000 !otal 

!he ~e4eral lletene llaZIIt ot Iaw York raporh4 the tollowiJIC ehlpatah ot p ldl 

$3,103,000 troa :IJI&la:D4, llh1ppe4 'b7 the llult ot hglnd to the ~e4eral lleeena llult ot • .., York, to 'be aa:urb4 tor accOQil\ ot the llaZIIt ot l!oclew!. 1,911,000 troa Iouth .Africa, ehlppa4 liT the Iouth .Atrioaa ll"'"' 1uJt to the 
~adtral llettrft llaA1r: ot Iev York, to 'be Ml'a&l'b4 tor accoat ot the llaJIIt ot hadaa. 

l ,o42,000 tra. Ita17, eh1ppa4 liT the llult ot Ita17 to the ~aderallleatrft JJuk 
-=-~- ot • .., York, to 'be aar.rb4 tor accouat of the li,I.S. 
$6,056,000 total 

!be State Dapart•nt torvar4ad to ue a ca'ble etaUng that the llwiu l!aDk OorporaUoa, Zurich, vae ehippiDC *<!,2511,000 ill pld to ih • .., York 
o,<ttllCJ tor aale t o the u. 8. J.aeq ottice at lew York, 

!'he l'adaral haena llaA1r: ot lev York reoe1n4 ca'blea troa the li.I.S., the lttbarlu41 llallk aD4 the llallk ot .Lahia requeaUDC it to applT tor lioeaa .. to tra~~ater fro. li.I.II • .AccOWlt f2 appro.rl-.hlT 32,000 0'11110 .. ot COld (a'bout $1,120,000) to the accouat ot the letharlu4a lle.llk aD4 cpprox:l.aatelT 16,050 OUIICtt (about t562,ooo) to the accouat ot the llaA1r: ot Lah1a. li.I . II • .Acc011at 12 it COld OVIIe4 liT tbat iaaUtution. !he fraanr)' craatad parahtioa to the l'tdoral to uke thee• truatare. tO. 

0.. the report ot l'•hraarT 111 race1n4 trOll the l'a4eNl. lltta'ft llaak ot l1ev York sh1JIC the toretca neMDC• pcaUiou of 'baalr:a aa4 'baalr:are 1a 1h dhtrict , the total pca1Uon ot all curraaoiea • • abort tilt equ1Yalm ot $2<>,856,000, a 4ecraaae ot M61,000 1a the abort poa1Uoa. !he aet chupa 111 the podUoae are aa tollowal 

SII'OII! POSI!IOI SII'OII! POSI!IC.: D'CR'AD II 
OOOI'lllY nmm.m I J'DRUAp! 111 SII'OII! P08 I'l I C. 

lllclaD4 • 11,665,000 • 10,395,000 • 1,270,000 
~· 5,1195,000 5.938. 000 ( DC) "J,OOO (I_._ .. ) Caae4a 7,000 {ItOJIC) "·000 Lo 3,000 (Deer- 1a 

LoDC Pot1Uon) Latin jaertca 1!52,000 65'1,000 199,000 (Iacra& .. ) .1apu . 2,753,000 2,596,000 157,000 
0thtrJ.a1a 1,022,000 1,Jl,2,000 29(),000 (x--) 
All Othere 63,000 (Lolllll) 32,000 (Lolllll) Jl,OOO (Deer- 1a 

Lo1111 Poai Uoa) 
• 21,717,000 • 20.856,000 • 861,000 

• hcl'G4ee ~na aa4 -=e 7 da 
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' 
""- ........ u.. ,_ ..,., .u ........... , , ... etd.alat "' 

)9.JTI· 
Ia lade Ule :prloo for ..,et .u .... we flat • fOJJ/K. flft 1/K. u1 

~» t orwri au .. ~U• .. alao 20-15/K. flft 1/16&. 1M v. 1 • ..U'ftll.Ua 
were )6.65#ul 36.l!iii'Np00tlftll". llMO tM 'Mct"''ll of W• -*• tll8 
IJlOt aUnr prioo 11M .oft& tift 1-1/ K (a loollM of -~ 2-1/2# la tM 
equhaleat) . N 4al:r oa Mall uel.ll'!lla • Wa Nol'lrat ,llr 1ooa1 .,eanJeUn 
iahr .. h u4 1114lu op-*-=· 1M 41MUI1- tdliu Mft \oe 10l'll oa la 
~M le••• helr1'11 .... Own q ..UUoo Hllll'41'!l laator '-"-''• ~ 
releUn •• •u pvolaM of forotca wUnr 'aT Mft -.luo4 - p.,_.lllloal 
111tliiAOO liP• tM Loa4oa wUnr .arat • 

.._.,. u1 .._,. )lK'loo for forotca wilnr we • t •V' • ~)/'41. 
!be frOUVJ'Io priUO- alM =+ssp' at )51• 

We ..Uno pvo!luM of .Unr hhl1'!1100,000 -•" 1lai4C' tM 
aunr Pw1hM .ut. !lt.lo .Unr -= - proboUoa troa forelp --'rl•• 
u4 .,.. pwrobaao4 for forwr4 4el.lnr;r. 

coNF\OENTIAL.. 

• 

• 
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TREASURY DEPARTMENT 

INTER·OFF1CE COMMU NICATION 

OATil J'ebruary 20, 1911<> 

•o Secretary Morcenthau 

••o" l{r. CoehrBil STRICTLY CONFIDENTIAl 

The Spanieh 4abaesador desireo t o be infor.ed as earLY ae poeeible, in 
order that he mar eo=munieate vith hio Oo•ornaen~ ae to vhether the Trea.urr 
vlll buy Spanioh eil•er eoi~o. the proee~a of the eale to be used In pftTinc 
tor nickel (Canadien) and the ~intinc thereof into Spanioh eolne in the 
Unl hd St~tee. 

SILn!R 

I ""' confidentially informed that the J•bilof7 Council of the P~eral 
~•••••• Syot ea vill nt its meetinc t oda, unanlaously reeomoend that the 
;ro.uUl7 be authorhed by law to otop ! orthvith the purchase of foralp o11-
ver. Pr01J an attorney who baa been elooe to '1'own11nd 1 a committee, I under ­
stand t hat t he bill as passed by the eub-comoitteo etops the purehaee of 
tore lgo tilver; inaurea the validity o! 'l'rea1Uf7 contracts outstanding tor 
the purchase of forward eilver; abolleheo the 50% tax; but does not prohibit 
the l~ortatlon of ailver Into the United Statee. It is ~ firm conviction 
thAt tho Treasury should not oppoee the Townsend bill, it being our reopon­
slblll ty t o look after the ~onet~X", and fi~~clal Interests of the Oo•ern­
cent, which certaiul;r require no DOra foreign ellver , Even the State 
:>epartment h, I underetand, bee1tant to put forth tho usual ar!:l'l""nt t hat 
our foreli:ll rel3t1ona require the aalntenanee of foreign sll<rer purchaaee • 
. h far ae enablln& ot her eountri .. to purcba .. 4aerle8ll goode with the pro­
cee:!.t o! t hei r o1lver salee to ua, we haTe no arrant;eiDI!nt whlch ae~t~ru tbat 
IUCh l'wl4t wi ll be epent on our marlcet, and we do ban evideDCe enouch tbat 
::edco. the aoot il:>portant oource ot our f orolgn oilnr, tu.grantly dloroprdo 
A:erlcan lntereato in that countf7. In connection with the J.d.vioof7 Co~mcll, 
It lo to be noted that two of the twelve repreoentatl•e• eo~• f r om weotern 
oll•er otateo. They realize that our doaea tlc produeer a ere taken care of by 
lav, and Join with their colleacueo In oppooinc purehaaee of foreign ollTer. 
I t Ia ver y probable that the reoolutlon to be paeeed by thlo Council vill be 
publlthed ohortLY. 

BRITISH 

Tee •ooting o! the oixty American oeeurltioe took place In Tory f a"OOrable 
elrc~~tanceo. The preoo wao unlforaly excellent I e•en the Wew Tor~ a.rald 
'l'rlbuu todaT oo-nted upon the oeerecy with which t hlo operation vaa arraqed. 
'l'he cenoral lnterpretatloa, bot h in llew York and LoD4on, 11 that thlo -our• 
'<ill pro,.. contruetin rather than 1njur1oua t o tba eeeurny .erketo. On 
l'ebru&rJ 15, Pu .. nt .W..itted turthor noho on t he Br1t1oh foreiF u.e~ 
P~tltlon , and expeeto to cln ua oo• a441t1ooal clata l.n tba near tuture. 
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rroa J ew Totlt I haft lMl'Bed Ulat the liMit or 'l'ncJe"" contellllpl.atn ahorU~ :re­

owdnc direct cold ehi:s-enh rr011 LoDdon to Jew York. 

~ 

l(r. Ohen baa called ho or three Ueee to tbuk ;roo. peHollal~ for help 

111 obtainin& the uw credit for hie. !hit will apparent~ be for $20,000,000, 

7 y.are, at 3·~· It will be reo.lled that the outate""tnc credit it for 5 

7ean at 4-1/2'{.. J.cainet the uw credit the Ohiane ao ... ....._t will ~rt.a 

to delinr l!o,ooo tona of Un, mued at $SOO per ton. Mr. Ohen hopee to Tilit 

Chiu thio eprtnc with one p'Cll'pOta thereof bainc to 110dtrnhe and inoreue 

Chiuoe tin production. Mr. Sh"ben, the tranlpOrtatioa ..,., vbo went to Chine, 

and Dr. llw:llt will both be in thie co"lllltl'7 ehort~ to report to l(r. Cbn on 

Chine•• traaeportation and eoonoeio queetione. 

Yith 10 .uch publioitT betnc ci.,.n to the cold queetion, I am eore than 

et'tr eonTinced that &nT 111¢1'7 w eelte bato thie orubjeot ahould be within our 

four w.lb aDd etrict~ coDr1dtnt1&1. Incidental~. the 7ederel .t.drleoq 

Oouncll it Wldertalcin& a cold etu<lT, with the report to be ...u at ita ,.n 
eeetinc• The t.preeaion now ie that the Council would reserd Aldrich'• eucgeetion 

tor circulation of cold. co ina u not objeotloll&ble, but o~ a eaall factor in 

the l i t"o.atlon, ~7 would 1101t lU:al;r r&'I'Or: ( 1) pendttlnc a rile in :pricea 

which would at-Uoel].7 help to recUf:r the cold dtuatlon in ti•; (2) perhlipe 

incrauln& reui'Ta requireunh, or at leaet haTin& the each1ne1'7 to aalte thie 

pouible; (3) pl.uainc to lead ebroe4 llllen coD41Uou werrut; and (4) couidtr-

1nc t he poelib111t;r of inhrneUollal jobat action toward limltaaeou•~ loverinc 

the price of cold after the var 11 o ... er. Theee idea• are purel7 hatau ..... and 

u:r not be fouad purel~ acceptable, partlcularl;r the laet one. !he Oonncil 

Maben are oppoeed to RCh M&Rrel •• prohibitinc cold 11p0rt1, p11tUnc tau.• 
thereon, eto. 

J.t the •••tin& ;ruterde;r, the 7ederel .t.drl1017 COIIIloil atroacJ.7 oppoeed. 

Eecln' criUcita of beb7 bonde. !he CoW101l ••ben are happJ to ,,. the•• 

Gon~t e.curtue1 d.htrllnlted to the pu.bllo, a• cootruted. with other boDde 

held largd7 b7 blllllao. fbq do ut objeot to the fa...oreble rete of letereet 

which lllllcee tha eo attreou..... !beT he" a little nei'Toueneae, but . will aot 

inilloate thie in their arc-ah with loolee, thet if w llh.ould cet into a ..,. 

end hen to bon-ow tnnnhu -h on bolide, perhap• at If.' or &bon, there 

alght be an boportant d.-pin& of beb;r bondt wbloh could teriou~ eebarru• the 

'l'reeaUl'J in euch u ..... at. 

KISOW·t• .... 

Gonraor JlarrhOn 1 I iaquir:r OD COld loAD•• 
Go't'enor Booth'• letter oa 7bln4, 
lbmor of Bqula41 e ntireMDl. 
Thit of Ua4er ao...eraor Oo1'4on of Jaalt of Ceu4a oa 7ebl'UI'7 21. 

lradllaa bellA taacl• ccntla ... 
Procope u4 a pcpalar 1-. 
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8ubJt ot : 

Feb . 6: 

Peb . 7: 

DATil F~br. 20 , 1911o 

A ule ot 200,000 llaftoele ot nov wae reported to 
b&Ye been .... b7 eouth .. et a1lle to an eaetern 
oha1D baker7. 'flulpeg wae etroq Oil lDU .. Uoll 
tbat the UD1 tell naa«c. 111pt eooD lie bao:t la the 
~:tet tor lorth .Aaerloaa wheat llll4 t.rthtr teare 
ooaoenlq the torelp orop euUoe:t. A poet -., 
tr&dere t11l tbat a blc erop eoare alCb' 4eYelop 
1ll neat 1ll the earlJ aprlq. 

nowr aalu "re ., to 1J9 per eeat ot oapaoUJ 
4'111'1DC tM paat .. e:t o011p&1'14 wub 11 per oeDt tM 
preYloae wae:t llll4 JO per oeat a JIAI' aco . 
Repone troa Lolllloa tbat the obarterlq of IJ'&la 
fl'llgbt lp&Oe bad been rtlaat4 on the Bel:t•ll IZ­
obanp attraotl4 oonel4erable attenUoD. !beet 
Bal:tea ooa~~.trlee b&Ye a .abetantlal aarpl .. ot 
poala lett tor eapol't aa4 a441Uonal pvebaeee 
there a!Pt renlt 1ll ..U.er ta:tiqe ot Cnefta 
wheat. 

!here WJ'I 111Clalr111 tor fi'OII OBI to IIYtral 101'­
pll ot ._ber 2 lorthln Oea8!'lan -.beat, bat onlJ 
about 200,000 baehele ware 1114 . 

the Ualte4 ~lftldo• paro~l4 lJO,OOO buahele of 
Ualtl4 ltatoe oorD IUI4 Wll'l Ul4eratoo4 to M later­
eete4 1a Mre. 

tllaete repenl4 aalee of 300,000 to ~.ooo wuele 
ot open n.ac . loi"W1 boupt 150,000 wuele et 
O«ntlea 11Mat, aa4 4vllll the paet tew lleJ• tM 
leeUllh ... ,.reu••• are 1Uitaretoo4 to ban 1114 
betweell tov aa4 ala earpee ot ... uoba llbeat to 
the Jrltleh Oeroal Coaatttee. 

216 
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Seoretarr Morgenthau - 2 

Feb. 9: n wae eeuuted that about 400,000 bulhell ot 
M&D1toba wheat had been eold to the Cont1nent and 
th1e 1nolu4e4 eoae eoattered lote atloat . New 
York reported the oharter1ng ot a boat for the 
ah1paent of 360,000 buebele ot heav:r sra1n and 
barle:r tor Pebruar:r-Maroh eh1paent fro• New York 
to Antwerp at 70 and go oente per hundrad, or 5 
and 10 oente h1gbe.r reepeot1velf. 

About 170,000 buehera of Argent1ne oate are afloat 
deat1ned to Un1ted Btatee Gulf porte and w1ll no 
doubt be d1.etr1butld to Lou1a1ana and 'l'n:aa po1nte. 
oat a were etrong toda:r and eold up to 4o 7 ; g tor 
Ch1oago MaT, the h1gbeet pr1oe quoted tor an:r 
del1nr:r e1noe Julf 1937. 'l'he v111ble euppl)' ot 
oate on Pebruar:r 1, .. ount1ng to g,lOO,OOO buehele, 
wae the eulleat on that date e1noe 1903. 

Feb. 10: Vhile no otf1o1al t1guree have been put out on the 
Argent1ne corn crop, pr1vate eet1aatee range fro• 
325,000,000 to 4oo 000,000 buehele. If the)' do 
come througb w1th ~00,000,000, 1t would be double 
laat :rear'• crop. 'l'h1e new crop w111 etart aov1ng 
1D Apr11. 'l'he Co-od1tJ Cre41t Corporation hae 
offered to eell eo•• ot 1te etored corn but 11 aek-
1ng oone1derabl1 abova the preeent oaeh aarket. 

Feb. 14: 

Feb. 15: 

X&neae 01t1 aarket reporte that 25 to 30 per oent 
of the wheat etored 1n elevator• and under co .. od1t)' 
Cred1 t Corporation loan hae been eold to the grain 
trade at pr1oee neU1ng the far~~ere 1n exo .. • ot the 
eetabl1ehed loan price plue oarr)'1ng chargee to date . 

One of the private crop experte ea1d 1oattered re­
port• 1n41cate that the general oond1Uon or winter 
wheat wae acre favorable than on Deoeeber 1 , when 
the laet Governaent report placed the oond1t1on at 
55 per oent of noraal. It 11 1ntereet1ng to note 
that w1th the large acreage of 45,000,000 aoree, 
even a 10 per oent 1aproveaent 1n oond1t1on would 
undoubtedlJ aake oone1derable difference 1n the 
final :r1elde of w1nter wheat. 

• 
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reb. 16: 

n II&• 'lila NJIU'ted. ,., &ul1a Jaa. , ..... w ,. 
uau .. ftat11 to .., IIIIo&\ trM 1;11o Pao1t1o Clo&at 
1;o 1;U. .... of U1 UWJ' 1a tllo 11'1111'1& 1;01'1"1,..,. 
fb11 11 .. , aanal lluaH tv 1;11o pa1t no JMI'I 
tbere Jaa. 'llloa a ooH&la aaoua1; .r Pao1t1o Clo&l1; 
wtle&t wortol 1;o Yla41nnoll:, b111a 1;o 1;UI .... ot 
the II .._. -..uYorl . n 11 lcnab1;nal. .. ,. wbe1;blr 
or ao1; 1;11o nl-. of 1;Ja11 Will 'Ill ,..., 1arp. 

n 11 repor1;ol 1;bat ll&llq lpeoa1~!91'1 111 tbl la1t 
baYI lloea l!lol't whea1; &boat 98 to 98t for qulh a 
loq Wblle &114 the 11;ullboraeu of the aar:tet lahlJ 
oou1ol tha to llooou Yll'J 11enoa1 . 11171111 orler1 
Wbloh were JNt la DO&I" the elo11 toual t11o pU 
alleolutelJ buoe of otter1. 

there "" enaeN1;ol repon1 oa 1&111 of Peo1f1o 
Ooaat wbl&1; to ~111&. ODe 11-1 Uea .. at1o11ol 
1;11at 1~ 1;o 15 oargoe1 were worll:ol to Ru111a &D4 
O!UD& 1D the lalt two Wllkl . HOWIYII'J 1;h11 11 
WI'OIII • 01117 J O&l"goel ba'ffl &Ota&llJ DIID 101.4 1;0 
Ruella at the full aarll:a1; prloe. !here wa1 110 nll-
1147 sran1;e4 011 thll bu1111111 &D4 I oargoo1 nre 
1old at a nll1147 baa11 to Olllna. 

Great Br1ta111 boqbt olo11 to 5,000,000 balhall of 
wtwa1; froa O&Aada, abou1; 1 000,000 1;o be lhlppol 
froa Yaa-er, 11'1Uih Coi•b1a, &D4 the ~alar 
troa 1;he Atlaat1o Coal1; . 

218 
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IJ/" I} P.&lW'IRAII or 'l'KLimWI UmnD 

J!lOJis Alur1ou l:abue:r, Piarie, J'r1.110e 

JaTI: rebruaJ'7 20, 1940, o p.a. 

10. s 2:57 

FOR TBJ: TUUURI DZI'All.'l'Oft J!lOJI XA!fHEWS. 

Toda7 the Parie a•neger ot the lational Cit;r Bank 

bad lunch w1'li ae. He again npre111d h1a eat1etact1on 

with the ~enoh adainietration ot exchuge control probleu . 

He attributed ite eucceaa to the underetandtng and co .. on 

aenee approach ot Sebilleau and h11 aain uaietante·, a1 

well u to Rueff. Inoidlntall;r, th11 view is rather 

generall;r held in Pari• b;r aeaber• ot Aaerican branch 

banks. 

However, the National Cit;r m•nager aaid that there 

ia naturall;r increu1ng preaeure tor invoicing 1D trance, 

and that au:r American exporter• are becoaing reoono1led 

to th1e - u the loea ot their ~et ~~~ J'rance 11 eo .. tiaee 

the alternative . Reterenoe: m:r telegram ot rebruar;r 14, 

No. 21:1 - he agr11d that the onl;r real advantage ot euch 

procedure, ae indicated in the 11cond paragraph of the 

atoreunt1one4 telegru, 11 to avo14 1•e41ate relinqu11hMnt 

ot dollare, tor the 110et part; at the eXPenee of torte1t1q 

future dollar aoqu111 t1one 1n pa;runt tor n:porte troa 

France, and he te.lt 1t wa• a not t oo enoourag1Jig lign 

o tor them to pla;r tor th1e t1ae-lag at euoh an earl:r etage. 

Be repeated that the preeeare to 1nYo1oe 1A truce 11 

W1111atakabl:r poowUc, u4 be 11&14 1 t doee 110t ooM tr. J'renoh 
1.11pol'ten 
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18portera ~ut eaanatee troa SOTeraaent authoritiee. Be 

b&8 not1oe4 that Wbea ~pl1oat1oaa ara tiled li.altaneouelJ 

tor exchange to ooTer 1terllag tran1aot1ou an4 exchanp 

to ooTer dollar tran1aotion1 of a 1iailar nature, the 

latter are u~uallJ eubJeot to Tal'1iJIC delqa vherau thl 

toraer are granted alll01t i-e41ate1J. Jleterenoel telegraa 

ot Febl'U8.17 9, lo. 190, troa the l:!libuq - it 11 preeaed 

the foregoing 11 a natural prella1Dal'1 to the aore foraal 

forthooaiq relaxation of exchange toraalitiee ooTeriag 

oo-eroial traneaoUou in t1ran01 an4 lterliag about 11b1oh 

COUYI 41 KurTille told &I. 

Acoordiq to Pearce, aoat Frenoh induatr1al ooncern1 ara 

IIOV ia a partioularl:r etroag liquid poeiUoa, partlJ beoauee 

todq thq haTe re&aoe4 to a aiD'- the ou1toaal')" hidden 

r .. ene• ooaat1tute4 b;r aeroban411e and raw •ter1al inTen­

torill. Ill partloular, the iiiTeatorie• of the northern 

voolea t.extile ia4uetrJ are at an unu•uall.J low point part17 

throueb i.llportant ordere troa the Gonrnaeat and partl.J 

beoaaae woel 111ppllee ara under Upt ooatrol b;r the ll'leoh 

grovp .. at u4 bJ the Br1 Ulh GoTer.eat. Pearce 1&14 

that th11 liquid ooa41tioa lhould SiTe &.,...a oou14enbll 

tax reTen•e, Wbloh hal not been fo~oailll 1a pi'ITlou Jl&ra• 

Be reaarke4 1no141ntal17 that hi 11 eUll .upUoal 

abo11t tu ablll tJ or c. wUl' •p••• of tlaoal aatborl Uel 
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1n France to enforce anr t.portant 1noreaee 1n direct 

taxa• or to take tne real aeaeuree to reetr1ot ooneu.aatloa , 

which rlll be eo eiiPh&tlo~ requlre4 b7 the e1tuatlon 

it J'ranoe 11 to &"tOld exoe .. lntlatloa. Jle eald that 

armament bond eubeor1pt1one, on the other hand, continued 

to nov trom wealth1 and poor people in an uninterrupted 

stream. For 1netanoe, the ellen tell ot tht National 01 v 
Bank 1e naturallJ aore well-to-do than that ot aoet French 

banke , part1oularlJ 1n the French pr oY1noee; 1t hae reoe1Yed 

author11:7 to keep on hand large euppl1ee ot araaaent bonde 1n 

the emaller denoa1natlons ot 500 and 1,000 trance, and tht7 

haTe author1tr to att1x the neoee1&r7 val14at1on stamp eo . 
that ol1ente who do not want del ar or who do not want to 

make return v1e1 te will be eatlet114. 

He spoke ot t he requ1s1t1on b7 the Br1tleh GoYernant 

ot Aaer1oan eeourl u .. and ot the tact that there 1e no 

1nd1oatlon that a1a1l&r etepe will be taken soon b7 the 

Fre.noh. He eald he felt the rrenoh had aade onl7 a eoae­

vhat halt-hearte4 atteiiJ)t to uoertain thtlr torelp hold1a.ge, 

partlr to avoid eabarrue•nt 1n higtl plaoee, and that even 

1! thie ha4 not been the oaee, ther would have been Wl&ble 
and control 

to deteot/an 11rp0rtant peroentqe ot euoh hol1!1Dp part1o11larl7 

thoee held 1a var1oue quarter• ot the world bf French taa117 
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'1'ha qUIUOD of OlD' SOld pl'obln OODUDU11 to OOOapJ 

epaoe 1D th1 J'renoh t1nco1al pl'lll . LA SI'l'Ul!IOJ ICOJOKIQUI 

IT FIHANOIZRI fol' example 1D oomaent1DS OD the natural 

anx11t)' ot the 1Aaertoan authol'1Uel to Pl'llll'Ye the ooael'o1al 

outlet• ot the United Stat•• 1n Europe aftel' the Val'• an4 on 

the 1~ol'tanoe ot Fl'anoo-Bl'1t11h eoonoa1o oollabol'at1on 

r elll&l'ltll 

END SIOTIOIS ONI TO SIX IICLUSIVE. 

IA:LIW 

. . 

KURPHY. • 
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RFP 

SEcretory or Stat£ 

Washington 

223 

GRAY 

Poria 

DatEd FEbruary 20, 1940 

REo 1d 6 :55 p .m. 

237, FEbruary 20, 5 p.m. (SECTION SEVEN) , 

"It must bt mndt clEar at thE samE timE that intEr­

national trade cannot devElop without thE contribution 

or thE Un1ttd StatEs. If thE latter wish thE rEstoration 

of thE broad currents of tradE th~ a lonE bEing ablE to 

opEn for thE world a new Era of prospErity, thEy must not 

forgEt that they hold thE grEat majori ty of gold rEsErves 

and that without gold thE world will nECEssari ly hav£ rE­

coursE to Economic nationalism and to soluti ons of 

autarchy of which thEy (thE UnitEd Statts) would b£ thE 

first v1ctLms . Wt' must likEWisE EXprEss .thE hopE that 

if thEy art imbutd wi th this idta thEy will r i nd a btttcr 

distr ibution of crEdi ts than in thE past .• ThE forEgoing 

views would otherwisE tlnd substantial opprovnl i n many 

circlEs i n Franc£. 

MURPHY 
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RFP 

SEcrEtary ot Stat£ 

Washington 

GRAY 

Parle 

224 

DatEd PEbrua~y 20, 1940 

Rto 1d 7:05 p.m. 

237, FEbruary 20, 5 p. m. (SECTION EIGHT) . 

A dECrEE has appEarEd in thE JOURNAL OFFICIEL (dotEd 

FEbruary 18) providing for thE EatablhhmEnt of an Intn-­

Vin1stEr1al Financial BlockadE Commission. Its statEd 

purposE is "to placE in opEration mEasurEs nECEssary for 

thE financial blockadE of GErcany" . ThE covEring mEmo­

randum rEcalls that a somEWhat similar body was Estab­

lishEd i n SEptEmbEr 1916 and conti nuEd to function until 

DEcEmbEr 1918. Rht is n111:1Ed chaircan of thE nEW ccm­

n i ssion. ThE othEr mEmbErs arE DE Costa Ba~E, Aaaiatant 

DirEctor of Political and Comm£ro1al Affairs ot thE ForEign 

OfficE; thE SEcrEtary Gtntral ot thE Ministry of FinancE 

or his rEprEsEntativE; thE GovErnor ot thE Bank of PrancE 

or his rEprEsEntativE! Drouin, UndEr DirEctor ot Block­

ad£; GabriEl Dayraa or thE BlockadE Mini rtry; Auboy 

Ntau, mEmbEr or thE Prtnoh Economic Mhaion in England; 

RogEr Auboin and Gai lltt-Billottau formEr FrEnch Financi al 

Attach£ at Berlin. 
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RFP 

SECrEtary of StatE 

Washington 

GRAY 

Paris 

225 

DatEd FEbruary 20, 1940 

REc 1d 7 p.m. 

237, FEbruary 20, 5 p.~. (SECTION NINE) . 

An arrEtE of thE MinistEr of ;.rm!ll:lmts publishEd in 

today 1 s JOURNhL OFFICIEL providEs that sny physi cal or 

moral pErson who producEs , dEals in, or holds aluminum 

or ~agnEsiun must oak£ a dEclaration of thE stocks in 

his possEssi on within onE ~onth and a quartEr ly declara­

tion thErEaftEr. HE is also rEquired to kEEp a detailEd 

and up- to-datE rEcord of the operations EffEctEd by him 

in such nctals , :, declaration i s not requirEd for stocks 

of purE aluminun, scrap aluminun, scrap dural~in, or 

other scrap aluninum alloys of lEss than one ton; thE 

limit for purE magnEsi um, scrap ~agncsium, or scrap 

magnEsl\m alloys dEclarat i ons 1s 500 kilograms, 

HURPBY 

NPL 
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RFP GRAY 

Paris 

DatEd FEbruary 20, 1940 

REc'd 7 : 45p.m. 

SECrEtary of StatE 

Washington 

237 , FEbruary 20, 5 p .m. (SECTION QEN). 

Todoy1 s JOURNAL OFFICIEL also publi shEs an arrEtE 

providing for the abolition of thE IntEr-Ministerial 

CompEnsation Commission (crEated in April 1934 to supEr­

vis£ thE operation of clEaring and paymEnts agrEements 

bet wEEn FrancE and cErtain forEign countriEs) in viEw of 

thE rEcEnt EstablishmEnt of a compEnsation officE (My 

tElegram No . 2882, DEcEmbEr 1 , 6 p .m. ) . ThE ExEcutive 

Committee of the nEw CompEnsation O~io£ is composed of 

thE Director of For Eign CommErc E of the Ministry of 

CommercE, the Director of t hE CompEnsation Office, thE 

UndEr Di rEctor of thE Commercial Secti on of thE Ministry 

of ForEign Affntrs , thE dirEctor of thE movcmEn,t 0Entral 

DEsfonds, o rEprEsEntativE of tbE Governor of thE Bank 

of FrancE, and a reprEsEntativE of thE Paris ChambEr of 

ConmErcE. 

ThE securities markEt was lEss activE and ~bjcct 
'I 

to somE profi t taking today. 

Rist and Ashton- Gwatk1n sail from GEnoa SS WAS~INOTON 

FEbruary 24. 

(om OF MESSAGE) . 

NPL lfORPHI 
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TREASURY DEPARTMENT 
PROCURIEMINT DIVIIION 

WASHINGTON 

Pftna&ry zo. litO 

IIIIIORdDOII P'OR fBI SICIIftU!t 

• 

The attaohed OOPJ' of a -rand- ahon the propoaed aohedule of •­
traota to bo -de b)' reprea•tatboa of tho Oon~ ot lol'OOQ'o 

fhrouch an illtoroou1CD with Ill'. Gor40D I wu able to cot TO 1Jrlcht 1820 
eotore. 1200 BP ail1t&r)' ratiDc. wh1oh oan be ued 1Jt. tho t,po of p.lauo 
wh1oh tho Jorwoociau app..,..tlT -.t to purehue. fbi• IIOI'Il1llc I 
t aU:ed with C&ptal.Jt. lllotato1dt of the IOJ"'NCian Air roroo b)' phODo. Be 
11 in Loa qoloo, and he l.Jt.to.-d • that tho doliToey aohedulo ot -
r;iDaa offered -• ..,tirolT aathtaotory t o t'-• 

They had oxpreaaed a dodro t o power thoao ahipa with I'd' 1830a, bat 
nona ot theao ql.Jt.oa will be &Tailab1o clllrl.Jt.c tho 7oar 111.0. 

att. 

227 
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!lac· . .,. Oot. 

IVnlte ..... 2 

NU. llJI&le a.&U. a.Mr• 1 

DM!clu llJI&l• .. U. Ba.b.r• 8 12 

•ct=•• WI'1C)It .. 1820. 200 hriM lSI 
lJOO IP lllllt&z7 JlaUac 

.,__u .,.....lt4edr ... 

' 

·'"· Deo. 

10 liS 

8 

II 

21 

t 

Jan. 

lo-

total 

2T 

11 

u 

N 
N 
CD 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

l"ebruo.r:T zo, 19.0 

IO!IIOIWIDUK FOR tHB SIORITART 

The attaohed ia a aohedule or deliTeriea by aontha or the 144 Vultee 
Lir;ht Baabera whioh haTe been purohued by Sweden. 

229 

The repre .. ntatiTea or Snden haTe expr eued a deaire that, it pouible, 
the dtliTery of &11 ot the 1~ planea be oc.pleted durinl; the yeer 19.0. 
I n oonneoti on with thia euu; .. tion I han talked with Kr. Be&le, Prelident 
ot ATiation ll&nutaoturing Corporation, who 1a at preaent haTinr; a atuct¥ 
m&de to '" .mat , it &nythinl;, aisht be done to apeed up deliTery of the 
planea and wh&t new aohedule lllight be arranged. Pending definite intor-.­
t ion troa hia on thia aubjeot it ia not oonaidered deairable to diaouaa 
the question or lpoeding up deliTerie• or the P&W enr;inea . In thia oon­
neotlon it appeara that pr obably the only way in which expedited del1Teriea 
m&y be had will be by delayinl; a oorreapondinl; number of enginea preaently 
under oontraot with the Prenoh • 

• 
Lut week I had two ••tinge of a Board I oonnned OC>IIIpOaed of Captain 
Kraua and C-.nder Riohardaon of the layY, and General Brett and llajor 
Lyona of the Anq, to aurny the pouibilitiea of haTinr; enr;i.nea dinrted 
f rca the Arrq and layY delinry procraa• Arter a thoro~ atud;y on the 
part or both branohea , it doea not appear feaaible, without ... terially 
interferln& with the propoaed deliTeriea tor both the A:rw:t and the la"J, 
to diTert ut;y Patlr 110tora trca tboae due under their aontraota. 

The oonolualon ineTitably tollowa that the Fr.,oh, who haTe due on oon­
traota tor deliTery dur ing the year 19.0 approxlll&tely 2900 enr;inea, •-
to be the only aouroe trca whloh ut;y diT ralon be effeoted. 
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TREASURY DEPARTMENT 231 
INTER-OFFICE COMMUNICATION 

J 
I 

I 

DATil lebl"UIIr7 20 , 19llo 

TD Secretary Mor~nt~ 

P'lloW Ill'. Cochran STRICTLY CONFIDENTIAL 
J.t 3:15 t his afternoon Dr. :Peh telephoned •• that the~ 8114 aun.1107 

CoaDittee ot t he Bouoe, while diocuooing t he Jiunioh loan queot ion, he4 aoked 
Mr. Hackworth ot t he Department ot State whether the Dep~ .. nt ot State ba4 
l ntormtlcn concerning t he lederal Reaerre B&llk'e account t or the Britieh 
Goverlllllent. The queotion implied eome aort ot a t iocal a«encr e.rrangeaent. 
Mr. l!ackvcrth 41aclaimed 6111 knowledge cf t he eituat ion and broU&ht the quutlon 
back to the State Department f or conaiderat ion. Dr. lelo aaid it wao to be de­
cided whether the queotlon ohould be naded or whether he, Peh, ohould appear 
before the Co .. ittee and teotlfy. (Backvorth had otated to the ComDlttee that 
Fell 11&1 the State Dep~•ent oftlcial who vould be faaillar vlth thh rubjoct . ) 
I told Palo I ohould prefer that the .. tter be fir st 41ocuned between the 
Secretarlu of State and '!rea8UJ7. 

J.t 3:25 Secr e tary Morgenthau told me that Secreh,rT llnll had juot telephoned 
hilo. lie aald that Iince I vas f .. Ular vith the matter of t he Brithh accOW1t 
I thculd gin Dr. Jeia t he d .. lred 1ntor..t1on. I explained t hat reb ba4 jldt 

been In touch vith me and that I bad giTen the abon suggestion, namely, that 
the Secretaey of State apeak directly with Mr. Morgenthau befor e taking 6111 
action. Secretary Morgenthau explained to me that he did not want the queotlon 
ended. 

'D'pon r e turning to 'lifT office, I got in t ouch vith Dr. Jeia at 3:30· I took 
pal!la t o correct &D;f 1mpreoo1on that ther e vao a til cal agenq e.rrangeMUt. 
?eh Wlder otood thie a1tuat1on. I e.ndeaTored to ulce it clear t hat tho Bank ot 
:::..£land and the B&lllc ot :Pr ance had opened accOW1h vith the Pederal Reoerve Bank 

ot l!ew Yorlt, vlth the approTal of the Jedaral ReoerTe Board, which were depooit 
accounta from which pa1111ento vould be made for var ll&hrlale pnrchaeed on t hio 
!OIIrlcet. In uawer t o Dr. Jeh ' 1nqu1ey, I otated that 1t waa not 11llUSUAl for 
the central banlr:o haTing accounto vith the :Pederal Reoerve Bank of New York to 
cuey more than one general account. J.a an example, I told hi• that the B&llk of 
Fra:nce had a general account , an account for ito Stabilization lund, ud now the 
lpec!Al. aCcOW1t tor wr purchaau. J.ga1n I reiterated that the opeelal accounto 
were bank to buk accounte and not !local agenc;y accounto, oo that thl '!rta1Ul7 

llopart,..nt 1a not a parlr thereto. 

In anover t o queationo pooed. b)' Dr. J elo 1.n regard to 'lllulther the Jederal 
Re~trve Bank: ot !fev Yor k p~ioipated in thl 11quldat1on ot :Britilh owned dollar 
aeeurtUeo, I uplalned that tho on.lr connection vao that fundo obtalne4 free 
t b.e lale 111 l!ew Yorlt of ouoh oeeuritieo might naturallr be dapooited in the Bank 
ot l:nC).and J.ccount vlth t he J'edtral. I contil'llld the preoo report t bnt the 
lltw York ac;enc;y of the Bank of Montreal hao been cbooen ao the depooltary t or 
the dollar oecurltiee which t he :Br1t1oh GoTernMnt 11 tllklnc oTer; t hat a Britioh 
••eur1t7 expert 1o in t hio oountey to act ao adrloer t o that bank in liquldatlnc 
ltCU1'1t1eo; and that tho oerrlceo of ouhlde baDb and brokerage coneerno M:T be 
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11uu .. a. hh aa14 tba\ bit W1114 aot cln au ot \hh Wor.at1011, "' we 
glad to haw U. 

Jell than uD4 W.\bitr bit ooal4 rwp}¥ \o the 0-t\he that tbit 1\a\e 
Departaet ._. enn ot tbit arr•cr• 11ta ••...,. -, tha 1u1t ot 'bel•' vtth 
the J.Unl lleaern luk of ... Toft. I Na1a4e4 hla that we ha4 prGYl4e4 
t he secr.ta17 of 8\Ue vUh a OGpT of \bit -J'IUiba of •oW.'ber 9 troa tha 
seonta17 of the !'r-=7 to \bit J'na14ent, la the tint p&ncrsph 'llbereot tha 
arraz~&eMD.t 1D. quaUon we Cllltlla.a. hh vlll haUf7, 1t -u&aJ7, that 
the Stah llepan•ct hu 'baeD. kept 1D.toma4 of the punl proce421re 'b7 \bit 
freaau17 Depar\M11\. 

• • 

• 

Regraded Uclassified



233 

RE TESTDIONY OF MR. FEIS BEFORE 
OONGRESSIONAL COMMITTEE RE­
GARDING FINNISH LO&N 

Februar,r 20, 1940. 
~ 100 p . m. 

Presents 

H, Y, Jr: 

Cochran : 

H.U. Jr: 

Cocb.r..n: 

H. !.I . Jr: 

Cochran: 

H, l(, Jl:'l 

llr. Cochran 

lierle, llr. Hull juat telephoned and the7 
aaked him toda7 when he -~~ teatif'71n8 on 
the F11'U'l1ah loan how oome the Federal Reserve 
Bank 1n New York -~~ fiscal agent for England 
and Feb 1a going up to teet1f7 tomorrow, 
ao I said if Feis would get 1n touch with rou, 
JOU would give h1m the Whole story. You sat 
in on that , didn 't rout 

Yea, air. 

So, will rou conta ct Feia and poet himt 

He phoned me juat before he got rou and I 
told h111l the tact that I onl7 acted 1n one 
capaoi tJ and he aa1d, "JAay we tell them up 
on the Hill that or should we t r y to dodge 
the question?" And I told him I would rather 
apeak to JOU bef ore. 

I 'tiQUldn't dodge it. It 111 t:be Federal Reserve 
Board here, Federal Reserve Bank. We are not 
1n it, the _,. i t t1n&ll7 worked out. 

Bo, we are not 1n i t . 'lheJ are not acting all 
our thcal agent. I will explain it to h111l. 

'!bank 'J'OU, 
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Rn TRUSTEES POR ASSOCIATED 
GAS AII'D ELECTRIC 

February 20, 1940, 
2100 Pollio 

Present: 

H, II, Jrl 

Foley: 

H. ll. Jrl 

Foley: 

H, M, Jr: 

Bell: 

H. ~ . Jr1 

Foley: 

H.K, J'ra 

Foley a 

Ill'. Bell 
Mr. Poley 
Ill', Sulli van 
Mr, Schwarz 
Mre Klotz 

I won 1 t read this thing now, 
tonight. Everybody elae baa 
except me. 

I will read it 
got the backgroun4 

I am not sure &Jl7bod,- elae baa all or that, 
beoau.se wbat I did, after ,-ou --

Shall I read it out loudf 

I think -,-be t bat would be the beat thing to 
do. Arter ,-ou apoke to me, I went into ~ 
recorda and ~ memory and ever,-th1ng. I tried 
ver,. caretull7 to put down ever,-th1118• 

Let me read it out loud, and suppodng these 
people wait a little bit. 

That won 1 t hurt them. 

"December 22, 1939, Hanes resigned, 

"Januar,- 4, 1940, Seoreta.ry' a luncheon fo r Hanes, 

8 January 5 , 1940, Pole,- bad dinner wi th the 
Secretar,., 'llho mentioned for the fil'llt t illle 
that Hanes was interested in A. G. & B." 

Do ,ou have a record or thatf 

Ho, I have onl7 1t1:1 J11811l0ry, I wUl 1:4.11 ,-ou wb7 
I remember it. I think ,-ou were goin$ out to 
mention s omething 1n the kitchen and ~ stood 
1n tbe doom,- and aa1d Just to keep the back 
ltl:1 a1nd 1n caee I heard around town, ea waa 
interested i n .laaociated Gaa and Blectr1~ 

D14 J'OU Calle back! 

lo I didn't but I will t ell ,ou wb7 I kn 1t, 
ba:S.ue I aat next to Coroor&D at the Jaclta 

234 
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H, M,Jrt 

Foley: 

B. ll.Jr: 

Foley: 

H. lt. Jr: 

Foley: 

B, !.l,Jr: 

- 2-

Day dinner and Corcoran said he heard t hat 
Hanes was interested in Associated Gao and 
Electric and it clicked, because I had heard _ 
I remembered heari ng that from you. 

Well --

But you didn ' t say anything about Hanes having 
asked you whether - -

Well now, the way --

You just said he waa interested. 

235 

Let 1 s find out if we can - what 1s this lawyer • s 
name over theret 

Schenker. 

Didn't he talk only one way! He waa at tha t 
dinner. 

Foley: Yes. 

H, !.!,Jr: 

Foley: 

Foley: 

Wou ld he remember? You think we had better let 
i t go , do yout 

I woul d let it go , yea, sir. I don't want to 
aak Dave Schenker. 

As I told you over the telephone, you 11ent up 
to the farm rig)lt attar the day he resigned. 
You went up en -t he 22nd on the f arm and then 
you came back agai n on the 28th, and tha t first 
day, tha t was on a Thursday, tho 28th, you had 
a press conference i n the morning and then that 
night at 5: 00 o 1 c l ock we had Ranee down and he 
came in to aee you, at 5 t00 o ' clock that after­
noon. He was in here a whole hour with you aa 
I waited. 

Well , Mr. Secretary, I don't think it makes 
a bit of difference one way o r t he other, be­
cause 11bether it was the lltb or whether it 
was prior to the 5th when I had dinner with 
you, 1n eo far a a what Norris was trying to 
do is concerned, it doesn't make &nT difference. 
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H. M , Jr: 

Foley : 

B .~.Jr : 

Klotz : 

H, Jl,Jr: 

Klotu 

H. h!,Jr: 

Klotz: 

- :5 -

It, on the llth, the petiti on having been signed 
on the lOth, he came to you and asked it you had 
any obieotion, the people II!Wit have been talking 
about t When they had their meetings before the 
petition was filed, so it doesn ' t make any dif­
ference whether it was that date or an earlier 
date. 

236 

\'lhat I am tcying to do 1a , tho way I always do, 
I want to &alJUIIIe my share of wh8. tever the burden 
1e and I was just tcying to - if thia thing really 
was so, I woul d l ike to know it, but I think i t 
is water over the dam now, 

It i s water over 
letter that way; 
terence, 

ill right . 

the dam and I have written the 
I don ' t think it makos any dif-

"January 8 , 1940, Jackson Day dinner, Fol ey sat 
next to Corcoran, who mentioned Hanes' interest 
1n A. G. & E . 

"January 10, 1940, voluntal7 peti t1on 1n bankruptcy 
tiled by A. G, & E. Company and A. G. & E. Cor­
poration, in the u. s . District Court for the 
Northern Dilltrict of llew York. 

"January 11 , 1940, Secretary had lunCheon with Hanes , 
who asked the Secretary if he had any objection to 
him serving as trustee, i f appoint ed by the court." 

Have you been able to find out when he telephonedT 

The operator might have the information. 

Uill you ask hert 

(lire , Klotz -de inquiry of telephone operator.) 

Did you have a dinner at your house that n1glltt 

lfo , he got me about 20 minutes of 8 : 00, because 
Bob, or somebody, was on the phone . 

No that ian • t r1gllt (speaking to telephone 
o~rator) , If that ia the oal :r record you have 
in mind, never JDind, 
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- 4 -

Thank you. 

•January 12, 1940, Poley epoke to Wenchel and 
'lhurman Hill ( Treaeury la1r7ere) in regard to 
appointaent or trustee. 

•January 13, 1940, Jel'Ollle Frank called at 11: 22 
a.m., to eay that Mise LeHand had conveyed word 
tl'OID the President laet evening that he did not 
want Ranee to be appointed truetee. Frank ea1d 
that SEC oould be appointed under Holding Company 
Act, but thought it would be a milltake tor them 
to eeek it. However, he thought 1t w:>uld be 
a different a1tuat1on it the dourt asked the 
SBC to serve. 

•Frank called again to aay that he had another 
-•sage from IU.ss LeHand and that the President 
wanted Fre.nk to talk to Secretary Alorgenthau 
about the appointment or a t rustee. The Secre­
tary arranged an appointment for 4:00 p.m. 

"The Secretary, Frank and Foley met at the 
Secretary'• bouee at 4:00 p.m. and discuued 
A. G. & E. 11tl».t1on. Frank stated the Preai­
dent had notified him that Ranee ns not to be 
appointed. Prank ea1d that the SEC did not 
want the trueteeebip and would do nothing to 
eeek it but would take under condderation re­
quest by Court that it serve as trustee." 

Now, that 111 the tiret answer to llr . Krock 
where Krock lied. 

"The Secretary suggested Judge John E. l!a ok and 
Randolph Paul, but wanted an opportu.n1ty to olear 
these na-• with the President . llothing wae 
tinall7 1111ttled ae to n8111ee or procedure. • 

It ,.au have enr different reoolleot1on as we go 
along, I aa on 7 rel.Jing on rq aemry and on 
rq uotes and rq orts.ce calendar. 

'!'hie 11 all right. '!ben I went upeta1re. 
don't have that. I went up and talked to 
Prelident at tl».t point, didn't IT 

You 
the 
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Pole)"l 

B.II.Jrl 

B. M.Jrl 

•• 

- s -

Yea, rou went upataira and Jerry and I talked 
while TOU were upa taire. 
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•Januar7 14, 1940, SU111Tall, Wanchel and 'lh~ 
Rill -t with Pole,- at hie apartaent at lhOO p.a. 
Rill wae leaYing at 4100 p.m. tor llalone lfew 
York to attend the hearing on the appoiDbent 
of a trustee on Januar,. 1!. He -• 1Datructe4 
to aaa1at SEC 1n ever,- war 1D making application 
to the Court tor the removal or the caae from 
the Northam D1atr1ct to the Southern D1atr1ot 
ot .New York. Rill -~~ 1Dforaaad that 12le appo1Dt­
ment of Banes -• not tavored b)" the AdJn1nbtra­
t1on, but -• told not to auggeat an7 names to 
12le Court tor truatee. • 

Jrow, 4o )"OU know ~. after the meeting at wq 
houae, Frank d1dn1 t go out and tr,- to get 
Randolph Paul appointed? 

Wo, aa we go on here, 70U w111 aee that Frank 
called me back and asked 1! we had gotten the 
clearance of Randol ph Paul and I told hta that 
I had heard nothing more and that I had 1n­
atructe4 B1ll not to mention &IQ' namea to 12le 
Court. You aee, I asked Ril l to call me at 
lOtOO o ' clock 12le f ollowing Konda7 110 12let I 
would have a chance to tai)c to rou at 9130 and 
g1ve h1a an7 1natruct1ona. 

Yea. 

•It waa arranged that B1.ll would call Foler trcm 
Malone the next mom1ng before appearance 1n 
Court. 

•Jenuar7 15, 1940, Pole7 told B1ll, atter apeak1ng 
to the Sacretar,- at 9 t 30 meeting, that Treaaurr 
llad 4ec1de4 not to 811&88•t &n:J na-sa to the 
Oollrt. 

•.1. t the Secretar,-'.a pre a a contel'«lca, FoleJ 
annered queat1ona 1n reaard to A. o. !: B. re-
oe1Ye1'8hip. 

•.TobD B. Crider ot the JEW YORK TDIBS aaked the 
aecret&r,- 1t be -• tor Bane a. '!he Seoretal"J' 
repUed tbat be wCIIlld be del1s,bte4 1t SBC Wluld 

··~ .. tba 'fftatM· 
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Foley: 
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Foley a 

- 6 -

"'lh~ Hill tel.ephoned that Judge Bryant 
had set January 23 aa the date when he rill 
bear oral arg~a~ent 1n Utica, Jfew York on 
sovel'DIIIent 1 s application to remove the ease 
to the SOutham D1etriot ot !few York. 

•January 16, 1940, Frank called Foley to 
inquire if the Secretary had cleared Randolph 
Paul with the Preaident. Foley aid he had 
heard nothing further about it, but Poley 
told Hill yesterday, atter speaking to the 
Secretar y, the Treasury did not wish to sug­
gest names to Judge Bryant.• 

'!here was nothing said at 71q bouse. 

No, I said tbat· noth1ng was decided, llllaea or 
procedure, 

Am I not correct that after all it wa~n 't up 
to us to get a receiverT I mean, it never 
occurl'lld to me that I wae to f!P out and get 
Randolph Paul or Tom Corcoran or anybody, 

I think that is ri~t. 

It just neYer crossed m:,r mind and when Frank 
stood hare 'lhursday and said it was up to us, 
I asid be was just crazy. I said he was just 
crasy. 

They are the ones that injected ua into it, 
you aee. Frank told Missy LeHand when 141asy 
called him and said he didn ' t want Hanee 
that the Treasury waa a nice big creditor and 
that that in1'ol'lllation should be gotten over 
to you and it the President had any names 
that be wanted, he ought to make them avail­
able to the Treasury, because the Treasury 
bad an interest aa a creditor. 
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Aa a JD&tter of tact, when I talked to the Pre:i­
dent be said, •I bave no suggestions to make • 
Ttat was when I talked to hila upatdra that • 
day. He said, •I bave no suggestions to •ke. 

Yea, Ulat checks. I -not cUaagree1ng. 
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II.li!.Jra 

Klotu 

H. loi .Jra 

!Uotsa 

H.M.Jra 

- ., -
Bo, but I am ••Tins when I talked to h1m he 
ea14, •I haft no euggeet1one. • He eaid 
"I hav: got objectime , but I han no e~ggee­
tione. And ae tar ae I can ~ber he 
never did -.Ice any suggeetime to ... ' 

"Foley asked Prank it he ne eathtied with 
the ny ~. went yesterday, and Prank eaid 
tba t he waa~"'~~ 
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To fP bade and ehow that I thought - and thie 
clinohee it - that it ne up to Jerome Frank 
to clear it, I eaid to h1m at =7 houee, ~ow 
nit until you apeak to Randolph Paul on 
account or the little ditti oultiee ··I have had. 
I 'IIIOuld appreciate it it you would aay it waa 
=7 euggeetion, • and when I told h1m that here 
the other day, he threw that back 1n =7 teeth. 
Tbl point wae, it it wae UJl to me to talk to 
h1m, why did I aek h1m to give me the cred1tf 
I never had any intention or talking to Ran­
dolph Paul. 

I rem1111ber that d1et1nctly. 

It never occurred to me. We ade that euggl8-
t1on and I thought from then on i t waa up to 
him. 

"Pole7 asked ~ it he ne eat1at1ed with 
the ny th1nge went yesterday, and Frank said 
that he ..... 

-sen Cohen called and eaid he thought the Secre­
tary'• statement at the preaa conference yee­
terdq na splendid, and he wiabed the SEC had 
a little gute. • 

Didn't be write .. , I either had a let ter·or 
a telepbcme call, one or the other, from Cohen, 
c0J16ratulatina ae. 

1-"A" 11 I have a record. I know 1 t ne a te v-e oa • 

Get it tor ••· 'lhi• 1a on the 16th I 

"Pole talked to Bill about Judges in the 
South!m D1etr1ot of Mew York before whoa tha 
A. o • .t B. oaee Jalgbt be brought. 
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•.raDUa17 18, 1940, . Ben Cohen called and d1e­
cueeed Judges 1n the Southam Dletrict or In 
York available ror the A. o. a: B. caee. 
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"Janual'J 19, 1940, Weiner or SBC and 'l.'llur.n 
H111 or the Treuu17 dhcuued on the telephone 
with Pole7 the available judgee 1n the Southern 
District. 

•.ranual'J 2<&, 1940, Hill 1nro~ PoleJ that 
Judge Jtnoz would aee1gn the caae to JUSge Leibell 
1r JUdge B17ant granted the motion re.oving the 
ca .. to the Southern D1etr1ct or !lew York. 

•Janw.~ 25, 1940, Ben COhen and Jerome Prank 
telephoned 1n regard to the President • a con­
versation with Prank laet enning. The Prea1-
dent had d1a01118ed Judge Leibell and the poae1-
bil1cy or the appointment or Cyrua Eaton or 
Cleveland aa trustee. Frank did not think thie 
would be eo good. 11 

Terrible. The President mentioned that to me. 
I ~ember Eaton and I ea1d to h1111, "Well, U 
70u want an example or all Holding Companiee , 
and eo forth and eo on, put Eaton on. • He 111 
terrible. 

Jfobod7 waa tor h1111 and that 111 why I called it 
to ,our attention. 

1!le Pree1dent tor a oov.ple or 71ara baa been 
aort or tor Eaton. 

•.ran~ 26, 19<&0, Pole7 cleared with the Secre­
t&l'J the proposed preae release which ~ been 
aent to Fole7 b7 Corooren to the etrect that 
t1w Attorne7 General would 1netruct the tJ. s. 
Attorne7 ror the Soutlwm D1atr1ct or lin York 
to 1nnetigate the art'a1re or A. o. & B. with 
a new to aecerta1n1ng whether tbllre baa been 
uq dola tion ot Federal law e. 

'"Pol87 epoke to Prank on telephclle &boat .ra:,p~ 
Le1'bell 11arra7 Hulbert &lid eo&. Pol•7 .pre e 
Leibell' &114 aCt1CI1ed tbe IUCCIII 'l'reai!IU'7 bad 
uperi-ed batoN h11111n Sput'~ SUnr &lid 
Br1t1ab .a-rlou 'l'obaoeo ouee. 
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so-body talked to me about Murray Hulbert. 

Fol ey: The President did , I think, and you sai d the 
fellow that was on this Colllllission and I said 
Murray Hulbert , and you aaid thia wae the 
fellow and I said I thought Leibell was better 
"&1ld you eaid you agreed. 

Sullivan: No, at the 9 : 30 meeting you continued that . 

B. M. J r: What, Leibellf 

Sullivan: Yea . 

H. l.l . Jr: "JanWlry 30, 1940, Judge Bryant signed the 
order removing the A. G. & B. caee trom the 
Northern to the Southern District of Hew 
York. 

Klotz: 

H. l! .Jr: 

Foley: 

"January 31, 1940 , James B. Alley, fomer 
General Counsel of RFC, and now with the firm 
of AuChinclosa , Alley & Duncan telephoned 
trom New York end suggested the appointment 
of AuChincloas (director of Qlase Bank) as 
trustee. He eaid he had spoken to Frank about 
him." 

Re-mber that t1me I had that experience with 
Alley! 

Yea. 

Do you know h ie brotherT 

I have -t him, but I dem 1t re~er hia. 

It waa not ao good. 
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Fol ey: You aee, AuChi ncloee 11 a Director of the Cll&ee 
and Harria Forbea t'1nanced t he A. G. & E. and 
Harris Forbes was taken over by Cbaee and thiiJ 
have got a definite interest. The corporation 
owea Cbaee money and Harrla Forbes financed 
th• ao that the truatee, i f there are viola­
tion: ot law 1n connection with the ftnaneea 

f A G & B would have to prosecute the verr 
~eopie ihat h~ might be aervi.ntl aa Director 
here. 
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R,J4,Jrt 

Poleyt 

Sullivant 
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When Banea 1&78 to M, •I have sot al.l the 
1ntereate tor •• • doea an7bod7 know who the 
intereata 1nYOlved are, 'tlbo cSoea he 11111anT 
1111111 he -de that atate~~mt. Did I tell 70\l 
peopl.e that Banee told • he had been appi'OYed 
by Aeaoo1ated Gaa & Bleotric before going into 
receivership to head the coapenJT 

243 

Mr. Secretary, -Jbe that 1a what JOU meant 
out there at JOur house When JOU ea1d to me , 
~e 1a 1nterea ted in Aeeoo1a ted Gaa & Eleotrio. • 

He told • that he had been approached bJ 
Aeeooia~ed Oaa & Electric to head the oor­
poraticn before it went into reoeiverah1p, 
but ae a ro~r -ber or the SEC and aa the 
Underaeoretary 1n oba.rge ot Internal Revenue 
to settle the oaee, he felt it was iq>roper 
tor him to undertake 8DJ auch job. 

'!'bat ie 'llhat he told JOu, I think, that Deoem-
. ber 28th. 

I didn 1 t eenee 8DJ d1rterenoe until JOU -­

'Ihat ie when he came 1n. 

He told me that he had been approached bJ the 
~gement or the Associated Oaa to beooae 
president ot the corporation. 

I think it ... ., before that that Roger "bitelll&ll 
wae elected the new pree1dmt. 

Ch, he hae been there a0111e tSJae, 

'lh1a waa more recmt. 

Bo, be wae elected th1a tall. 

~t he bad been there eo or 90 days. 

Be waa put 1n there 
~ 1n t.Mre about 
bep.D to talk about 
ahlp. 

1n Nov•ber. Be had only 
30 days or eo when they 
puttinS it into receiver-
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Yea. 

In Deo•ber IOIDIIt!.D., 

Before Banea resigned. 

Yea. 

I thlnk it -• that night. 

That •1 very well be. 

Now, I can tell Jou, c01111ng back - excuae •· 
We even aaked where he could live, that we 
had been told that he wanted to live in Waeh-
1ngton and we aaid he oould pick h1a own place 
to live. 

Welli it that ia ao, that would explain the 
reoo lect1on I had that JOU mentioned it at 
JOUr houae, because I d1dn' t d1et1ngu1ah be­
tween Aeaociated Gtla, ae a growing companJ, 
and Aaaooiated oe.a, ae a bankrupt outt1t. 
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Kr. ~orgenthau, that ohecka w1th what JOU ea1d, 
because JOU hated to have lunch with h1lll on 
the 11th and JOU thought JOU would have to go 
into the whole article. 

'lhe Sat~diJ Evening PoaU 

Yea, and then JOU were eo relieved because JOU 
aaid JOU d~' t get a ohanoe beoa~e all JOU 
diaouued waa h1a own attaira 1n this Auoc1ated 
Eleotrio thing. 

He could perteotlJ well have done 1t on the li!Sth 
and told ... he waa approached to .z1age the 
.t.a80o1ated oaa, beoaue - I w1ah ac.ebodJ would 
look and aee wbat oonveraat1on took place be­
twec BaDe• and J'eaee Jonea. 

He baa bee 1n it. 

Between the 15th 1l'bell .Teaae tumid do• that 
ao-oalled "upatreua loc. • I don't lalow,

1 
bllt 

I jut bave alwJI woDdered it tblre wan t 
OOD't'lra&UODo 
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I tb1nk there must have been, bec,ause there 
was an Arthur Krock justificati on of SEC's 
action when J erome Frank indicated tha t he 
thought that John should not accept truatee­
ship, since he had been a former member of 
the Collllliaaion and it wouldn ' t look so good 
and then Arthur Krock said lots of people 
would th1nk the SEC had foroed A. G. & E. 
into bankruptcy, but this ian • t just New 
Dealere doing this. Jesse Jones , in whom 
all business men have great confidence , hi ghly 
approved in what the SEC did and se.id they 
coul dn't do anything other than force them 
i nto bankruptcy and Jeaae Jonea refused to 
advance the loan. 

That might have been. 

"February 1, 1940 , Foley at t ended conference 
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at Attorney Gener al Jackson 's of f i ce on A. G. & E. 
~1ere were present Cohen, Corcoran, Frank, Jackson 
and Foley. At this conference it vtas suggeated 
that the following be propoaed to Judge Leibell 
a s trustees subje ct to the approval of Secretary 
l:orsenthau: ( l ) Tom Corcoran; (2) Randolph Paul ; 
and (3) Lewis Dabney. 

"Foley saw the Secretary at the latter's house 
and obtained approval of t hese names. 

"February 2 , 1940 , Foley informed Tom Cor coran 
by telephone that the Secretary had cleared 
the proposed names. Ccrco1•an asked Poley it 
the secretary 'lll:lUld go to ba t for him, and 
Foley replied that the Treaaury representat ive 
would say i n open court that the Treasury r.an t ed 
Tom Corcoran provided h ie name was f irst pre­
sented by the representative of SEC. 

Did I say thatf 

Yea, air. 

I don ' t remember it. 

Well , I asked you at your bouse - -
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-a-

I • not qv.eeUOIWI& it. ll1zld the 
a -•• ot - ter1&l liere 8114 it f'::ul.d ;!-18 

-ber 1 t I 111D11lld be the tenth woDder ot tiM . 
world. 

I oan oorl'Oborate that, that aubaequentlJ, 1n 
another -et1aa 1ll here, that waa rehalhe4. 

I told Oorooren exaotlJ wM.t JOU told me tbe 
d&J before. 

U that 1a true, be oerta1n17 oan•t teel eore 
at-· 

Xo.• 
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llr. Korgenthau, " baYe a lot of reool'da, I •an, 
&ere at 9t~O meet1Dga JOU talked about th11, 
but I didn't dig that up, because that wasn't 
the point up to th1a tiM. 

I don't think that will appear 1ll aJQ" 9a~O 
reoorda, beoauae that waa on a ThuradaJ n1sbt 
wbm the Seoretarr waa goiaa up to H7de Pal'lt 
with the Prelident and I C&llle out to hia houae 
at lOaOO o' olodc end rode down to the train 
with hla. We oleared that and then Tom oalled 
- 1ll the -ming an4 aake4 i t I bad eeen hill 
aDd I •1d I had and he aa1d it waa all right, 
am he eaid, "Will he go to bat tor _,. and 
I 1&14, 1I.t JOur ll&lle 11 preeented bJ SEC to 
tM COurt, then the Pree~dent will I&J 1t i.a 
o. L• 

waa that the tS... JOU oame to • an4 th8J wanted · 
JOU and Prank to go up together! 

':bat 1a riFt, and I bl'Ought that up and JOil 
.aid, .. o, do it then~ ftJ• wt,:o would 
ao up tor JCftlf1 ADd I aa1d, "-'111, and JOU 
eaid 8fell Bill that it the SEC people preaent 
Oor~ND'I naae, it 11 all right with the 
'l're&81D'J •• 

.,.b~l"J &, 1940, JIMI Bo Allet.::l?":olo8 
211 and wae 1ntoi.W84 'bJ Pol., u • ::! -t aooeptabll beoau• ot b1• <JiaH BIDk 

• ·oUGD.· 
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I b1'011Ft up h1a !Willi at the Juet1ce meetlng 
and ever;rbod;r waa ap1nat it because ho 1a 
a Director ot the <haae. 
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"Februar;r 5, 1940, Matt McGuire ot the Depart­
ment ot Juatice, who had boon sent to New York 
by Jackson to apeak to Senator Wagner 1n regard 
to the appo1nbnent ot Tom Corcoran tor A. G. & E., 
told Fole;r, who ran into him at luncheon, that 
Senator Wagner had just informed him by tol e­
phone fl'Om New York that Jud8e Leibell pl'Opoaed 
to appoint Hanea, KJere and Harriman. 

"Tom Corcor an asked Fole:r to aek the Secretar;r 
to call Attorney General Jackson at hie apart­
ment whc the Secretar;r arrived. Kra . Klot&, 
Sullivan and Fole:r were preaent while the Secre­
tar;r talked to Jackson." 

I thought there was a record ot that conversation 
and that 1e why I d1dn 1 t tr;r to summari ze it 
here. 

Vlhat date ia thatt 

That was on the 5th, and quite late in the after­
noon and attar the Secretar:r had come back by 
plane tram the farm. 

'lbat ia right. 

I can't remember that at all. Well, it 1a a 
reoord. 

It i a the day I rode back trCIII the airport 
with ;rou. When you got out ot the car, 1 said, 
"Jlr. Foley is vor"[ anxious to aee you, and 
we eat-

That was the night I came 1n and said 1 didn ' t 
think I knew ever"[thing that was going on. 

Jackaon waa hCI!Ie ill and you talked with hill. 
lira. nota and I were here. 

'l'bat 111 ria!:lt, I r•a~ber tbat. 

• 
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"Attar thb telephone oonvereation it 
decided tba t the TreaiiUl')' repreeentath:•• 
would request Judge Leibell to appoint SEC 
at the hearin8 in lew Yol1c tcaorrow. 

"Cohen asked Pole7 to atop at hie off'ice on 
hJ.a -7 home, 

"Pole7 told Frank on the telephone that the 
'l'reaauey would aak the Judge to appoint SEC, 
and Prank laid that wae oka7 With h1m althoUSh 
he didn 1 t 1ee why the Treasury couldn • t go in 
and name whom it wanted 11noe Hanes had repre­
lented to the Court that be -~ acceptable to 
the Admini1tration. 

"The Seoret81'7 requested Fole7 to 1ee h1m at 
hJ.a houae betore he saw Ben Cohen. The Secre­
tary told Poley of' Hane 1 1 converse t1on in which 
Hanes asked the Secretaey t o ascertain the 
President 11 attitude and to apeak to Foley. 
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"Poley had dinner with Tom Corcoran and Ben Cohen 
who told Foley that it waa a m11take to have in­
jected Corcoran I a name into the D. tter, and that 
their onl7 interest wa1 to block Hanes and obtain 
the appointaent of' tl'Witeee in BJ111P&th7 with tb.e 
p\ll1)oae of' the Holding Compan7 .lot. 

"Fole7 1na tructed Tbunan Hill to request the 
Court to appoint SEC at the hear ing in Hew York 
in the 1110rning. 

"Pebl'U&1'7 6, 1940, Foley -• pre1ent while the 
Seoretaey talked to W, I. llyera, Myers aa1d 
that bill had been asked b7 Judge Leibell to 
aerve a1 tl'Witee w1 th Harr1:man and Hanel at 
a ealaey ot ~.ooo each but didn't knoW whe~her 
he woul4 accept. He wanted to get Secretary a 
adrloe. SeOl'etarf told h1a he -• not for h1a, 
but •• tor SBC. J17ere told the Seoretarr that 
he Ullderetood Bcclel had reoo-uded h1a to 
Seoator waaaser a1 Wagper had called h1a urging 
that be acoept.• 

Baa there enr been aD7 back talk on Uw.t, uq­
th1Dg about Boolea being in the pioturet 
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Fole;ra 

H,lo!, Jra 

Pol era 

H.lo!,Jra 

Bell: 

!I,U, Jra 

Klotz: 

Fole;p 

H, Y, J ra 

Folera 

H. M,Jrz 
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lifo, }'OU aaked • to tell BID Cohen that 
Uld I oaUed hill 8114 tol4 hill. 

Dd4 the7 •••r aek about that! 

lifo. 

•At the Seoretaey'e requeat , Pol.,. tol4 
Corcoran and Cohen ot the Seorot&J7'e oon­
voraation with K7era. 

"Th~ Hill tnronned Polar by telephone 
from New York tbat Judge Le bell decided 
toda7 tbat SEC ahould DOtit'J h1a in wr1tin6 
whether or not it would accept appointlaslt 

249 • 

aa trueteea it SEC decided DOt to accept, 
Judge Leibell would notit'J the SEC in writing 
ot the truetooe he propoeed to appoint, aDd 
gin tbe creditors an opportunity to proaent 
objeot1one at a hearing to be held on MarCh e.• 
Do ,ou want to tell 70ur ott1ce that you will 
be a little bit late, Dan' I think r.e ought 
to go through with th1a, Shall I toll Mclay 
to tell them! 

Yea, that will be all right. 

Th.1e 1a a nice Job, 

Marveloua. 

Well, I put in oveeything I knew. 

"Pble7 notified tho Secretary of Hill' s call." 

'Blat •• the report that the Judge bad put 
tba ta11ng down on the 8th and aald he would 
g1Ye tbl SBC an opportwrl.t7 to not1t7 in 
writing whether th87 110uld take 1t. 

"Peb~ey 7 , 11140, Gene outt1al4 tala;!boned 
Pole that the Tre&IN1'7 •• r1l!.bt and SBC t 
ahou~ aar .. 81 truetee. outfield ~P,aalA:D 
the lll&ttal' would otlma up before the 

.todaJ'o 
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Fole71 

B. M, Jra 

Fole71 

II,K,Jra 

Fole7 1 

• 
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'"Pebru&rr a, le~. 'l'oa Corooran, Ben Cohen 
and Jel'OIIIe Frank talked to Pole7 by telephone 
t o urge tmt tbe Secretary call 1n Banes and 
aak him to withdraw, 

2so 

•role7 infomed the Secretary of hla telephone 
conversations w1 th Corool'&n, Cohen and Frank, 

"'ire. nota, Frank, Cohen and Foley were present 
at a meeting 1n the Secretary's office when the 
Secreta.ry told Cohen he would not see Hanes Iince 
he did not ih1nk it would do any good, 

•Arter Cohen l eft, the Secr etary told Prank he 
-s willing to have Foley go with Prank to see 
Judge Leibell and aak him to withhold action on 
the appointment or trustees until af'ter the 
Secretar7 returned to hill offi ce on February 19 
ao that the Secretary mlgbt have an opportunit7 
to apeak to Hanes concerning hla representation 
ot the Secretary' a posi t i on to Judge Le1bell." 

Now, nobody could do anything more than that. 

No, that ia right. 

l(ay I bring up something tbereT 

Please. 

You ea1d at lunch today that at no time had 
Banea said that he wanted thla. 

'!'bat h rigllt. 

I understood you to aar , Mr. Secretary - now, 
I aa only bringing that up beoauee I have it 
1n 1117 mind. 
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B.II.Jrl 

Foley a 

H.K.Jra 

Klotz: 

Poley a 

Sullivan& 

H. lli.Jra 

Poley a 

H.M.Jra 

!Uotu 

B.II.Jra 

• 
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llo, tbat 1a DOt oorreot. I will repeat 'llbat 
bappened. ~ thlDg tt. t I aa reterr1ng to 
1a When he called M at the bouse and When 
he sot gr1t 1n h1a vo1oe ha aa1d, •It tha 
Prea14ent doean•t want me, the only reason 
1• pol1t1cal. • 

Yea, I re~r that. 
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llbeo he hung up that n1ght, the last thing he 
laid waa, •11ow, eve17bod7 bee sot together, 
eve17body has agreed that they want -· bat 
I haven't ,.at made up rq mind tbet I ~t 1t. • 

'!'bat 11 euctlr wt.t 1t was. 

I juat bro\l8ht 1t up, beoauae I have a d1tterent 
recollection. 

I have a d1tterent recollection and I can't 
r.ae.l)er where 1t was, but I do know that - I 
do ae• to recall JOUr expreu1ng how ter1'1bl7 
anxloua he was to have th1e. 

'lbat •1 be. When )le told me that he didn't 
want 1t, I realized that he was ldddlng me. 

It 1an't important and I haven't got 1t 1n here 
&D1Where. 

It 1a blportant juat 1n th1a .. ,., that I can 
tell Banea the da7 I talked to h1a I ea1d, 
•Jut r•nber th1a, J~, J'CU neYer told 
- JOU wanted th1a. All JOU eyer asked • 
fta, 414 I have an7 objection to 1t, and I told 
J'CU no, I didn't, but you nenr told me that 
JOU wanted th1a. You have alwa,.a told me 
eYel'7bod7 elsa wanted you, but JOU n ever told 
111e JOU wanted 1t. • 

That i.a right. Attar 1f1UZO connraat1cm that 
n1abt I re.-ber you ·c•e baclc 8D4 that waa 
exaot!,. wbat 7ou told Han••· 
All4 the tS.. he pt tba gr1t 1D h1a ~1oe waa, 
•u the Prealdent doem' t wmt .. , tb8 onl1 
ra&aGD h polltloalo• 
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Sullivan: 

H. M.Jr: 

Klotz: 

Foley: 

H. !t.!. Jr: 

Klotz : 

H. li. . Jr: 
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All I recall 1a that you told me you knew 
he wanted i t very, very badly. 

Frean that conversation, 

Sure . The two th1Jl8s are compatible. 

Oh yes , they are . 

But 'tlhen he came through and I went 1n and 
talked. to llrs. llorgonthau - it was at home 
and I said, "Hanes , here , i s calling me up: • 
and I said, •I never have seen him put the 
pressure on ce the way he i s putting the 
pressure on me on this thing. And then when 
he gets In rough he says , 'I haven't made up 
my mind whether I want it,• and I said, ' How 
ludicrous i t is for him to say that to me,' " 

Yes , that is what you to l d me the next day. 

But i f he sits there , some day, which he will , 
I will j us t say, "Now, Johnny ' when did you 
ever tell me you wanted t h i s? 

I am bringing these up as they go along , be­
cause the only way I can help you is - you 
can tell me that this 1s wrong or 

Well , maybe I can tell you something. 

"At the request of the Secretary, Foley we.ot 
to see Secretary Ickes and · told him mat took 
pl ace 1n the Secretary' s office." 

That was a master stroke , f1f1 sending you there , 
I mean so that --

VIell, he got the picture. 

Ickes got 1t from you. I think otherwise Ickes 
would have gone to the Presi dent. 

"Poley tol d Ickes t~t, S 1n r~~r;~~~~~ic~~t 
had taken place in e ec . ouods for re-
atternoon did not g ive Cohen gr 
aigJlingo 
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~1_after talk1zaa to Idte1, ... CoroOND 
U4 to14 hSa wbat ~~&a: taka plaoe. • 

TOll to14 • tbat; Iok11 bact au eDtl:rel7 41t· 
flli'Ct •torr. 

(IIIaert tellpbone OOD .. :reat1on with .lttol'IIIIJ' 
Oeaeal .raoaon) 
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• 0 • 

ID!Jr: 

Operator: 

ID!.Jr: 

0 : 
J 

ID!Jr: 

Robert 
Jackson: 

!!l!Jr: 

J: 

lrnJr: 

J: 

ID!Jr: 

J: 

RHJr: 

J: 

!!Y.Jr: 

J: 

HI!Jr: 

J: 

HJ.!Jr: 

J: 

!!)IJr: 

Hello. 

I ha'le the Attorney General. 

'l'hank you. 

Go ahead. 

Hello. 

Hello. 

Hello, Bob. 

Yee, e1r. 

Hello. 

Hello. 

Henry talking. 

h"bra&Jor 20, 19'KI 
2t)2 , ••• 

Henry, I can' t be there tomorrow. 

Yell, Bob, how about 'l'huredayt 

'l'hat•ll be all r1gbt. 

Beoauee I want to talk to you about t hil Ueoo1ated 
O.a and Eleotr1o. 

That'll be tine. I 'll be there Thursday. 
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Wow, What I -- 1t I want to aend you a letter t onigbt 
0 Where oould I addretl 1 t tot 

Well, 1t wouldn't reaoh 1118 before I 'd be leanng here. 

Well •••••• 
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J: 

E!!Jr: 

J: 

IIJ.!Jr: 

J : 

1!!-!Jr: 

J: 

ffi!Jr: 

J : 

J : 

l!!tJr: 

J : 

!!l!Jr: 

J : 

255 
- 2 -

The beet way to d~ would be to send it to the house - ­
to the Yardman Park - and I'll get it along tour or 
tiw o ' ol ook When I drive in . I•m 4r1V1ng down 
to1110rrow. 

Oh. All right , beoauee I ' ve got an answer to Senator 
Norrie , Hell o' 

Yes . 

And before it goes I ' d like you t o see it, 

All right, fine . 

Beoauae I - - I ' d l ike to have Juetioe and Treasury -­
eye to eye on t his thing; I think we are. 

Yeah . 

But •. • .... 

All right, I • 11 be glad to - - I • 11 be glad to -- the 
beat way is to send 1t to the apartment and 1 111 have 
1t there when I get home. 

Well -- all right , and then we'll have lunoh together 
'l'hureday. 

That ' l l be fine . 

You know it's Washingt on's birthday but you eat Juet 
the eame, don't you' 

• 
I eat on that day too. 

Good tor you. 

All r ight , tine . 

Cloodbfe . 

Goodbye. 
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Foley I 

H, !l, Jr l 

Foley: 

H, ).! , J r l 

Fol ey 1 

Klots 1 

Poley1 
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Icke11 llaid that Cohen had come in there quite 
up11et and llaid that you had eaid to him in a 
boorish way two or three t1mes "Sit down 
111 t down," and I sai d , ~. Se~retary, th~t isn 't 
quite ~t happened. I t h ink Ben wae ao emoti on­
ally upset , he perhap11 doesn ' t realize what 
happened, I said to Ben a oouple of t1me11 1 Sit down, Ben,' and finally the Se cretary' said 
' For heaven's sake , Ben, 11it down and control ' 
yourself , 1 and then he 11tarted to go to the 
door and I think --" I thi.nk you 11aid, "Where 
do you think you are?" or aaneth1ng like that. 
Now, both of you were exci ted at tha t point, 
but you didn ' t say to Ben two or three t1mea, 
"Sit down. • 

No. What I said to h1m when he was pounding 
rtr'f deak was, "\'lho do you think you are?" 

And after I saw Ickes, I stopped in Tom's 
office over there in the aame building and I 
told Tom what had happened, 

"At the request of the Se cr etary, Foley went 
to see Secr etary Ickes and told h i m what took 
place in the Secretary 's office, Foley told 
Ickes tha t , in hill opinion, what bad taken 
place in the Secretary' s office that afternoon 
did not give Cohim grounds for resigning. 

"Foley, after talking to Ickes, saw Corcoran 
and told h1m what had taken place. 

"After Cohen learned from Frank that the Secre­
tary wanted an apology from Cohen for his actions , 
Cohen called Foley during the evening in s;eat 
heat and repeated hill intention to resign, 

I t hought t.hat Frank was not playing the game 
when he called Ben and Ben was upset. 

I aaked you to do it. 

No, you asked Frank· 

You 11aid, "' dClll ~ t want ,.~~ 
"You tell FraDk. I d1dn 
ahould have doll8 thill · 

to do it. " You said, 
think that Jerr:r 
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Klotu 

Foley a 

Sullivan a 

B. ll. Jra 

Sullivan a 

B. 14. Jra 

Foley a 

B.li. Jra 

Klotz a 

Sullivan a 

Klotsa 

SulUvana 

Fole:ra 

Be cal'1"1ed out fOUl' ol'dera. 

And then he got Ben all upaet again and Ben 
clll.led and he waa in a terrible a tate' and 
oouldn 't talk. He got kind ot personal about 
- and talked - I told h1a that I wanted to 
oc.e and aee h1m and he aaid he didn • t want 
to • ee - and one night laat week I waa going 
to m.'re d1nDer with lt1ntner and h1a t1ancee 
and Bell waa auppoaed to come and when Ben touDd 
out I waa ccm1ng he told Bob that be waa acre 
at me and he d1dn 1 t want to ooma. 

Sullivan ate tor Cohen. 

SUll.i van ate 'tlb& tt 

Sullivan ate tor Cohen. 

I thought you said you ate the corn. 

So I haven't aeen Ben except to talk with h1m 
on the telephone and that appears here later 
on , ainoe that - a1noe you ·have aeen him. 

~t I aa1d about the apology a till holds good 
and I ba ve gotten lll.Cill8 tor a even yeal'll and I 
haven't ~e aJ17 personal enemies in Washington 
that I know ot. People diaagree with me, but -
ao I gueas I can laat out the :rear without 
Mr. Ooben. 

•'l'be Seoretar:r called Poley trom lfashrllle, 
with the aaaiatance ot Jlra. lO.ota. • 

It he hadn't put acmetb1ng like that in I would 
have been d1aappointed. 

It waa Ar1aona, waan't it! 

'DlAI t1rat tS... 

'ftlat waan't in Waahv1lleo 

I underatood. :rou to aay you were in Waabv1Ue. 

• 
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Fol ey a 

Sullivant 

Kl otZ I 

B. ll. Jrt 

Poley a 

H, hi .Jra 

Foley a 

B. M.Jra 

Poler a 
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No, I put tlw.t there. 

Tbia was on the way down when the Secretar,. 
was changing trains. 

I share the reaponaibilitr about that call, 
b7 the war. 

'lllank rou. 
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"Secretary Ickes telephoned and ea1d he had juet 
ta1ked to Secrataey Morgenthau and understood 
that Foley and Frank were to eee Hanas. Pole,. 
told him that onlr Frank •s going to see Hanes 
and the outcome of thia conference would probabl7 
determine whether Foler and Prank would see Judge 
Lei bell. 

"Foley received two wires from the Secretary. 

-Foley telephoned Grace TUlly and told her that 
the Secretar,. had requested him to see Uiea LeBand 
and give her our verdon of the A. G. &: E. utter. 
Grace TUlly called back and aa1d that 1M1aay1 

could not do it that afternoon, but would tele­
phone Foley at home 1n the morning. 

"Fo~ey had lunCheon with Duffield who gave Poler 
copy of SEC release to the effect that SEC had 
notified Judge Le1bell i t WOJ l d decline t o serve 
ae trustee." 

Is that the way you got itt You haven't got it 
trCIII the SEC direct! 

No, Gene came over to the -­

Frank never sent it to rout 

No. 

Nice babies, aren't theyt 
t bmCh at the Oce1-

Gene gave . me the :.!~~~~:.~led .. since, either. 
dental. Jerome to 8 whether or DOt I •• 
I oa1led him ooce B 11! .... I understood ha 

poeed to f. to ew ... o.-.. . = aone to ew York J.aat '!buradaJ• 
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B, IJ. Jr: WhoT 

Poley: Frank, and eaw Leibell. 

B. U. J r t You didn 't know what happenedT 

Foley : No , Ben told mo that last night , 

B. LI.Jr t What is the matter with Frankt 

Pol ey: I don' t know. 

H. M. Jr: Is he sore at you, toot 

Pol ey: I guess so. Bverybod;r 1a sore at everybod;r 
elae 1n this U11ng. 

Schwarz: There IIIUIIt be a lot at stake. 

Klotz t There is • 

Bells Fifty thouaand dollars at atake. 

Sullivant That ian't all, that 1a peanuts. 

B, M,Jrt 'torcoran notified Foley by t elephone at boJDe 
that he had seen JUdge Lei bell the day before 
about Ranee but got nowhere. " 

Poleyz 

B. loi . Jr: 

Klo tz: 

Corcoran went up and saw h im, too. 'l'bat na 
on Saturday. 

What surprises me ia that Frank isn't keeping 
you posted. Did Frank ever aak for tbat l1stf 

No . 
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H. M,Jr: "John E. Crider of THE NE\V YORK TillES telephoned 
Foley that he waa trying to aacerta1n for 
Arthur Krock why the Treasury had propoaed SEC 
and whether the Treasury would have any objection 
to Hanes now that the SBC bad declined.~ 

Poley: He tried to aa;r that we tnew SEC wouldn't aerve 
and all we were doing •• J'i!t lll&king motioJUI 
beoauae we )mew they wouldn t take it and now 
tbat SEC was out of the way, would we approve 
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B.M • .Trr 

Klotu 

Pole;rr 

Schwarz a 

B.lii.Jrr 

B.loi • .Tra 
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::::,0~-r!:.~t~tter &117 obleot1on to 

"Pole;y :replied tba t the Tl"eUUJ:7 tbou~t 
SEC could do 11101t etteotive lob &Dd be 
bad DO comment u to Hanu 'Uiltii the Trea 
.... DOt1t'1ed b;r Judge Leibell ot the tru :ur:r 
the Court propo1ed to appoint. 

1 111 

"Pebru.r;y 1~, 1940, Fole;y reoeb'ed trom Be 
~~=~dok~ siv1Da1 ~en•• interpretation 

,..v I CO-· 

I pve that to Mr1. nota. 

I would like to take that ~. 

I have got the original. 

You have got another one, lira. notz, that I 
haven't got back &lld 1 don 1t have an;y cop;y. 
I think he ought to have thlt, too. 

I bave ••en Borr1a 1 letter to Prank. 

•'l'oa Corcoran called Pole;r at halle attar ld.d• 
nigtlt &Dd asked lll:lle;y Wben petition wa• tiled; 
"'lbeo Secretar;y atated at preu conference he 
-• tor the SEC; aD4 wben 118nea asked the 
Seoretar;y 1t he would mve an;r oblection to 
b1a 1t appointed bJ' tbe Court. Fole;r aa1d the 
pet1t1cn -• t'iled on .TanUirJ 10; the preu 
oontereoce ftl held on .TanUirJ 15; aD4 Ula.t bl 
did DOt Jmow date when Banea aaw the Secretar;y 
but thougtlt that 1t waa aoon atter Bane• aub­
aitted hie re11gnat1oo. 

•Pol•7 talked to tile Seoretar;r on the telepbollll 
&Dd 1nto:rwaed him ot the new develop~entl. • 

'Diat waa wednllada7· You called in 1.114 we 
ta1bc1 about U. 

IIES.ntaer aaltecl PoleJ owr telepbone 1t !'reU1Ir7 
bll4 bee t:Dld ac would DDt aooept trutee.S.p 
pr1ozo to Pelmai'J' e wblll ~11U"J urpt uat 
Ollazot qpolllt UC• Pole;y aaid tllat tiNt DOtioe 
ft ••• ..,. w t~aat ac WOQl4 DDt •l'ft _. ~ • 
...,_ ot .., aoUGD wal relelled lalt late Q• 

2SO 
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B. L! . Jr: 

Sullivan : 

H. J.! . Jr: 

Sullivans 

H. t.! .Jr: 

Sullivan: 

H,t.I,Jr: 

SulliVIIn l 
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This waa When I waa taking it easy. I waan •t 
do~ here, 

"Sullivan telephoned Foley at home that Ben 
Cohen wae anxious to reach Foley by telephone. 
Foley called Cohen who asked Foley the date 
when the Secretary had infonned Hanes he would 
have no objection to him if he were appointed 
b7 the Court. Foley said he didn't know. the 
exact date, Cohen then &eked h1m to find out 
definitely from the 5ecretary1 e recorda aa 

·Arthur Krock had taken exception to Norrie' 
atate-nt that the meeting had taken place prior 
to !Lllng of the petition, and Ben wished to 
ascertain de!1nitel7 when tbe meeting bad 
taken place. • 

1bat is where I got back into the pictUN, 
Ben called me and eaid he couldn't locate 
Ed and then told me Wbat he want ed and that 
ie why I eaid I thought you were wrong yes­
terday. He wae looking for factual informa­
tion. 

After the letter had gonet 

1lha t letter had gonet 

The letter Norrie had written to Frank. 

I knew nothing about .uch a letter \Dltil Satur­
day noon. 

What you are eay1ng doesn't make '1111 statement 
one bit different . 

i t' nday you indicated 
No but 1n the converaat on .o the level. 
th~t ,-ou thought that Ben waa not on 

i thing here that contradicts 
well , there a no 
tbat. 

11 u aumed all along that 
I th1nk tba~,~~7 ~th all of the people 'llho 
Banes had t ....... e t thelll before the peti-
wanted h1ll to repre .. n tb&t that is eo and 
tion waa tiled. If thlnkt aa •ou recall th• 
I tb1Dk that the ac • • 
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H.M.Jr: 
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Foley: 

B,IJ,Jr: 

Foley: 

B.ll,Jr: 

Sulliva.n: 

B, l!, Jr: 

Foley: 

H,ll,Jr: 
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,-oureelt, 1ndioate that that 
although he told ...., ,. th was ao, because 
J ~-u .or e tirat time on 
_;:uar,. 11, the ieti tion •• tiled on the lOth 
toge{~:r j~t 2~o:o!r!~t all the Yar1oua interests 

But that doeen' t change the tact that 
first called Pole,- on 1111dnigM or the 
'lhe letter was written on the 14th, 

It 1a dated the 14th, 

Corcoran 
13th. 

It 1e dated the 14th, Now, this ie 'tlbat I sur­
mised 1a what happened. Corcoran called Foley 
on the n1gbt or the 13th. He tries to t1n4 
out just what we are talking abou t and Foley 
can t t te 11 him. 

I never knew that date, llr. Secr etary, 

That 1a risbt• 

I remembered your saying sometime soon after he 
resigned. 

On the 14th th1a letter ie written, the Norrie 
letter goes over to Jerome Prank and then after 
1t has gone forward, t hese boye begin t o get 
worried, because, I gather, Krock questioned 
something or o ther and then attar the boye had 
got worried, they called up Foley Friday, which 
waa - wha~' 

The 16th. 

Forty- eigbt hour• attar thie letter had been 
written and I ea1d tbat after the letter llad 
been written and atter it bad gone , they were 
tryill8 to Juat1t)' the raota in the letter. 

Well --

And thia bears it out . All or thee• thiJiga are 
all rel&t i ve. Let t a say in their enthusiasm 
I believe thee• boys were carried away. ~e7 
get tbia thing out , th1a letter goes o~t tom 
!Iorrie • 'l'bey don't ha •• their - they 1"1 o 
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Poleyt 

Sulli vm: 

H, II!,Jr t 

Sullivan: 

Foley: 

Sullivan a 

H,M,Jrl 

Sullivan: 

B. M.Jr: 

Sullivant 

H, J4,Jr: 

Sullhuu 

Poley a 

H. K, Jra 

Foley a 
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l"Uah to Ed and try to hans tbh th•"- on -· -
I don't think that 1a quite right. 

lfo, I think they thought they had the facta 
and were looking at the eY1dance to prove it. 

'lhat ia all I am aaying. 

That ia a little different, 

I don 1 t th1nk they are hanging it on you. 

There are two queationa , One 1a moti ve, which 
exiata under your interpretation and doea not 
e.xiat under mine, and the other one 1s their 
attemp t to shUt reapona1b1lity to ,.ou, and I 
doubt that . 

But aa to the !'acta, am I correct that they 
tried to ge t the evidence after the letter 
wae writtenT 

Yea, I think eo . 

Now, I can interpret their motivea one way and 
you can interpret them another war , can't you! 

Surely. 

My interpretation 1a they didn •t :tua:ve the facta 
and hour a later they realize they haven 1 t got 
it, They can't definitely aay Hanea talked t o 
aCIIIebody before the lOth and therefore they 
tr7 to pin i t on 11111. 

JJo, 

lfo , I dCIIl't think eo. 

Aa long •• 70U both eaT that the wa:r the7 acted 
1 t looked aa though .a bDura later theT were 
looking for the evidence. 
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u- S oretar;r Your 1nter-
'l'bere are the faote , .... e bualnea• 117 
pretation of the f~?=• 11,!o:n't agre; on tu 
1nterpretat1CIIl 1a .,...e. 
1ntarpretat1on of the taote. 
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Sullivan a 
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H.K.Jra 
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But aa to the taota -

o. x. 
PortJ-eight boura later the7 414n • t have the 
evidaoe. You u14 that. 

Sure. 

I .. .ntitled to •7 interpretation and 10u 
bo71 are entitled to )'Oure. 

I waen•t i n on thb ~tic eoene in the 
ottioe and I have no feeling about the matter 
at all. All I have to go on 1e Ben'• tone 
to 118 ca the pbone and cert&1nl7 there waen • t 
an)'thing 1n hie convereat1on with 11111 that 
arouaee the 11llghteet 1mpllcat1ca or the 
th1Dge tbat JOU in<Ucated. 

11bat 1e JOUr interpretation! 
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You aeked ae &D4 I agree with the bo71, der1nitelJ. 

'!'bat 1a all ril#lt· 

Bape o1all7 happenins thl t da7, and I dOD' t think 
that that bo)' wae doins an)'thins - I aean, I» 
wa11 the rather of th11 thing and be relt it 
vel")' oloeel)' and etrongl)' and 70u happened to 
be 1n the -7· I mean, JOU were the onl)' 
fellow - the)' relt up to that point that 700. 
were tor BaDee, tba!,{!; wanted B&Dee, and 
after tbat aoeoe I tbef ro'OI14 out tbat 
JOU were not. 

w.u. I - eatiet1ed. We are all agreed that 
the7 d1dD • t bave tbl evideooe Uld tbeJ were 
looJd.Da tor the ev14enoe on l'r'14&7• 

•ow, wbat waa .,uvatina tbatt Bach rellCIIIf 
oen !llterpret that himHlt• 

'!!~ere 1a a J11d4le groun4 there, llr. Seore:a"J• 
'ldlat we uae4 to oal1 •settl.DI ott a apot, 
._ tbe)' J•t take uq ecaviDS.ent out. 
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'l'ha t 111 wba t I think. 

I mean, not neceelarily directed toward you. 

Let me make another 1t t 
ataya 1n wash1n t a ement. If Ben Cohen 
satisfied untilgh~n, ~ee, he will never be 
clear up to the h1lr :e:e~ggber 1n 11!1 back 
always 1 ' • ecause he ha1 
ashamed a; thongtas he - he will always be 

0 e h1ng u long aa be u 
will always be aalwlled of the thin vee. He 
1n th1a office and hie way or sho~eiru~.on 
to get me; I am not going to argue about 1t 
and I don t e.xpeot you to answer, but Just 
re-ber that. In order to cleanse hilllaelt 
and not to be aaha.ed of himaelr, he will 
never be aat1a!ied until he buriea the dagger 
clear up to the hilt. I am not asking you to 
colll!lent, but juat remember i t he staya 1n town. 

May I aak Kr. Poley one queationT 

SUre. 

Do you t .h1nk at th1a time that Be1:1 Cohen feelll 
that Mr. llorgenthau reallJ ia not responsible, 
even though he 1a sore and angry and all thatT 
Do JOU see it ditferentlyt 

Mrs. JUotz, he didn I t talk to me at all on the 
telephone and he didn 1 t want to be where I waa 
and didn It want to aee me. Now, I tbink he 
has gotten control or h111111elt ao he can talk 
about thia thing rationally and be has tele­
phoned me - the firet time I have beard trom 
hia waa on Friday. Be telephoned me yeaterday 
from New York and he talked 11111cll more calmly 
and rationally about i t. I don't tbink - an4 
I - bein6 very !rank - that Ben 1a giving 
tull taith and credit t o the secretary's state­
ment tbat he would not oppose Banes it be were 
appointed bJ the Court. I think he puts hie 
interpretation em that to mean that the Secre­
tary -• for Banes and .because or that, I th1nk 
be feale that Bane• waa able to get an advant age 
here, ao that no one now 1a able to take away 
the adn.ntaga rr- Bane•· 

I tb1Dk 7011 are riabt• 
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'l'b.at bears out the Secretary's auepie1on. 

I th1.nk he baa -de an enemy of Ben but I 
don't know about the a ticking or th~ knife 
up to the hilt. 

It you could go to great peychologbte and 
without mentioning namee, say What took place 
1n thil office, I will bet you would get the 
aame interpretation I gave you. 

Then you would aleo get an interpretation that 
he "trOUld put the knife into Foley, too. 

llo. 

He was hera and aaw tho performance. 

No, Ed has a l ons s t andi ng and he hes a reputa­
tion for being l oyal to the one he wortts for 
and he will figure out that FA is loyd to 
Morgentbau and be •• my friend, and so on, 
but I 11111 the fell ow that will take the brunt 
and afterward it will wear off, as fa r as Ed 
ie concerned, 

I would think that FA, as a former friend, 
would make him number one on the list. 

No , I think that 111 wrong. 

He baa alreadJ made up with you, in a wq. 

In a way, in the sanae that he can talk to ae 
now without getting mad. 

Well, I den •t know. 

It will wear of f and be will come around .and 
try to square bimaelt with Ed. 

Mrs Jtlotz alWIIined the 
•.t.t Foley'• requar:t , and'wben the aYent could 
secretary's reco 11 • secretary'• recorda, 
not be eatabl1abe4 rr:.s ~ley decided i t .,u ld 
lira. nota, SUll~anthe s.cretaJ'1 b7 telepbone. 
be 1n order to a .. 

1 
tbat bll could not a&J 

'Dllt Secretary told ~o ey okan to h1a abo~ 
4etQJ.tely tbat Hanet• =D ';r1or to b1a la~~dleon 
u. "· o. & •• tz'Q8 ee lt 
ritb HaDe• on lan-.rf ll· 

2SS 
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But I - eay1ng what I am aaying tor a det1-
nite reaeon and juat to put you all on JOur 
guard. 'lhe whole tiae it baa been Cohen and 
Frank and Boclee , the epending group, those 
are tbe three, 70U eee, who have always been 
oppoeed to me, peremally, you eee. 

Wel l , they are the two who gave him the woret . 

WhoT 

Boclee and Fr.nk, 

But )'OU will find them together again before 
you tind him with me. 
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Doee 7l)Ur remark indicate that we should retrain 
from my efforts toward --

Oh no, I have had no personal enemies e1nce I 
have been here and aa tar ae I am concerned 
it Mr. Frank 'll'lllltl to •lk in here - I mean, 
Mr. Cohen - on a man to man baa1e and aak to 
eee me, I am willing to aee him alone, see. 

The reason I asked him the ~eat1on --

I am willing to aee him alone 1t he aaka to 
~ and eee me, bllt he hae got to aek to come 
and eee me , and it he doea , 1t 1a all r1~t . 
Doe a that anewer )'Our quntionT 

I think he will. 

The reaeon I aaked the queet1on ie that Saturday 
night I thought I would han Ben and Tom and Ed 
out tor dinner and I fortunately called Tom 
t1ret and he was out or town and that ended 1t. 

Oh no I have no reeling. Be acted outrageoual)'. 
The t~ct that he lost control or hblaelt doesn't 

--~ ot ca Isn' t that mat he 1st 
excuee a ~· ""• 

He is u. 
l d h .. wkt to be able 

When a man ie 44 years 0 ' e ~T·1t i a DO 

to control h1.Juelt on bua1nllla he d1d and I 
exClll•• tor a man to aot the way 
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~ no! t~lldng as Seoret&17 ot the Treasur:y 
- ·~· talking as Benr7 llorgentb&u Jr ' 

It ian t a question ot the ottice it'ia ~ 
question ot me, and that 1e what i add at 
the time, Wben a an hu reached that a 
i t 1a time that he got over being h:yate~~l. 

I think that he wUl do that , 

Well, he 1an't the kind ot peraon who should 
be charged with great reaponaib111ti ea , You 
can't true t a person like that, H1a ludglllent 
1a poor, 

Well, I han known b.1.m tor e1gbt :years, and I 
have neYer aeen b.1.m like that. 

I - aure :you hope 70u don 1 t aee b.1.m again like 
that. 

I hope I never see h1m like that again. 

That 1e 11'~ I asked Frank to tell h1m, send 
h tm the meaaage, instead of rou. 

It rou bAd a liked me, I wouldn 1 t have told h1m. 
I would have waited untU he calmed down. '!'hat 
1a wb1 I was sore at FN.nk and I think Frank 
1a the - I blaJM Frank tor the wbole thing, 1t 

70u are aak1ng • · 

Well, I haven't told :you people everything yet 
tba t I know, 11h7 FN.nk ia acting the wa:y be 
doea, but I told the Prea1dent, I told the 
President and I might as well tell rou t:'ellon. 
Salle time last a,_r Rules ouae to me and 
said, •I t:bougbt that JOU would like to know 
that JerT'f Frank a sked me oould I get h im a 
couple ot good clients. • D1d I ever tell :you 

thla' 

lfoo 

"Because he wants to get ou} en~• t ~: a mon•r· He has asked me •i~ :an. a ::1d •I 
ooup • ot good c l1ent8, ~·- • ' 
aa loold.Da tor a oouple tor .,._. 
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I told th1a to the Presi dent . The President 
knows everyth~ that I know, al'llll.ys, but 
he knowa this. Does that explain someth1ngf 

Sure, and that oheoke, too. Re-ber I told 
you what had happened now that Bill ~glas 
haa gone? 

I don't remember. 

He told me wanted to get out then and wanted 
me to go with him. 

Well, I told you that nlght you told me about 
Hanes' telephone conversation with you and 
you s aid you d1dn1t know where I stood and 
where tbe Presi dent stood. 

Frank, 1f thl s wae anything else, could have 
handled t his thing just as easily as possible. 
He hae t ried all the t i me to push me out in 
front. 

We knew that, but we didn ' t know ~y. It 1a 
abc, now. 

I don ' t think I have withheld an;rthlng else. 
This ia the last thing. Aa l ong as we are 
playlng truths --

It there 111 an;rth1ng that I have withheld, 
i t is i n there. · 

Doesn' t that again show you that Ben Cohen 1a 
leaa at tault , I mean by puah1ng Prank out 

I t Ben knew that - I don't know that the aoene 
ever would have occurred. 

I agree with tha~ · 

I dan' t know it be knew that or not' but I 
think one or the ~aaona Ben t~ r:re~;t 
peratelyth1to get JObeU oa~:s~~recopised tM 
bere 1D a •• 
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tlltll1t7 or wol1dq tbroqh the SBC with 
Jeraae at tbe head or lt. 

Well, JOU rewmber theJ told u that the 
Prendent sent a hurJ:OJ-up call on Wedneeda7 
IIOmlDSo 

Yea, and bad th• all OYer there. 

Yea. Well, I told him tbia about Frank. 

Sull1vana Well, apparentl)' he d1~ 1 t set vel")' tar 
with the •• 

B, ll. Jra Who! 

Sull1vana '1'be l'reeldeat. 
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H,II.Jra llo, but I ••an - the Pree1dent knew ever,.thl.ns 
that I knew. You • •• what I •ean, and he moat 
11kelJ sot to worl'flng the -7 I did. He m.oat 
11kelJ woke up ln the ID1ddle ot the night and 
aaid, •117 Ood, where doea thie leave .,. 

•Pole)' notitled Ooben tbat Hanea d11cueeed 
-tter with Seoretal")' at luncheon on Janu&rJ 11. 
Cohan told PoleJ tbat Iorrie bad aent oopJ ot 
h1a letter to Pl'allk to the Secretal")'. Pole)' 
gold COhea tbat bl bad nt>t llll&n the letter. 
ODhea euaaeated that the replJ to 'Iorrie ·etate 
tbat the SeDator'• 'fiewpolnt would be preeanted 
to the Court, and bt the Secretal")' doe• not 
recall HaDel talldDR to ~ about the ti'Uo8tee­
ab1p prior to J11Duai7 ll. PoleJ told Cohen 
that the Seoret&J:OJ wou14 be back 011 lloDdaJ 
(Pe~ li) and he would talk to h1a about 
the repl:)' on that date. 

-Pebrual")' 17, li.a, Pole7 received a handwritten 
note tro• Ben Cohen tosether with dratt or 
atat ... nt Cohen bad prepered tor Senator !Iorrie. 

•Pole)' tallte4 to tha seoret&l"J at luh'filla.• 

•ot at Waah.Ule oo the ith! 

Pole71 Tea. 
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Oh, rrr:r God, yea. 

Have you forgotten Nashville so soon? 

"Cohen called Foley from New York and 
asked Foley if ha had seen oopy of report 
of the trustee in the Reynol ds Investment 
Company, Incorporated, and Foley told him 
that he had not seen the report." 

What is Reynolds Investment? 

'nlat i s an Investment Trust that Banes was 
head of that was very severely criticized 
by the trustees for the way the people 1n 
the IIB!lagement had can1pulated i t for the 
compani es they were interested in. 

Was he the head of th1at 

He was Vice Prea1dant of it . 

Ia that the one Eddie Greenbaum 1e handling 
nowt 

I don't know. Tbe financing was all done 
by Smith Barnum. 

There is one that he was director or. 

I have got i.t, 1f you would like to look at 
i t , about ten pages censoring this. 

I would like to see it , 

"Cohen said Frank had seen Judge Leibell last 
Thursday and Judge felt honor bound to appoint 
Hanes ; Harriman and Myers were now out. Fol ey 
told Cohen former New York State Insurance 
Commissioner J&.~~~es A. Beha was now being men-

tioned." 

How did they get rid of Harriman and Myerst 

llyers ret'Uaed to accept it and Harriman, Jerr7 
ld u here he could d1squal1f7 on the 

~unf' he was • a ut1lit7 -snate 1n Boston md 
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wbea he told the Judp about that, the Judge 
probabl7 •id, .,..11, he ll obYlows11 not 
a dlalntereatad trwstee,• Jerome baanlt 
told me he had thia oonvar .. tlon. 

Jero11111 baa g1 van 70u nothing! 

lfothlng at all. 

111 hunch to be e1e to e,.a with Bob Jackson la 
better than I thougnt it waa. 

I I baven t aeen Jer01118 alnce the meeting here 
and I have onl1 ta.lked with hla Clllce. I talked 
with hill on lllouda7 to ~~ aura that I waanlt -
that if' he waa tJ>lng to lie• York to 1111 the 
Judge, I dldn 1 t want h1lll to real I wae not co­
operating. 

When I have lunch with Bob on Thurada71 1ou 
two gentlsmen eat with me, please. 

Wpole7 told Cohen former New York State Insurance 
Commiaaioner James 1 .. Beba waa now belng men­

tioned.• 

Be ia a terrible peraon. 

'!'bat -• on the ticker 7eaterda1• 

Beba 1s thumbs down. Be b a Jlazl, -for one 
thing. 

"Fole7 obtained OOP1 of' t h e Trwstee' II report 
o f' the Re,.nol da Inv ee tment C0111p&n7, IncorPQrat ed, 
from Ed Burke of' SEC. • 

I think b7 the t1ae th11 get throu6n Hanel llllgbt 

look good. 
low I can 11 tud1 tbat laat part. Here la the 
~8• lll&t do I need 1101'1 to atud,.t 

u.-ct ,.au Clll that! 11&7 I .. ,. 
Bd, •1 I "oN" aDd of'f' the record aDd to JOU 

:.~~ ~ JOU baYI bandled a "'1' :.ll'l"f 
4ltf1GG1t th1D& utreeel1 wU aDd 

de1J.&Jlte4• 
' 
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Thank you. 

I second the motion. 

I don ' t see how anybody could have handled 
it better and I appreciate particularly the 
difficulty of it. I realize that it was a 
close friendship of years atarxl.1ng. 

Well, it bothers me a eood deal, because they 
are all my friends and I don't like to see oy 
friends get that way. 
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fiell, nobody could have done a better job than 
you did. 

'!here 111 the excerpt from the Chandler Act 
which provides for a disinterested party. 

(Reading Sec. 156 of the Chandler Act) "Upon 
the approval of a petition, the judge shall , if 
the indebtedness of a debtor, liquidated as to 
amount and not contingent as to liability, 
i8 $250, 000 or over, appoint one or more trustees. 
Any trust ee appointed urxl.er th is chapter shall 
be disinterested and shall have the qua.l1ficat1ons 
prescribed in section 45 of this Act, except tha t 
the trustee need not reside or have his office 
wit.h1n the d111tr1ct . It such indebtedness 1a 
less than $250, 000, the judge may appoint one or 
more such trustees or he may continue the debtor 
in possession. In any case where a trustee is 
appointed the judge may, for the purposes speci­
fied in section 189 of thia Act , appoint as 
an additional trustee a person wbo is a director, 
officer, or employee of t he debtor." 

Here i8 the Utility Holding Company Act. It 
would authorize the SEC to accept. 

Let me jus t see i f I got this thing correct. 
Let me j ust go to school with it , see. As I 
understand this Bolding Provision Act - and I 
am a l i ttle bi t sketchy, I realize - but the 
thing I envisage 1e thiS, that when this thing 
went through the SEC waa given the r1gbt to 
take a Holding Company that had a pi ece of 
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utU1tT 1n W18cona1n aD1 mo12ler piece oYer 
in !Jew Yo141: aD1 another piece down 1n Georaia 
and take Uloae p1ecea aD1 rent tM. geo­
graphically. 

And alice ott the auper-atructure, 

But I -an, th8J can take Al8ociated Gae 

Integrated unit, an4 tb&J are wppoaed to llice 
ott tho euper-atructure, 

And take ott that aa wellt 

'Blat 111 right. 

In other worda 

'l'bat 1a the eo-called death sentence. 
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And tho death sentence part 11 a time 11m1t, 11n1 t 
it, or something like tbatt 

Well, they bad to come 1n and t'1le under that 
proVleion within a certain tS..e. 

'lbly gaYe an exteneiODt didn It they! 

Beoaueo tho conetitut1onalitJ ot it hadn't 
been dote:nzdned. 

But Ulo death eentonce 11 on the euper-etructure. 

Yea , theJ had to wbait plana within a certain 
time prorld1ng tor the integration into ett1-
cient operating unite and the elh•1nat1on ot' 
the 1111par-etructure. 

Am I correct, that ao tar the SEC hasn't done 
th1a oncet 

'l'bA t 1a r1Pt• 

Aa I right! 

Yea, tb1a 1a the guinea Pi&• 

• 
• 
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'fta t th8J ba ven' t done 1 t not bavlng done 1t -- once and that ~ 

'l'be7 bave got aCIIIIe plana, but they haven't 
done a dam thing. 
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H&ve all theee different companlee - ot them 
all, there 1en•t one ther have done ia that 
r~tT ' 

That 1a risnt. 

Aa I not rlgbt 1n eay1ng that bf not having 
done it they bave been negl1g1ble. 

Well, th8J haven't been very -

Call 1t by any naM that you want. Am I not 
turtber right that 1t they don't believe 1n it 
they ousnt to eay eo, ther o~t to do one of 
two thlnga, either they ought to go tbrousb 
with the thlng and eay, "We believe 1n it, we 
are going to carry out the apirit of Congreae," 
or, "We den 1 t believe in it and recol!DIIend that 
tbe thing be atricken ott the booka"T 

And aa a practical •tter, 1t they don't do 
1t 1n thi.a case, ther never will. 

Y011 aee, Corcoran and Cohen locked upon thia 
e1t1at1on, Mr. Secretary, in the aame llght 
that th8J ;Looked upon tbe 'tlbltney altuation 
in eo tar aa the Stock Exchange leg1alat1on 
1a concerned. '.l'he7 thousbt that it •• a 
break that would abow the aoUDdneaa of the 
legislation and the SEC juat Jllllffed the ball 
wbm they retuaed to accept it. 

When they retuaed to accept it, aren't they 
1n juat Anglo saxon being cowardly about 
faolng th1a th1ngT 

I th 1nk they are afraid ot 1 t, re•, alr. 

!low I jut t wan ted to ••e - 1t that 1a 8J 
'QIId:reten•" ng, thm thla 1a oartalnl7 one of 
the thing• that Mr. RDoaavelt baa wanted 
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e~er eince he wae Oo~e 
different tmn the be.Dkrnohorl4and 1t 1an

1 t an1 
1t' 1ng buelneae, 11 

Mo, except thle 11 an aocompllehed f t " 
never ePt anJllhere with th Bank ac • e 
a.n4 1n a 1111ch bigger degre: lllr ~ld1ng Act 

~!~ !n~~i18t~1ated'oaa'& B~;:~~· 
big utilitJ emp'irea rd Oaa & Electric, these 
the represent to Ben Cohen 

same thing that Oiann1n1 represent• to 
JOU. 

Bxactl)'. 

Except theJ have been l1v1ng with 1t longer, 

Then you aee, gentl-en, theJ have got thia 
thing off on the wrong toot. Now, the foot 
to get thla thing on - the only neraon that 
baa come out publ1clJ and eald, 'hi think the 
SBC 1• wrong," was me, 

You and Jackson. 

When' 

In court. 

11ot over hie elgna ture, 

No, hie representative did 1t. Fulton appeared 
before Lelbell at the a1111e tlme Bill appeared 
on our behalf and he urged on behalf of the 
Department or Juat1oe with Jackaon1 a approval --

The Prea1dent of the United Statea told me he 
didn •t want it. 

I think the Preeldent or the United Statea never 
genulnelJ telt confident 1n the SEC'• ab1lit)' 
to adm1D1ater thia thing, because he has l1atened 
to Jerome and he baa llatened to Leon. 

11:1 trouble hal been, knowing the Pre a ideo t dldn 
1 
t 

want tb1• thing, I mew he alao d1dn
1 

t want Ranee, 
and that - now I have got an ananr to thh 
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Sullivan a 

Foley a 

H. loi .Jrz 

Sullhana 

H, M,Jra 

- u-

'lllbole bul.Due. ~ 111114 1e t'Nih When I 
oome baak. I thlnli: thoe th1ng tor ua to do 
What I would like to do, 11 forget about ' 
Jobnn7 Hanea and. nel.")'bod7 alee and 3uat 
cut right aoroaa thh th1ng and. Jackson &nd 
I to prepare a 1181110ran4UII wh1ch we both atgn 
to the Preeldent, urgiq that on bebalt ot 
the Adminiatretion we ear publiolr, talking 
tor the Adaln1etret1on, tbat we addreaa a 
letter to Judge Leibell oYer Jackeon'e and 
my eignature aDd we want thoe SBC to bave it 
and state tbe reaeone WhJ• 
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Here 11 Why you hen to do aoaethlng more tban 
that. In no prooeedlng ·under tbia section 
or othel'Wiee ehell tbe Collllaaion be appol.Dted 
ae truetee or receiYer witbout lta expreae 
ooneent. How, the Prelident baa got to tell 
the to take it. 

ADd Jerey 1a going to come back at you, llr . 
Seoretary, and do what he bae been teying to 
do throughout the crop, that you knew all the 
time that they wouldn't take thh and that 
he informed you of that and you were 3uat 
trying to get out of a bad dtuat1on. 

That 1e a lie, 

I think it would clarif7 the Secretary'• poe1-
t1on 1t Prank did aay that and the secret&r'1 
ooul4 aa7 publicly that it 1e not true. 

That ie all right, that ia a lie. How, let'• 
a etep fUrth er from t he Pree1dent '• etand­

ro1nt. He 1e worried if a couple of theae 
COIIIIIIlelionere realgn. Now, Jerrr - I said t 
to Toa and I aaid to Ben, it heade have go 
to roll oYer there, let them roll now, ~cauae 
you are going to taoe thia eituation • 
.,nthe or a 7ear from now Wbmhathe t~;:;:: 
b Sn 1n the plan and 1t you ve go 

r g the Court and the SBC, and JOU 
tl'l&olteee and lit two to three 1n en1"'1 
han got taw SEC ep hoY in the name ot oo..on 
1uu that 00111 .. up, work this thing 
een" do JOU th1nk you can 
Ollt aDd keep taw C , .. icoeret 
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SullbaDI 

FoliJI 

B.M.Jra 

Fole71 

B. M.Jra 

Foley a 

H.K.Jra 

Pole71 

H.M.Jra 

Pole,. a 

u.• . .rr• 
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low, tell the aeoret&l'J about tb.1a cozrrena­
tian about red~. 

Lean 1e a -.ber ot the 'l'IBC and ll'adee baa 
bee repreeent1Da ue down there and he hee 
~d a convereatlon with Leon and Leon aa71 

Reall.J, do JOU th1nk tbatt• and all that 
1 

eort ot etutt, JOU know, and Worr11 1e on 
1t - e1tt1Da at tboee -•tlnp now, too, and 
be baa been tal!dna to Leon and Leon ha1 in­
dicated that he 1e terrlblJ unhappJ and he 1e 
thiDktng about ree1an'na. 

For wbatT 

Well, because he baa incurred the ani.modt7 
ot eo m&nJ people wboee op1n1one he respected, 
becau.ee ot ble action here. 

But JOU eee --

You eee, JOU and Bob Jackson and Bill Douglae 
and Ben and Tom all teel ver7, very etronglJ 
that the SEC ebould take thll. Gene Dutt1eld 
feels the eame W&J. I teel that W&J. lll 
ot u.e do. 

I - going to get Douglae tor lunch tomorrow. 
I want to get the people I have respect. tor. 

It Dougl.ae bad been on the Ooma1ae1on, ~. 
Secretar,., thle thing never W011ld have hap­
pened. 

I - trJ!ng to cut thill thing throUgh and get 
down and torget JohnDJ• Wbat JOU said here -
1Nppoe1ng JobnnJ get1 1t or Mr. Jones gets 
1 t tben tbiJ bring that plan silt JDOnthe trc. 
~. One either doll or doesn't beUe'Ve 1n 
th1e 1blngo I bel1en in this reorgan1sat1on 

buelnlllo 

It hal sot to be done. 

Wbether the Pree1dent cu.palpe now or tor 
h1etol'J, be Jlllgbt ~ch better come out and 

e&J, •x want th1•· 
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not sa 

Fole71 

H. M. Jra 

Klotz a 

B.M.Jrl 

Klotz a 

R.lo!.Jra 

Fole71 

'!hat go .. a ll the ftJ back. 

Ic:kea 1e with JOU, too. 

And eomebodJ haa SJOt the Preaident - thie 
thing I read ot betns .fudge and .furJ, tbla 
111 juet popPJcoclc. · 

'!hat was 'llhJ I wanted JOU to talk to the 
President before JOU went awa7. 

I did . 

I mean the d&J JOU lett, when this tnins 
came up. 

In the tiret place, llre. Klotz , i f an7bod7 
wae to get hJaterioa, it would have bean 
- . beins as ehoeked phJa1ca1ly ae I wae. 

What JOU are sayins now, Mr. Secretar,., I 
said to Ben and Tom that n i ght wben Ben 
had the hysterics and the night I had the 
dinner w1 th them, when I eaid, •x.et 1 11 get 
together and do IICIDething conetructive and 
let 1 a not surrender to our enemies here, " 
and that waa the night we decided to go tor 
the SBC and we instructed Th~ Hill to 
go up there and get up and shout. 

(Insert telephone conversation with Bill 
Douglas ) : 
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W1ll1tllll 0. 
Dougllllt Hello. 

HMJr: 8111' 

D: Hello, He11J7. 

Jn.!Jr: How are you' 

D: nne. 
JW.Jr: R1de 1em oovbo7l 

D: (Laughe) 

,.~20, 1~ 
3a1S P·•· 

HJ!Jr: I oan' t o:pen an:r rodeos although the:r wanted me to 
k1ee the rodeo queen and have m:r !>1oture taken but 
I refused to, and I ea1d get you out there and :rou'd 
do 1t . 

HJ.'Jr: 

D: 

!!l!Jr: 

D: 

HJ(Jr: 

D: 

!!l!Jr: 

D: 

l!I!Jr: 

D: 

Oh , eure. 

Sure, I • 11 J)1nch- h1 t tor you any t1me, Henry. 

Yell, they tried to have me open 1t up by k1se1ng 
and I sa1d I wouldn't do 1t. 

Did you haYe a good time' 

aweu. 
<h-and. 

sa:r, B111 ••• ••• 

Yeeh. 

llaNo 

• 

• 

• 

• 

• 

... 
• 
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HMJr: 

D: 

HMJr : 

D: 

m•Jr: 

D: 

Hli.Jr: 

D: 

f!!.!Jr: 

D: 

ID!Jr: 

D: 

!ll!Jr: 

• 

I 1 4 lUte to IJI) '0 Mhool WUb 7011, 

(Laup) 

I th1Dk I 111 all r1sbt on 1t but I'd Ute t so to 
eohool W1 tb ;,ou, 

I'd lo'ft to, Henry, 

Hello' 

I' 4 lo'ft to, Henry, 

Would you o011e onr here at one o • oloot .t0110rrowt 

F1ne. 

I'd appreo1ate 1t. 

I'll be onr there. 

Thank you, 

o. Jt. 

Ooo4b,.. 

• 

• 
• 

• 
• 

• • 
' .. 

• 

• 
• 

' 
• . . 

\ 
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Sul.l i ve.nr 

H.M. Jrr 

Schwarz : 

H. M. Jrr 

Sohwarz r 

H, L! . Jrr 

Sohwarzr 

H, Y. , Jr r 

Foley: 

- 45 -

I waa wonderina when you aaid •tomorrow" to 
Douglass whether you realized Jackson wasn't 
coming unt11 Thuraday, 

I think I had bett er have him alone, 

Wr. Secretary, there are two points I wcul.d 
like to mention, One man you mentioned was 
on the ticker yesterday , and Gibbons bas been 
active in h1B behalf, He was down here this 
week- end and yesterday Per lmeter of the AP 
came in, '!he United Prees carried the Beha 
story and Perlmeter came in and scoffed at. 
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it and said, ~e understand the President 
ravors Judge llack. What do you lmow about iU" 
I d1dn 1 t know anything. 

Well , I think we want to gat off favoring any­
body and get this down to - get the President 
straightened out an this th1na. 

It bas become principles , rather than per­
sonalities. 

And as long aa I am on the principle business , 
I am on firm ground. r.ben it comes down to 
wbo 1e going to get tbis piece of pie, i t ian' t 
a person' s name, but what be stands for and 
where we will be six months fran now men be 
brings 1n the plan and ei tber tha people be­
lieve that these top holding companies sboul.d 
be done away with or the:y do.n ' t. I beUeve in 
it. 

The Adm1niatrat1on 1a committed to it. 

But the President himself 1a - -

Well he 1a afraid of that Commission and be 
i s a i so a little afraid, I t hink, 0~ tr~1 ol1t1cal argument that might be aa e 8 

pt 11 that this is 1nvaaion or private enter-
a t the ooven111ent but that 

prise on the part o ' 1nt a 
i s silly' because every t~alft; ~~po the 

tCorus:e~et~! ~~~~;~~ents the public 
ur do i t w1 tb a Comm1ss1on or 

and whether :you 
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H.¥.J'ra 

K1ot11 

H.¥.J'ra 

Jr:lot11 

-te-

'JfiQ ~ 1t W1Ul a date ot ~. tl'UteN it 
t. .... - thlDc· • 

~~e aolDc to besln to orawl 1D the eighth 

We ne'fer baye. 

Ie ..,•I'Jbo4:r bapp:rt 

S\1Hq. 
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SulliYaDI Ab80lutel.:r. Om :rou get hold ot h1a 4owD t:a.Nt 

H.lii.J'ra 

Sull1'faDI 

H.X.J'ra 

Fole:ra 

Sull1'faDI 

Pole:ra 

B.¥.h'l 

a ••• .Tl', 

.wbot 

'fM Preddent. 

Be ie nppoeed to be t.ok b:r the 29th. 

Bllt I dOD't th1Dk1 llr. S.oreter:r, that the 
.Tulip 18 plq' to walt. Once the J'udge umounoee 
hie elate 1a writ1Da to the SBC, then the oDl:r 
taDotion the SBC oen pertor. attar tbat 1• to 
so to oourt and ..oioe ita objeotion. 

IDoelt •- dos. 
!M .JIIdAe •:r 8&7 - SBC •:r M7, ... han cheDce4 
ov ldnd and DOW we think rather thaD take uq 
ot t.be ee tellon the t • 111D'1114 Ntbllr take 1t 
oureelYee,• and the .Jiadae •:r M7o ... u, I •" 
1011 an opportunl t:r and :rou 1Dtorae4 .e 1D wr1t1Da 
that :rou didn't want 1t, b:r a ..ote ot • to 1. 
-.ow, I - eorr:r, but I haW ada c~tMDte 
IUI4 I 081l't go beelt 011.., 0018111taente.• 

.. 11, I oa•t - I dOD't wmt to IIO'fe until I 
• .,. HC .Jaokeon. 

TOll aN dolq tbe right thiDa• You -&N •••1111 
t.JM t;tto ... t iJIIIOrt&Dt people 1D toWD at the 
pi'MCt tS.o 

... , s.. ~·· 

• • 
• 
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Sull1ftlll 

H.M.Jra 

Sullivan a 

B. W.Jra 

Sullivma 

H. M.Jra 

Sullivan a 

B. U. Jr1 

Pole71 

B. Jo!.Jra 

notal 

-. ., -
117 auageation •• going to ba thiaa Would 
it be poeaible, atter J'OU m..,e aeen Jacltaon 
and Juatioe Douglas, it Jour ~oint opinion 
ia t21e aame aa JOU ha"fe ~uat announced, with 
a pouible oo.nmique trom the Preeident --

I have a code that onl7 the Pruident and I 
have, nobodJ elae baa it. I ha"fe a apeoial 
code tor him. It doesn't go through the 
White Bouee or an7bod7. 
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'l'he ol:ll7 thing that 1e neoenar,., 1n that event, 
ie, 1!' he can get word to Leibell to take no 
action, to amounce no alate untU atter be 
baa retumed. 

The ftJ to do it, it JOU don't llind, is through 
Wagner. 

Yea 9 however 1t is done, but I think -

It the Preaident tells me to eee Wagner and 
hold ott, I will aee him and he will take 
'llq word. 

The thing I waa t17ing to get acrose to JOU 
ia that it ian •t going to do anJ good af ter 
Leibell announces h11 alate. It JOU can get 
word to him to hold ott on that --

All right, no'lr 'llbat ia the SBC going to do when 
the7 aunounce Haneat Are theJ going to be 
objeotingt 

I don't think the7 will. 

ot oourae not. Bv.t 'Where these tallows got ott 
on the 'IITOOS toot a•rt aa the7 are, the,. got 
on peraonal1i1tiea1~~~·~~t~1n~!~~:!n~1~~{ !mew •• we 81 Wba t th llhould ta •• 
want the SBC to tak_! it. the Preai:!'n:t 1n1tead dooe 1a gone to wo.-.. on 
ot on •· 
D14n' t the7 tr,.' lb-. Po leTt 

I th1zlk th-r went to work on enr,.bod7• 
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B, lo! , Jr1 

Klotu 

B. !I! . Jrl 

Foley1 

H, ll. , Jrl 

Foley: 

B. l.! ,Jra 

FoleJI 

B. ll. Jra 

FOleJI 

- 48 -

Well, they weren ' t eucoeeetul, 

'l'ha t 1e true. 
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And aa l ong &II you are on prlnciple11, you 
are eafe, but when you get down to personalities , 
and eo forth and eo on, it ie very difficult. 
I mean, if lia.ne11 walked 1n to1110rrow and he ea1d, 
-what objection have JOU got to me, ae a man?" 
"I have got none to you," "Well, how do you 
feel about itt" "Well, why dcm't you aek met" 
He oould eay, "If the President ball doubts, 
why doesn't he aek me where I etand? Bow doe11 
he know I am not jua t ae much for th1e thing 
ae 8.IQ'body eleet" '!hey dcm' t know. They don ' t 
like him, but they don't know, hybe Hanes 
1e just ae much for th1e thing as I am. Well , 
you don't lmow. 

Well, I mean, Kr. Secretary -­

I mean from hh standpoint. 

I have go t a good i dea, You don 1 t f1nd those 
things out by asking a fellow. 

I am Johnny Banee. I have got a perfect right 
to eay to the Pree1dent of the United States , 
"How do you know that I am not juat ae much 
for tb1e - 'llhate~er you call it --• Tlbat do 
you call itt 

Holding Company Act. 

• that I am not jua t as much for thh thing 
.; ' B;.n Cohen 18?" I mean, he hae got a right 
to a that because - all that has happened -
"Mr. he111d~nt, eveeybody 1a aga1n:t m~ ~\ 
nobod baa &liked me where I stood, an e II 

perfe~tly within h~e ~~~t~~ ~~owiW:~~ 
::e:~;:d ~~the ~tereete are for him, who 
are the 1ntereetat 

Banell 111 concemed, asking 
I reel, as rar~s is a little bit like aek1ng 
b1m how be at h •ia for capital p.m111hlllent. 
a JINl"terer it e 
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lJ , Jr: . Jr: 

Foley: 

H. L! . Jr: 

Foley : 

R. M.Jr: 

Sull i van: 

H. M. Jr : 

Kl otz: 

B. ll . Jr : 

SchY~arz : 

Sullivan: 

H. !o' . Jr: 

- 49 -

Wa i t a minute, Hanes has committed no murder. 

No, but he has been a part, Mr. Secretary of 
the ring that has financed these big utilhiell 
and h e has used these boldine companies - -

All r i ght. 

•• • • for his own advantage . 

But I am Mr. Hanes. "I hit the eawdust trail. 
I got religion. I got r~tney on the Stock 
Rxclulnge . I came down, llr. Presi dent, and 
helped you with the SEC . I was a VIall stree t 
representative and you wel cooed me wi th open 
arms. You took me into the Treasury." 

"And kissed me goodbye . " 
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"And kissed me goodbye. Now, never mind, i f 
you are willing t o take Mr. Ea t on, Mr. President, 
whose recot•d i sn ' t one- tenth as good as mine , 
why, after having been down here and served 
you and having this beautiful letter from you, 
wha t right bave you got to beli eve that I d1dn 1 t 
get religion?" 

That is right , no a rgument . 
• 

Senator Norris says, "Like Ceasar ' s wire, you 
have got to be above suspici on ." 

Ceasar ' s wife never was good enough for me. 

That was a fast one . 

I thillk tba t probably sane of the boys i n the 
commi ss ion Y~ere swell when everything was 
hotsy- totsy, but can' t stand up and take it . 

Now lis•en JOhn, look here, when you get all 
" ' d d e • when Bill Douglas was 

~~=d ~~ ~d I0~tood shoulder to shoulder on 
this Bamc of Ameri ca thing and since he has 
been out, what cooperation have I gotf 
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Sullivans 

.ll,K. Jrs 

Foley a 

not& I 

Foley a 

- 50-

Would Kr. Jerome ~. wbm I &eked hill to 
t•• Boo lea out m4 haYe a talk w1. th hill would 
he 4o itt lfo, he .... buay. Row, when it gete 
down to S01n8 a.rter the 01annSnh or the Anen­
berga, or the fellow 1n Iauu City, Pmdergaat, 
or the Jluok7 JohDaou 1n Atlantic C1ty - the 
onl.7 bis caaea that haYe been won here are caaee 
that have been •de 1n the TreaiiUr)', whether it 
ia important people, riCh, or with influence, 
The PJ-elident can 1 t point to any other cuee, 
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We lw. ve gotten a lot o.r fl7-by-nighta, but when 
it ia an illlportant caae and it 1a a question 
o.r etandins up, with the exception o.r the Treasury 
crowd, he hasn't got anybody tbat will aee him 
througb. 

'l!lat 1e mat I eaid, the7 can't take it. 

You are right, baoauae everybody alae ia thinking 
of hbleelt. And the only CU'Owd the Preaident 
oan bank on ia the Treaaul'J orowd and t hat 1e 
wllJ Ben Cohen ousht to get on hie banda and lmeea 
.t'l'all the door and -lk oYer here and kiae Jllf 
teet. 

That 11 wtq I .reel eo b&dl7, becawse you two --

, •• ,are really together. 

are 1n thie a1 tuation that we t1nd here, be­
;,;.;;_ I .reel that Ben and Tom Yei'J detiDitel~"~"t 
belo in that oateeoi'J• I think they ban .._ 
and ~ed tor the th1nga they bel1ne in. I th~ 
that theJ tougbt thia bill through Congthreaa ~~ 

""'t it through the oourta and ey,. 
the'f toUoo• Tbe have dretted it, They lobbied 
it at1dc. 7 ed tor it 1n the coorta and 
tor it and they i~gu. ""1nat the aoat b1~-pr1ced 
they ada it at ao-States and agatwst ~ 
coUDSel in the UD1 ted t baa 1nr appeared 
.a at hiaJl-prioed lob~ t1Dd thQaelYN th-ned 
on tba Bill and heire tha{ baa DO leadership what­
by a "* C 

188 on not onlJ can't dellnr 
aoenr. Jere.• Prank he can't deli'111r bia 
tlW •JorltJ oYer the;i;.. baoauae he doesn't 
own 90t. b&lf ot the 
JaloW 'llbaN be 8 taDdao 
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Foleyt 

B, U,Jr t 

Foleyt 

Foleyt 

H,M,Jl'l 

- &1 -

~~ waa a aeature uaed at 11f bouse. Be aa1d, 
•I .. like thh (waving hand). • 
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The CoDmiaa1on hae had two aood Cbail'lllen and it 
baa had two rotten Cha1~n in the aenae that 
the votes oould be delivered tor the th1nge 
that the Col!l!liuion stood tor. Joe Kennedy 
and 8111 Doualae were good Chai~n. When they 
were there they could deliver their votes. I 
don 1 t care Whether you believe in what they 
bel1ewe 1n or not , but they delivered their 
votes. J1a LAndis couldn't do 1t and neither 
could Jerry. 

Well, we will all keep quiet now, Where 1a 
the letter that I wrote to yout 

The letter Norrie wrote to you 1a under there, 

Bd, you are ewell, 

Well, I am glad you and I d1dn 1t argue. 

Oh no, you are ewell. We will call it a day, 

• 

• 

• 
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(COPYtOoti!B) 

Jo, 54 Air Mail 

n. lloDOrable 

Sirt 

!he Secret&rJ' ot State, 

•ah1Detoa. 

I baTe the hoDOr t o rater to rq deG)&tch ao, 35 ot J-.-r'7 
3, 1911c>, 1D reprd to the craut1t7 ot cerco traaaHtel. to Cb1a 
rta Ill4o~ dw1JIC the Math <1l Dec011ber, 1939, lilld to .uhait 
the tollowin& 1ator.e.Uon 1a reprd to the q11A1lt1t7 of cergo 
trall8 i tted dar1DC the Mnth ot Je.DUarJ, 19~. 

-'• a renlt ot the boab1DC of the I ll4ochi-..l'lma&ll Bail-., 
ill the aarl7 part ot the 80nth, which 41 U'1111hd tbro~ tratt1o, 
the total nl- carried b7 the rail-., ill Jarro/jZ"f •• olll7 a 
traction ot that carried dar1DC the preTioua aonth, a total ot 
about 5, 250 toaa AI -.aat approx1Mtel7 lS thouaad tou. ot 
t hi a -ut, olll7 abolli 2, 6oO tou oea be detinitelJ allocatel. to 
traaett co-rcW oarco, i . e., cerco ahlpped troa lla1phoJlC to 
l=•' ns. !he r-illUr 1a 11114eratoo4 to han ben 41dded betwo 
aerrtce ueda (coal, eonatnctiOD •teriala, •t cetera) aDd ahip­
••nh !roa Sat con aa4 1nUraa41ate atatioDa, chietlJ DOn-..r 
eaallltiale, · 

Ot the truaii oarp, po11ibl7 Ill per cnt repr .. enh 
peolille aD4 patrole• produch, UDder Chin .. • Oonr...,.nt coD­
trach, The report a ot t he Tarioua oil c011p&11i .. abo• olllT ebo..t 
ona-balt ot thh -llllt ae be1DC ahippad cluriDC Jaa.rT • bolt the 
41acrepucJ 1a -lllltad tor b7 larse ahiponh 1e the cloalliC ~· 
ot llac•ber, which _.. 1 tr&ll4ad 1e Ohie .. e territorr b7 the bOIIUJICI• 

Ae pre41chd, the widelr-di•cuuel. CeobaliC read tailed to carrT 
&ll7 appreciable __ , ot carp, prohabl7 not eJIIH4iDC a»-~ tODa, 

ot which tba craater }~art -· paolli•. !o ... -·. the road -· 
onlJ open !fir trat!1o a ooaparatinlT abort period. 

DuriDC the -tll 11114er rm••• acUnte4 "117 tba vpat reqllire­

Mnh of tha Ollinee• ao...-t, little dee llv.t Chiee•• aonr-t 

289 

Regraded Uclassified



M!'i't'ale of oarco at BaipboJic 4v1Ac J-.--q proba\17 •m••W 
lhit-enh t o Ohia, 'bat olll7 'by a Yfi~T ..U _,, fM '"" llrUhb 
nancaUon OOIIJI&Ilill oal.Uac replar17 a\ BaiphoiiC are 11114cetoo4 h 
haft 4ieobarp4 approll1ate17 1,11)0 toae of carp tor Chi•, all ot»r 
col!pNli.. ( 1Jicl114bc .a.-1oaa ftooale) 4hcbarctac ~t 1 t~ 
tone. !U •Jor par\ of ihia _.p OOillhh4 of paollu u4 petrol.-. 
produoh, tollowcl ~ •eial ill 'bare. 

Oon41 Uona at Baipboac re..tllld appro:D.aiel.T •• 4ar1Ac the 
prerloua .ontb, emepi tbat the oneet ot U.. toe u4 ahi eeaeon 
preoo.ce4 a tutber 41ter1o:raUon of -b of U.. carp etorl4 1a the opea. 
Jon-Obialll o-taion oolltilmold to 'be peuillieilo ae to U.. poeoibillty 
of clearlac t he COJICIIiion of oarco at that pon· liT pr11et aftilallll 
trueportaUon -•· 

llupeottnll.T TOur'•, 

J'or the Collftl at ~&SaoD. 

OIIAJlLU s. IIID II, 
.Perioan Oonnl. 

Ia 4Dplloa\l to ~ ~\Mnt (~ liT &U all) 
Copill to Sllllau7, Clm~~Ck1llC u4 Plipi~ Slren 1 
Copi11 to Oouulaha Oeural, RoackoiiC &ba 
Copi11 t o Ooneul&tu, buill& u4 Saipn 

CSiliOG' 

• 
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11AilU '7 l.4o 194() 

-a- ?93 

me 
a\ * IMret&lf'• •- a\ ~ P,l,' ... ti.­
•••M &,I, • I. 111 t•Uoa. hull a taW --. 
"""-' W •Utle4 b1a \ba\ laMe - ..,, te 
~ .,,llaw. rru~t M1d *' "- uc ''' -.\ 
_, \lao V..\aNbip ..S wolll.d do 110\I\Uif te 
Met 1\ ft\ _,. \AU -.tn _, .. ,..u .. ,_ 
... , • Cotan \11&\ 1\ .. ..,. .. '"''"· 

n. horat&rJ nuuw Jllodp l ola a ....... 
..... 1,11 ra.u, "'-w .. owon.J.t;J w .au 
u. •• - •1\11 \II& •~u..-. lotbi .. -
f111&1.11 N\U ., •• \o -• or pneedtan, 

l l.lllhan, W.allal aod !"-n Hlll .. , wUil r~ 
a\ bia ap&rt:Mo\ at )100 P,ll , 11111 ... lean._ 
at 4 P,l, tor .. l_, In torl< to &\taM \lie ~ 
1q oa Ule appolat.aat or a t.naatee ow Jaaaq 1,, 
.. •• tu\n~eW w aaai at 81C la "'1'7 .., a 
Mk1q applloa\loa \0 \ be Oovt for \lie .-..l ot 
\he oua r... \lw llon lMn> Diat.rh\ \o \lie 
Soa\bua Dtat.rlot ot a .. York, llU - 1ato,... 
\Ita\ \he appt)l a t.aent ot lluea ,.., u\ f190rel "J 
\M u.dalatn \ioa, but .. .,, told aot \0 •1111"' 
Ut7 lla:>ll to t he c~urt ror t.riii\Mo 

1i .,., n raaged tim\ Hill w.>llld eall Fole7 r... 
lll.otae the un 110n>i"i bet o,.. I PJIMI'I'- la 
Collri. 

relay \ol d tuu , attar a:-ts 'II \o tile '""t&I'J I 
at 'hJO -u .. , c.t !rMa11r1 lid dMi def ..,, te 
....... t lfiT -· \0 \be CJID't. 

,l\ t lw ,.er• tal'7' a preac oollf• ,..-· ro!4' 
..... red q•aUou b rec~ nl \o 1.,0, a I, ,_ 
•h•• r• hlp, 

Jolla 1. Crider or tile liD toa !lUI aalr., U. 
....... tal'7 it lie Ml t or a.-. !lw laoret.&I'J 
nplie4 \ll&t 11e nlllf lie dallptef 1f ac wo..U 

.. ,.. U \lla !r~Ytleo 

,...._. llll tale~ \Ita\ ,...,. ..,_, W -.\ 

Ju-.rr 2) aa U. dota ·- lie will lliU ollll 
uc-\ 1a 11\lea, . .. Jaft • ,...._,,, 
.,.u .. u. \0 - tile .... \o \be ...... 
Dtavld of lea Jan, 
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=-~-==.-:a'::;::::::;!.. .. 
lrlU.It a.n.- "'"'"' ..... z-.. ..,_, ,,,. • u. • ..._ -.ua '~~~ '-O & 
- fJW \M lert' • te \1111 loa.n Dbut.t et ... , .... 

~- •· Aller. t- O..m o.-1 er .. _. 
- • ._ \M ftN If '-111Ml- AU,_, a Dn;., 
Wt~Fhul hw ... terti ... 1~w u. ., 111._ 

_, et •www ... (ti,...wr or c-.. .... )!. 
V.tee. le uJ,~ w rra~~~~ .-.. Ida. 

~ a\\1 .... IOet••- 1\ Ai.\lnet O...nl 
laell-11 ot l lM aa '-0• • 1. !lien Mn pn-\ 
c.a.., eo ........ rr.u, lea- ... l olq. " 
WI eaat'~ 1t .. IQC&eiW \Ia\ \M t.u-
1111 lie peuual \o llldp l.eiMU u U..i.NI 
.. JM\ \1 \lie .,.,I'Oftl of S..n\817 ..,.._\aMI 
(1) '- eo ...... , (2) ludolpll PMlJ .. ()) '-11 
•>., • . 
Nat •• \lie 1111'1\ar"J' at \Ill l dwr•• ..,_ _. 
e'll\111114 appJ'OYil of \11 ... -•· 

Net wo .... , .. eo ........ bt i.lles-M• '~~~' u. 
... ,.\ll't w u.. .... u. prop01 .. -· eo ....... 
.-.. l'o1q 1t \M ...... i.e~ wo..U 10 \o 'Ill\ fll' *' ... lolat l"'plled \1111\ \1111 fi'IIIW7 ...,_ 
w\lft w.U lq 1a 0,.. eolri U.\ \M 11'111., 
-w TO. Coi'Mru pNricl .. 111.1 - ... tlrw\ 
~-\Ill b)' \!II rwpiiMDWUft Df UO. 

1- a • .a.uq wllp' d •cala aad .. iato,... "' 
raltO' \1111\ ...,.lli .. loN ... ..,, ._,wllll ..__ 
of bh Cllu• BIIDk -\loa. 

.. u 1110\11. 1"1 Df \1111 .,.._..._, of I•UM, .._ 11M 

._ _, \o ... loft "' , .... " ....... 

._. ......... 1a near' \o u. .,.U._\ et '-
Conona for A. o. 6 &. WU lolat, • = tJI 
"- a\ l•e'llau, \Ita\ ._._ .,._., ... I •• 
,...... "- "' whp\11 r.. ... Jed ""' ,._ w..u ,...,. ..... ..,.U\ ..... .,.... ... 

..--. 

.. a. .... ru ...._.. fo1at to ull \M ....,.._., • 

..u .t.\teftlll O...nl lath 11 a\ \1a .......... 

.... Uti ...... ._., un..... ..... n.tl, NU-
_, ru., ..... ,_, ftUe \\1 ••• ,..., ~ 

"I•Z •• 
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fiiii'IIIPJ •• lNO 

• I • 

op p 
After ~la \~opi!Gao -ft'M\lon, U waa 4Mlh4 nat 
tllo tr_., npreemh\ln ••14 req,, .. , 111010 LolWl 
\o oppola\ .. •• •• llool'lac la ... tort '-"""· 

C..m ••o4 hlor \o _,.P o\ llh ottteo oa lllo .. .., 11oM, 

roa, \oU hul< oa ~· \~oplleao til&\ ll&a troa..., ...u 
ut •• lwlao to .. pola\ ••• oa4 hoek 1&14 \llat .... 
Mo;t 'llltll ll1a oltl&ollp llo 414a't - •r \lao tnoe~a~ 
•wla•t • 1a ... - .._ '' - .. 81 110, ._. •• 
ftJI'Mm\o4 \o ll&o Cowrt tllo\ h - .... phUo to 
tao Aalala\raUoa, 

'I'M hont&J'7 roq•atl4 lolor \o '" llla o\ lil a 11..,.., 
'Mtoro lle Mw Be Colle, tllo ... "'"1'7 \ol4 J'olor of 
Aa••' ooaYorM\loa 1a *loll a. .. u ltl4 \bo a.ero\&J'7 
to ... onol.a. \he Pno14mt' • 0\\1\llto ad \o .,.at to 
lol.,, 

r.1., •• 41-r nn t• coroo.._, uu1.., Colla 
* o \ ol4 folor tll a\ 1\ woo o llinuo to lion laJoo\14 
Corooru'•- la\o tbo a\hr, &4 ~·• \bolr oa.q 
111\ft'Oo\ woo \ o ·llloolr. Baoa u4 ob\ala ll&o oppola-\ 
or \I'U\- la .,_,.,.., •Ub \ba Jlllrpou ot \ba Bol41ac 
O..por ..,, 

roar J.u\IPU\14 tlavaa Bill \o roquaat ll&a Oollr\ to 
qpolll\ IE o\ •• lleuiq 111 x .. Tort 1a ll&a 110a1ac. 

hle7 ... ~~ *ll'o ll&o 1""'"1'7 \~1<14 to w. I, 
.,..... .,. ... MJ.4 tu• ~w •• ~o ... '"''' "' z••• LotMll 
\o ,...,, u \Nat" wl\ll B.ol'l'lua o4 Buu o\ a MlU7 
ot teo,ooo oooll llol\ 41411'' mow ..._\Mr "- .,u.\.4 '"'"' 
He _,14 to 1-' s .. ntU7' • o4rt... &eorat•I'J tol4 
Ilia II• •• ao\ tor llla, IN\ •• tor SIC. II;J'•n \ol4 
\lilo loore\ai'J \ lla\ ~w Wlll ora\oo4 uol .. ad rooo-=•14 
11111 \o IIUtor wac-or •• t oper llo4 aoll ad lila uaiac 
~a\ M .. oop\o 

.t.\ \llo a.entUT' • roq,..ot, ro1or \old Cor•or= o4 Collm 
ot \lila hentU7' • ooll'foraotlloo wtn II;J'on. 

baa m lllll utoral4 foler 111r \olapllaoo h!oa 1 .. Ton 
til&\ 1 .... Lolboll doolW to .. U a \ IIC . 00&14 aotUr 
11111 1a 111'1\lac 'IIIM\IIor or aot 1\ ••14 aaoop\ appola\llla\ 
u ,._, .. 1 1t .. '"1414 ao\ to •-p\ 0 ,_.., LolMll 
•ol4 ao\11'7 \lie nc la muac ot •• ,..,.,_ II• p.ropoel4 
\o qpolat, u.4 11•• •• ul4l .. u opportual\r to PF" ... 
ollJoe\loao a\ • lloarlD.C \0 llo llol4 oa IUOiil I, 
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fto poYhl• ot t~o Ml&o VtUltr lleldlac c._, Aet, 

aathrialac .... ._ u ~, .. ,... • ..patOftt llelolaol -,..,, 

1a .. r.u-a 

•a... U (t). Ia OIQ' P ....... i&,. &a o -" et \llo O.Uod 

ltdH, wllot~or ...... \ U• - •t• er o\la-oo, &a tolt !•lt o 

roo01 u r or ,,..._ le oppe10h4 tor ~ r o._t nor t MU ac 

0 011.-0IQ', ... ~ .... , .. ..,.. ; .., t~~enot, ·~· _....,­

oUnto _. or po1at t~o a-!Ht• •• oolo ,,.., .. er roool•u, 

•IIJM\ .. t~o tireo\1•• • 4 0,.._, et •• ....-, ... tlo.or or 

aot a tnotoe or roooher ollaU tiiOft\otor. ~·• .._ 01fAlat .. , 

... &a .., ... c~ , roo..ua, \lao own Moll .. , o J>Oiat .., 

,.~ onor \Mil ,.,. Oos...lut• u tnetoo or _,..,. wlt-• 

DOUf'Jta., Uo Oo:..ahoi OD • 4 &1Ylll& U U oppert .. l" to llo 

.,...., lletoro _.,.. .., .... •r,.aa-•. 1a .. pn••••aa. 
u clw \lli o ooou• ~ o•OI'wl•• alloll no c-t .. toa h • :n>olat .. 

u t:ft'l\ee v -.&Yer Ylt._t Uo -.;rooa - •••· Ia .., euell 

proo ... ta.. o rowe hotl• ploD tor o ..._tat t ro4 beltlll& - .., 

or .., ...,.lifrt ·~ ._, .... u Mt ..._. ottoo\ln 

alan • • • ...U u•• .._ opproY .. 111 no o-la•!• anor 

opJOI'Walt)' t ulll'lllc prlor \o lh n'-1 .. 1011 ~no ooort. 

~wttlle-41ac ~ otller ,....n11011 or loa, _, "'ell roorpal­

U• ploo .., 11o , ...,.,. ... ta tu ttrat &aotooco 'T tu e-tuloa, 

OP •liJ .. t to -~ raloo • 11 repl~Uooe u tu a-~ .. toa MJ 

•- an IIU'!7 er oppN,noto &a tllo pell. to la\u at or tor tllo 

9N\M\I• et &aYOO .. ro, llr .., , .,._ u•llll o ••• n 4o u .. roo,, 

( oo dotla .. -, •~• Nloo • d Pll!lllu ... ot tile Coal .. tool 1A 

till roo._.al•ottoo. fte 0 tao\oo ..,, _,. ••• 1"11101 M d ..­

lou ... er new u u .., ._ •-oert or ·~propriot• ta •• 

,.~auo &a\--* er tor t~to potoottoo ot tan ... re or ••••-· 

~" t~~et .., .,. .u ,_, ...-•••• ud -•rouoa, \o 

rtnnonr ,ud, 10 r oottoo Yltll.., roo..-tuuoo, dloool.-

u .. , llqal4oU•, w-u.,..,, or rooel..,.•II! P or • .-.Aotorot 

MlU.. ••f""'7 ... ...,.,.uorr -poar *"""'. 1a ~ •• ,..... 

oeedtaao Moll 11o •IIJM\ to oyproftl "J no c-tootoo. 
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JR Q, 11 

Stcretar~ of State , 

Ylas!lington. 

425, February 20. 

PLAIN 

London 

Dated February 20, 1940 

Rtcld 1:50 p .m. 

FOR TR~ASURY FROM BUTTER~ORTH. 

ThE 8r1tillh Trtasury is thoroUilhly 11ltasrd at the 

the rEaction t o Uu TrEasury VESting ordEr , particularly 

thE way in which thE Ntw Yorlc stock markEt bEhaved . It 

fEElS that thE fortuitous rnomcnt was hit upon whEn thE 

303 

NEw York r.tarlcEt hD.d cEascd discounting thE wintEr r cctssion 

of businEss activity in thE UnitEd Statts . In this 

connEction I might mEntion that SEVEral of thE AmErican 

bankErS rutd brokErS h£rC: SEE'll to haVE thE imprESSion that 

blocks of thE vested shares must have bEtn previously 

sold privatEly to Amtricnn i nvEstment trusts or insurance 

companics . If this unfounded assumption is widEsprEcd, 

whtn it is dissipated therE may be som~ furthEr rEaction. 

Both British Equities and British GovErnment 

sEcur i tiEs wErE strong today. 

KLP 
JOIJNSON 
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Pur~' ~ 1f/1IIZ requea,, I • a"aohiq a olaraDolOCJ ae ncta Mv-

1ng upon 'be appo1A'-•' of \Nihol tllr J., 0, a •· 'IIIUoh reproaonta ., liNt 

r eoolleoUOD ot ~ wm• OODOomlq 'llll10h I baTe 1loc 1Dfol'!Md or 1D .ta1oll 

I ban 11- 41root~ 1Awl'N4. 

Aa1Uo&q I lilaTO aot ..._ alllo ~ ocwor oc.plohlJ n~hiq 'ba' 

toot plaoo, lnd 1f \1181'0 112'0 am.u10Do \bOJ aro troa 1Dahoncoo or 1pol'SMo 

I ban d\lllql\o4 h pTe u aoourau J"DDhl nor, of OTel')'\l11DS ~ tDow .troa 

t he Uao the •"er t1:rft o•o Q• 

bf-oo ~ ~o ooCNJ'l'Oilooa aro quito 'brief, BCIII'nar, I aball 'be 

glo4 t o olUNa\o 011 \!Ia 1f JOil wUho 

Aloo I • _., •• ,.1 a ~ron troa no Bol41111 COIIP"'lJ An .ta1oll 

oont lli na tho -~'7 ot •o a.1 ~ an u aola tNatoo tor • utWtJ 

hol41q oo~ 1a a p:roou'tq ill. 'boU1'1lP'OJ • 

• 
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CIIROBOLOGY ~ JtUi8 L1A11DI110 UP '1'0 TD APPODII'IIIft 

OJ' flitbtDS Jill A, G. 6 J, 

Dec idler 22 , 19:19 

1 en 111117 •, 19.0 

1enuary !5, 19.0 

1anuary 8 , 19.0 

1anuary 10, 1940 

1enuary 11, 19.0 

lleDea rea1p..S. 

Seo~al'J' a l uaolleoa tflr Banea, 

J'ol.,- had 41Dnar w1 til tile Secr.Ral'J wbo 
-UOiled tor t1rn u .. tbat llallea waa 
iJzhrened ill A. o. & 1. 

1aolra:>n ~ DiDner. roar sat next to CorooJ'IIIl co 
..,..1oued llaMa' illt~n ill .t.. o. & 1. 

TOlmzt"17 pet1 Uoa ill ballkruptc7 tiled b7 
A. G. & I. Co. , &d .t.. G. & :1. Corp. , ill 
11, S. Dtnr1rl C~ tor tile Bortbem D1atr1c t 
ot Raw Tflrk. 

Seoretal'J had l'llllcheoa wUh Hallea •n o uted 
the Seorahr)' 1t he bed fJ:rrt objarl101l to 11.111 
ael"f"11l& e.a trv.at" 1t appotmed 'b7 t he Court. 

J'oler apob to w-.cbel ed Tburu.ll Bill 
(~ee.surr la~~~reral ill recard to appoilltMilt 
ot t:ruat ... 

1•~ !'rlmlc called at l.J,o.22 A.ll., to aq that 
JUaa Lelalld had OOil'f.,.d tord t roa the Preatdet 
last nenill& tila t be 41d aot 'I!Ut a-a to 
be appoillted trustee. J'raalt said that 810 
oould be appoillt ad under Boldill& Coa])UJ Aot , 
but thoU&IIt U 'IIOuld be a lliatake tor tala to 
aeelc tt. ••••er, ha tbougllt it 'IIOuld be e 
4J.ttarct a thation it tile Court aakad tile 

BE to •-· 
J'rck ...U.d ecatn to aq that be bed uotller 
• ..._. troa .IUaa L411&d c4 that tile Prea14-' 
WIRed l'rallk to telk to SaOrfta17 llors-'lla 
abollt tile appoill~t ot a t...naa. '!'lie 
Secratal'J arruaad -. appoilltaelli tor • :oo P.M. 

'lila S.ol'ft&rf, J'rak ud J'ol&J -' 

• 
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at tllll S.oreta171 1 boWie at 41 P .II., alld 4b-
01181ed .l, O, l I . 11 tuation. FraDk eta ted tllll 
l'l'ee14ent bad DOtitied hill tllllt BaDe• wu DOt to 
be appoillted. h'alll< ea.14 tbat tllll SEC 414 DOt 
W&Dt tllll truatee1b1p alld would clo DOt.bi.JII to 
aeelt 1 t but would teltl Ullder CODaicleratioa re­
queet b7 Court tbat it sene u tr\18tee, 

The S.cret117 auaeated Judge Jclm 1, Mack alld 
Raudolph Paul, but ftllted an opport11111~ to clear 
these naaea with the Prelideot. lotbinc wu 
!inall7 settled as to na.ea or prcceclure. 

Sullhan, W111cbel aDd Th\U'IIIIUI Hill aet with Fole7 
at hie apartaeot at )100 P.ll. Hill ns lea'l'iD1 
at 4 P.ll. tor MalOilll, !lew York to attaDd tbe 
1J1C on tbe appo1ntaent ot a tru8tee on Jan11a17 
Be na 1Mtructe4 to uaiat SEC in eYerJ n:r 1n 
wid ng application to tbe Court tor tbe l'lll007&l 
tbe case trcla the lortbern District to tbe 
Southern District ot lew York. Hill wu 1ntonoed 
that the appo1ntaent ot Banes na not tawred b7 
tbe .ldlliniatration, but •aa told DOt to auaeat 
an;r naaea to the Court tor trustee. 

It was arranged that Hill would call Fol17 troa 
Malone tbe Dlxt •orning before appearance 1n 
Court. 

Fole7 told Blll, atter spe•Hog to the Secretal'T 
at 9130 Met1D&, that !reUUrJ had decided not to 
auggeat &117 oues to the Court • 

.lt tbe Secratal'T'• press coaterenca, rolq 
answered queatiou 111 regard to .l.G. & E. re-
ce1Tarah1p. 

Jobn ! . Crider ot the HEll YORl TillES aokecl tba 
S.oretarr 1r be wu tor Banes. Thl S.cretarJ 
replied tbet be would be delighted it SEC would 

aene u the Tr\18tae. 

nmz-en Hill teleplloDed that Judp BrJ&Dt W aet 
Jaoll&l'T 23 u the data wben be will bear~ 
~t 1n uuoa, lew Iorlt oa CO".-ot • 
appUcaUca to re.on the caae to the Soutbel'll 

Diatrlct ot lew Iork. 
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Januar)' 18, 1940 

Januar)' 19, 1940 

Janua%7 24, 1940 

Janua%7 25, 1940 

Janua%7 26, 1940 
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QCCDtftCI 

Be Coben called Uld ea.l.d be tbollgbt tbe Becre­
t&r7'• atat .. ent at the preaa cCDterenoe 718tlr­
dq wu aplelldid, ud be wiebed the SEC bed a 
llttle guts. 

PDley tal.lted tc 8111 about Judges 1D the Soutbem 
District of In York before wboa the A.O. & ! . 
oue llilht be brollgbt. 

Be CobeD oalled ud diacuaaecl Jude•• 1D the 
Soutbe:n> District of In York aftilable tor the 
.t..o. 1: !. oue. 

WeiDer ot SEC aDd Thuran Rill of the TreaaurJ 
diecneaed Oil tbe telepboD& w1 th FD117 the &ft.il­

ahle judges i n the Southern District. 

81ll intorud Fole7 tbet Judge 1nox would ueip 
tbe oue tc Judge Leibell 1t Judge B!7Dt puted 
tbe .oUoa raorlnl tbe caee tc the Southem 
Dietrict. of In 'fork. 

Be Cohen and Jerwe Frank telepboned in reprd 
tc tbe President'• connraatiOil with Frank lut 
eftnille• fbe Preeident bed diacuaaecl Judp 
Leibell and the po81ib1llt7 ot the appointMnt ot 
CJru. Jatoo of (ll .... land u trustee. Frank did 
not thiDit t hia 'I'Ould be eo good. 

PDl•T cle&red w1 th the BecreterT the propoeed 
pnN nl•" wbloh bed been -t tc PD1e7 b7 
Corooru t.o the effect thet the Att.orlliT o-z-1 
-u unz,aot the u. s . .t.ttJ. tor the Souther& 
Diatrict fll 1 .. 'fork tc ilr'f8atJ.&&tl the attaiN ot 
.t.. a. a 1. wt. th a new tc aaoartahlng ebet.ber 
theft baa been uq dDlatoiOD of Fedenl lan. 

Polq .... tc rruk OD ~ abo'tlt JIIIIIN 
:r.ibell, 11nrft1 llall>ert aDd Calt. FDla7 preferred 

• 
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February 2, 1940 
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ocped'CI 

.Jue• B. Aller, tor.er General Collllllel ot RP'C ... 
- with t.a. tim ot Auchincloaa, m.7 a. Dun;,.. 
'-leplalecl tro. Jew !orit alld suuested tbe &JIIIoiat. 
-t ot .hohiDoloN (clirector ot Clan S8 

Vwltee. Be Mid ba bad 1poltao to hut about hia. 

Foler attallded OOiltereoce at ltto....,. Genaftl 
.Jacb01111 otrice 011 l.G. t. I. !here were present 
CoMe, Coroon.~~, rrut, Jacb011 alld l'ol•T• lt 
th11 eOilterence it-. •ucce•ted that tba toll-. 
iDe be proposed to Judge Leibel.l aa truatee1 
1ubjact to tbe appl'Oftl. ot Secretary llo%1&Dtha1U 
(1) Toa Coroon.~~J (2) BIUidolpb PaulJ &114 (3) Lewie 
Dabtlq. 

Fole7 •• tba Secretary at the latter' 1 boue &114 
obtaiucl approYal ot these ...... s. 

Foler Woi'Md T011 Coroon.~~ b7 talepboae tbet tbe 
S.retsrr bed cleared tba proposed ........ 
ub4 Foler 1t tbe Secretary would go to bat tor 
ld.JI, aD4 Fole7 replied tbat tba Treaaurr repreHD­
tatin would aq 1D opeD court that tbe Tl'MIUJ'7 
anted Toa Corcoran prorlded his ...... waa tiret 
preMnted b7 tba repreaentatha ot SEC. 

J-1 B. AlleT talap~ ap1D &114 ... Woreed 
Folq that lu.chinclon wu oot acceptabla beceuae 
ot h11 Cbase ll&Dlt CC>D118Ct1on • 

.. tt lloOuire ot tba De~t ot .Ju.tioe, abo ba4 

been 1nt to ••• York bT Jaota.. to •peak to 
Suator Waper 1D reprd to tba appo1Dt8nt ot !011 
Coreoru tor 1. o. • 1. tol4 Foler, 1IIID JU illto 
bill at lllllobeoll, that Seaator Waper 11M l-' 111-­
torMCI bill b7 '-J.epboM tr. he tort tbat Jadp 
Leibell propoeed to appoillt ....._., J178re ... 

lle.rriML 

r. Coreoru ubd Foler to ut tha Secretary w 
oall .lttorMT Qea.epl .Jaota.. at hie a~ 
nn tba Beoreta.r7 arrind. lire. nota, lh&Uhu 
aD4 Folq wre ~t 111111• tbe Secretary talW 
to z ....... 
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febl'Uill'"/ 6 , 1940 

- 5 - 09 

:;:er this telephone conTeraetion , it was decided that 
e Treaaucy represent at ive voul4 request 1udgo Leibell 

to a ppoint SJI!C et the hearin& in New York t ooorrow, 

Cohan aske~ Foley to atop at his office on his way hotte. 

:Poley t old Frlilllc on the telephone that tho Treasury >oeuld 

aelt the ludge to appol.nt S!c, and l'rtink aa14 that ...,8 

oltay 111tb hill although he didn ' t see my the Trnaury 
couldn't go 1n and name 'ld!Oil it l<ellted .since Hanea bad 
represented to the Court that he was e.cco'Qtable to 
tho Administ ration . • 

The Secretary reque ahd Foley to see him a t ble bouse 
before he saw Ben Cohc. The Secretnry told Foley ot 
Hanes ' conYersation in 11Moh Hanes asked th e Secret•J.l')' 
to escert sin the President ' s attitude and to apeak to 
Foley. 

Foley had di~~ner w1 t h Toa Corcoran and Ben Cohen 
-Go told Foley that i t na a Jtistake to han l.njocted 
Corcoran's neJ!UI l.nto the mtter, and tha t their on!¥ 
interest was t o blook Renee and obtain the eppointmont 
ot trustees in sympathy with the purpose ot the Holding 
Company Act . 

Foley instructed Thur""'n Rill to request the Court t o 
appoint SEX: at the bearing i n New Yor k 1n the aoming. 

:Foley was present ><bile th e Secret"-"Y talked to W. I . 
Myers. Myers said t hct be bad been a sked br lwlge Leibell 
to sene a.s truste e 111tb liar riman and lianea at " aalacy 
or $50, ()1)0 each but 41dn' t mo..- whet her be 110ul.d accept . 
He 't111llted to gat Secretary' a advice . Secretary told 
him be was not tor bta, but ~.,.• for SEC. J.:yera told 
tbe Secretary tbnt be unaerstood Eccles bad recommended 
him to Senator Ytagnor ee \',lljpler bad celled him urging 

that he accept. 

At the Secretary' 8 request, Foley told Corcoran and Co ban 

of the Secretary ' s oonYeraatton with ~era. 

Thurman Rill 1ntormed J'oley by t ele;:bone troa New York 
tha t ludge Leibell decided to~ that SIC abould notifY 
hilll 1n writing wbetber or not it v:ould a ccept eppointmnt 

08 
trustee· it SEC decided not t o accept , ludge Leibell 

would notify t he SEC 1n writing of the tr.~oteee be pro~osed 
i t a n

d gtYe the credi ta'o an opportunity to preoant 
t o nppo n , . h 'B 
objeot ions at a hearing t o ba held on Marc • 
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hU7 110Ut1 .. U. hONt&rJ of B1ll'a Olll. 

hU7 110tlt114 '- Corooru Uld IIIII CoMII ot 
llll I I Dill., 

Gae Dlltt1el4 tel.apbDMd Folq tla\ U. !1'MAJ7 
-. l"1&&lt ad IIIC a11Doal4 aern u t.na.tM. Dut­
t1el4 \IJoap\ U. •Uar would - • betON \be 
ea-t Nioa Wdq, 

tea Corooru, IIIII Colin Uld .Je.,_ FI'UIII: talkl4 to 
FoleT b7 talepae to 1U'P ttat the S.oretur Olll 
1D &.ua Uld ut h1a to w1 tbdraw. 

Folq Worud \be S.oratur of bia talepae 
-nrutiou w1 th Corcoru, Cohn Uld rrut. 

lira, nota, FI'UIII:, Collen Uld Fole7 "" preen\ at 
a -u.c 1D \be S.creta.z7'• ottica wblltl the 
S.creta.z7 tol4 CobiA be would 110t eee lluaa au. 
be 414 110\ tbillk 1 t woalcl do &Jl1 1ood • 

.ltter CobiA latt, tbe Secreta.z7 tol4 FI'UIII: be aa 
w1lllq to have Fo1eT go w1 th l'rult to lee Judce 
Leibell &Jlcl u k h1a to Witbbol4 act101l Oil the 
appoiatan\ of truatMI motU litter the S.oret1J7 
ratiU'IIecl to b11 ottioa OD. Feb....,. 19 10 that the 
8eoreta.z7 ai1ht !an Ill opportlai t7 to lpeak to 
&.ul -mi.Jll h1a repre .. otatica or t.be s.c,._ 
UJ7' • poaitica to Jlld.p Leibell • 

.lt tbe raq_.at. ot t.be Secreta.z7, Folq -t to -
Seorat1J7 l obi ucl tol4 h1a wlat took plaOI 1D 
tbe S.oret1J7'• otfioa, Fole7 tol4 lobi thlt, 1D 
h1a opilliaa, wbat lad tabD plaoa iD tblt Sao,._ 
UJ7'• ottioa \!at attemooa clid aot li'" CobiA 
ll'O.ct. t or raliiJliDI• 

FoleT, attar tal lr1Jll to lcte., MW Corooraa Uld 
toU h1a wba\ lad tabD plaoa. 

attar CoiiiD llanllcl traa lrulk thet t.be 8HratiJ7 
-w .. .,o1o17 traa Cohla for ld.• act1- -
ooa.a ..ul4 rolq clllriDI till •• 181 1a pMt. 
Mat. ..s ,.,..w ld.l iDtatica to raaip. 

8ftr1UJ7 ..UI4 rolq fraa Jubril.llo 

• 
• 
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QCWE :e 

~~~UN telepboMd ad eaid ba bad J•\ 
aretaz7 lorpn\bau ad 11114aretoo4 

tba\ Folq &D4 Fruk "" to'" BaM. Folq 
tol4 b1a tba\ ~ Fruk 1IU &0111& to ;.. IIIaH 
&D4 tba o~ ot tbia OOlite~ 'I'OUl4 bablT 
cl.t.ftoi.Aa wt..tber Folq u4 P'ra!lk woul4 ,:0 J•"'­
LeibeU. -· 

P'olar recehed two wire a troa tba Seoreta17• 

P'ole7 t.lep'-'4 Grace !ull7 &lid told ber tlw.t 
tbe Seoretaz7 bad requeat.e4 b1a to aea lliu Leii&D4!il 
&D4 lin bar our nreiOD of tbe A.G. A 1. •tter. 
Grace '!'llllT oelle4 l».cJt &D4 ea14 tlw.t "111117" 
cov.l4 DOt do 1t tbet attemOOD, boat woul4 tale­
phone Folq at !.-. !.ll tbe 110mlll&. 

P'o1er bacl 1~mcbeon with Dotf1el4 who gan P'ole7 
cop7 ot SEC release to tbe effect tbet SEC ba4 
'110tit1ed Jldge Leibell it woul4 decliu to ae~ 
.. truatee. 

Fole;r wired develoJ:aents to Seerete17 in TIIOIOil. 

Corcoran notified Fo1e:r bJ telephone at .11oM 
tba t t.. ba4 aeen Jldge Lei bell the da)' before 
about llanea wt got nowbere. 

John I . Crider of TilE tmr IORI TI~ telepboo>ad 
Folq tbet t.. wee tr)'!.llg to aaeerta!.ll tor .lrthllr 
lrock wiJT tbe Treaa~ bad proposed SEC aD4 .,.,u,. 
ttl. freaaurr woul4 bave arrr objeet1011 to 
DOW tbat tbe SEC bad deel.!.lled. P'ole7 replied 
tbe !reaaurr tboUCbt SEC coul4 do 110at errectin 
Job, aD4 be ba4 DO c.,_nt aa to llt.Dea Wltil tba 
rreaaurr ... notified b7 Judie Leibell ot tba 
truateea tbe Court proposed to appoint. 

Fole7 receind t:roa Ben Cohen ae110rUid,. giviDI 
CobeD '• !.llterpretation or .lrthllr lrock' a col-. 

!oa Corcoran oalled P'ole7 &t '- after addni&bt 
aDd allied Jole)' Wben petitiOD ae filed J WbeD 
S.orete!'J atate4 at preaa oooterence ba wu ror 
\be SIICJJ &D4 wben llulea aalred tbe Secrete!'J it 
be wov.l4 lw.n arrr obJection to Ida if eppo!.llted 
\be Court. r oler aald tbe petitica ae tiled ca 
J'ull&%7 lDJ tba pre .. cooterence wae t..l4 • 
J'UII&%7 15J &114 tbat be did DO\ laiDII date Wbea 
lluN aa• tba Secreta!7 but tbouell\ tbat it_. 
-attar 11uu aubllitted bil realpltiOD. 
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Febru&17 14, 1940 

rsbrua.rr 16, 1940 

Februa17 17, 1940 

-·-
PoleT tal.ke4 to t.be S.oreta17 Oil the ~ 
and 1Dtoru4 b1a ot t.be Dn dneloPMJ~ta, 

liatur uke4 Polq ower talep'-e 1t T:NUU17 
bed ben tole! SIC would not accept trlalt.e.ab.lp 
prior to Fabrua17 6 when Treaaa17 urpc1 tbet. 
Court. appoint SIC, Fole:r said ttat. tint notice 
'l'reuur:r tad that SIC would not .. ne wu abell 
llftB ot SIC BCtiOil ae releued laat S.t.uJoda7, 

Sulllftll telapbolled foleT at boae tbat 8ft Cobell 
• • anxio\111 to reach fole:r bJ telepbclle. Fola:r 
called Cohen who ulted Fole:r the data when t.be 
S.cretaq bad 1nto1"8ed Banes be would haft no 
objection to hia 1t be were appointed b:r t.be 
Fole:r said be didn't. lmow tbe exact d.ate. Cohen 
then ulte4 b1a to tind out detin1 tel:r troa the 
Secrete%)''• recorda u !rtbur Krock bad tabn 
uceptioe to !Iorrie' atate.ent tbet the ... tlni 
lad taken place prior to tillug ot the peti tioe, 
and Ben wilbed to ucert.ein detini tel:r when the 
•••t1n& bad taken plece. 

it l'ole:r• a request, lire. Klotz eDlll.ned the 
Secreteq'a recorda, and when t he eYOnt could not 
be eat.ebllebed tro• the Secretarr' s recorda, lira. 
nota, Sulll van and Foley decided it would be in 
order to ult the S.oret.eq bJ telephone. The 
Secrete%)' told f'ole:r that be could not ea:r det­
ini telJ tba t Bene a lad spoken to b1a a bout the 
1 . c. & !. truateeeb.lp prior to b.la 11111cbeOD with 
Ranee .PD Januaq ll. 

Fole:r notified Cohen that Hanes diacuaaed .. tter 
with S.cretaq at luncheon on Januar:r ll. Cohen 
told Foley that !Iorrie bad sent copy ot b.la la1~te:rJ 
to Frank to the Ssoretaey. Foley told Cohen that 
ba bad not sean tba letter. Cohen SU&&tated that 
the repl:r to llorria state that the S.aator'a n.erw-1 
point would be presented to the Court, and thet 
tbe Sacret.ar:r doet not recall llanll ta1 !d n& to 
b1a about tbe truateesb.lp prior to J&JJ.IIU7 ll. 
role)' told Cohn tbat tbe Secrete%)' w6ul4 be 'Illicit 
00 

JlcGdaT (Fabruar:r 19) and be would teli to b1a 

about the repl:r oc that. date. 

Foley received a bandwritten note t~ Ban Coban 
together with dratt ot atateMnt Cohen tad pre­
perM tor SaDator Iorrie. 
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ro187 talW to \be lleoretaq at .. lmlle, 

eo• oal1ed rol.eJ tJw In tort Uld Ubd r~ 
U lie 11M •n OOPT 'Of report ot \be !lwtM ill 
\be IIIJaol,4a laftet.en ec.,a.,, lao., Uld rolq 

tol.4 b1a U.t. - llad aot ·- \be report, 

CoMa Riel hult bad - JQIIce Leibell lut. 
!lmwdq ... Jlldp telt. aor bo-s to appoiat. 
.._, larr1aa ud ~ra were - oat., r~ 
t.old eo. tol'Mr In Ion: Stata Iaeuzuoe 
c-tad-r J-• .l, Bela •• no. beiq -­
t.!OIIId, 

Foley obtai* oow ot tbe Truatee1a report ot 
tba lle7aold• Innat.nt Coolpe.J~T, lac. tr. !4 
8urluo ot SI!IC, 

• 

• 
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The provi s ion of the Public Utility Holding Company Act , 

au\borizillg SEC to s erve e. a Trustee tor e. registered boldiJ:I;s com~W>Y, 

i ~ u rollo..-s: 

"Se~ . ~l (t) • In any proce&din.... in a court ot t b.e United 
St ates , ~not"cr under t b1o sect ion or otborwioe, in r.occb a 
recei'. er or trustee i s appointed tor any r e, h t er ·d hold _ng 
company , or any eubui4iary company theroot, t he court may con­
stitut e ond a r point the Commission ua sole trustee or receiver , 
subject to the dir ection• and Qrders or tho court , \,hether or 
not a trust ee or receiver shall- ther etofore bt.vc been S.~.>J.Oint ed , 

and in any euch proceeding the court shell not a po int e.ny 
per son ot her than t be Co~ssion ~s tru&tee or r eceiver ~~thout 

noti ~ t he Co. Jt1 esl on on~ gi v!no 1t cn o';)portuni ty to be 
beard before =.Lin& any cueb a;>.,ol.itEU:Dt. In no proceed!.Dg 
under t hi- secti on or otherr.isc eball the Cocmiseion be &?pointed 
Bb t rustee or r eceiver without its exprcot con•ent . In any eucb 
proceedino e r eorganizat ion plen t or a regieterad holding co= any 
or any subsidiary company thereof shall not becomo ertective 
unl ess sueb plan shall have been approved by the ColL!:lission after 
oppor t unity for bearing prior to its subMiacion t o t he court. 
Not~~tbstanding any other provi sion or le.~ , any such reorgani za­
tion plan may be pro.i)Oaad in the f irst inst ance by the Co>ll!l1esion , 
or sub j ect t o suob rule~ an~ r~lntion. es the Co~ssion ~ 
dee>l necessary or appropr i at e in the pub~ic inter st or for the 
protect i on or inv~etors, by any person bcvin& e bona fide int erest , 
(as defined by tbe rules an<l nguletiona or the Co=l.ssion) i n 
tbe reorgeni-etlon. The Coa;U.ssion may , by such rules anG regu­
lat ions or order as i t may deec necesse:y or a; propr i et e 1D the 
publ ic inter est or for the prot ection or investors or consuxers, 
r equire t hat any or ftl l tees , expenses , and re~ere.tion, to 
whomsoever paid , in connection .. ~ th any reorgcnization, diSsolu­
tion , liquidation, bankruptcy, or r eceivership. or a r egistered 
hol ding company or subsi diary compeny ther eof , in any such pro­
ceedinb, shall be subject to approvel by the r.oaoission • 

• 
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Pron81au or \he Cbu•l er AD\ ttlioh apeo1f7 that a tru.ahe ill 

bfmlauptq •at be 41at.ahreahd are u t oUwa1 

• s.o. 1:17. An aUorney appointed t o repreact a trustee unller thla 
cllaphr &hall alao be a diainhreated pera011: Prortded, ho•n r , 'rbd 
tor 8J17 apeoitled purpo&ea other then to reprea .. t a trustee 1.11 conduoti q 
the prooeedlq \IDder tills cbaphr the t IIU.ahe 1U1J, 111 til the apprcnl ot the 

judea , Dq)lOJ' an a Uon1&7 'IIIIo ia not dUiahreated. 

" Sao. 1158. A peraon shall not be da-d diaintereated, tor the JIIIZl)OU8 

ot aeotion 1156 and aeotion 157 ot till a Aot, it -

" (1) be ia a oreditat" or atooll:!lolder ot the debtor; or . 
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•(e) he 1a ar waa an UDderwriter or c:r ot the outatllli41D& aecurit1ea ot 
the debtor or within fin year• prior to the date ot the 1111D& ot the petiUOD 
was the UDderwritar ot aD;J aeour1Uea ot the debtat"; or 

• (s) be 1a, or wu 'llithill t wo yeara p-ior to the date ot the 11lln& ot 
t he petU;iOil, a director , ortioer, or .-ploy .. ot the d ebtor or ~ woh IUider­
writer, or an aUon1ey tor the debtor or IQOb UDderwtrtar; or 

•(•l it appear• thAt be haa , by reaeon ot any othar direct or tndireot 
relattonahip to, OOilDeotiCD with , or uhreat in the debtor or ..,oil IUiderwrUer, 
or tor lily ,..._ u. 1mereat •terially adnrae to the l.ntereat• ot ~ olaaa 
ot oredUon or atooll:!lol4era. • (l1114eraoor1n& 11 wpplied.) 
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Seot1on 1&8 o! the Cbandler Act 

Upoa the appronl or a petition, the jqe ahall, 
1! the 1.n4ebte4neu or a debtor, liquidated aa to ...,unt 
and not oont1ngent aa to Uabillt7, 11 $250,000 or onr, 
appoint one or 110re truateea. An:1 truatee appointed 
under thia chapter ahall be dh1ntereatec1 and ahall have 
the ~uali!1cation• prescribed 1n aeotion 45 of thh Aot, 
except that the truatee need not rea1de or have h1a office 
within the dhtrict. I! auob indebtedneae 1e leu than 
$250,000, the judge m&'f appoint one or more such trustees 
or he •'1 OCII'I tinue the debtor in poneu1on. In a117 cue 
..mere a truatee h appointed the j:fe ma,., ror the pur-
poses apec1tiec1 1n seot1on 189 or • Act , appoint. a a an 
add1t1onal truatee a peraon who 1s a d1reotor, ort1cer, 
or empla,.ee or the debtor. 
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J"JJCC(a Aaerioan laba81J, Rio de Janeiro 

10.1 e& 

DADa rebruarr 20, 1940, 1 p.a. 

Reterenoe ia aade to -r telagraa no. 65 ot 

rebruarr 18. 

318 

I t ia not poeaible to plaoa t oo great empha.e11 on 

t h e danger• vh1oh 1111ght reeuU troa delar in tran .. i tt1ng 

to Aranha the attitude ot t he rorei SJI Bondholder• 0oUDo11 

toward the lateat otter tor eattlement vh1oh he hal 

auggeeted. !he Departaent ltnova that ao tar there hal 

not been atrong aentiaent in Brazil in taTOr ot p&Jins 

t he debt, and the eenUment Vb1oh hae ex1eted 11 waning 

taet. It there 11 del&l', the reeul t a1ght be that t he 

entire negotiation• would be plaoed in JeopardJ in 

a4d1 tion to loe1ng tor ue the puaent on the ooupona 

due in April, vh1oh make up a large part of a 11hole 

7ear'• par-ent on t he dollar indebtedneaa. 

QAJ'I'ERI 

UIIB 

I 

Regraded Uclassified



TREASURY DEPARTMENT 

INT&III OI'PICIE COMMUNICATION 

TO bUlle Secretal7 JleU 

I'ROM lOHph P. Cotton, lr. 

• 

DaiPD ot the S'-t.e Depert.,.at called 7 .. t.erdq to aq tbat 

fur~ ...,. f'Uriou. about, t~ aerioua raparcuaaioua 1D Coloabia 

t:roa, aDd w1ahad to call the attaDtiOD ot the SaeratarJ ot the 

Treulll'7 to, the latter pert ot • atat.ant iawed br the eauncu 

J&ltcoiq with rNJ*)t to the ta.pora17 aetU..nt <- attac:becl 

cllppiJic}, TQrbq cl&ial tbat the lat ter part of this atat-nt 

was ~ cleared with hill ea the tirat part bad bean. !Ia 11 talk­

ine to Dn&PD ~ &lid turtMr 1Dtoru.t1on Mf be afti.llbla to-

aoxrow. 

I 40D't aM that thera 11 ~ we can do about it. 

• 
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!I e ... Yor:<, llo• Yor£ , f'ebru..ry 19, 19LO. 
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