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DEPARTMENT OF STATE 
WASHINGTON 

L!arch 8. 1940 . 

The Secretary of State presents his compliments to 

the Honorable the Secretary of the Treasury and encloses 

a paraphrase of a confidential telegram of Karch 4~ ..;;y 
1940 received from the Legation at Tehran, Iran, rela-

tive to an arrangement for credits for the Iranian 

Government reported to have been signed recently in 

London. 

Enclosure a 

Paraphrase of telegram 
from Legation at Iran 
dated Karch 4, 1940. 

1 
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llarch 4, 194(). 

TO: Secretary l6oqentbau 

FIIQ,(: lfr, Gaat.cn, lfr, White, lfr, Coehran, Mt-. Cotton, Mt-. Sclud.dt. 

We ban conaidered tbe auuest1Clll of Seoretary IIDJ.l., upresaed 
in a letter to ,.ou, that 1011 participate u Cllle of a ~tt.e of 
three, to in~ude Jeaae Jones md a representative of the State 
Department, to consider the request of tbe BruUian gonn.ent tbat 
the United States take atepe to foreard the development of a eteel 
incmstry in Brasil, with the prospect that a ebeable inTestlllent of 
pubUe or priT&te .beriean capital Jdght be involved. 

3 

It 1e our opinion that the Tre&lltlr7 does not ncnr poe-a in­
forutioo euffieient to form a buill of jw:la:Mnt as to 10bether imest.­
ment either of public or prbate -'-rican funds in such an industr7 
110ul.d be ju.st1f1ed. 

U tb1a request ill to be hrther Gained it is our opin1Clll 
tbat it can best be ezmned either by the Bxport.-Import Bank <r lv 
the Intero-.Aaerican Bmlc, 1t that inllt1tut1oo should be cCliiStituted. 

J'll.rther, it deoiaion is to be -.e u to whether public funds 

of tba thited State• aboul.d be inTested in such a project, we tb1lllc 
the deciai<lll b 01111 to be made b)' the Expc>l' t.-blport Bank and not b)' tba 
Treu1J17 Depllr1aent. . 

U the ~ttee of three, aent1Clll8d b7 Secretary IIDJ.l., ahoal.d 

be reoooetituted with 1011 aa Cbainan, w tb:1DJc it should take under 
eonaic»ratioo ~ t1nanc1el. queatiooa inTolTing tba dnelopMnt of South 
and Central -'-'ican eomariea, inclucling c»bte in de!aul.t, md tb1a 

Bruillm ateel. pNpoell Jd.cht then properq cc-. before that cc.oit* 

tor eye.1n•tica. 
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.U.rlC&A J'orelp S.moa, llaMl, ID4coh1Da, 

March -· 19llo. 

StiBJEC!1 Carp trall81 \ted to ChlDa 
4UrlDC JebruaJ7, 19ilo. 

Slr l 

I han the honor to reter to ar d .. patoh no. 54 
ot Jebrua17 20, 19llo, ln reprd to t he quantity ot 

oarao tranll tted to Cblna rta IAdoohlna 4ur1DC the IIIOIIth ot 

JeJ~~Qq, 19ilo, &114 to .u.bllll t the tollowlDC prellalnarJ 

lnton.Uo11 1n reprd to the carp traaeltted durlDC the ., .. th 

·or Jebl"U.J7, 19110 • 

.&e 4Via& the pJ'Oirtoua .anth, the llldoohl-1\annan llallv., 

vaa unable t o tuncilon at 110rul ca_paolv beoau" ot tha 4&ace 

troa J.-ae boablJIC aUacka, onl.T a ~1 -UIIt ot carp b&liiC 

trauported «DriiiC the tlrat Mlt ot the ao11th. VUh \he 

:reatoraUoa ot UlroQch trattlc (but oper&UIIC ~ at alcht ) 

011 J'&bruaJ7 16, \he dall7 Yo1- ot trattlo l1111:reuM ooaal4erabl.7. 

Certala taohaloal dlttlcnal.U .. prneatad the rallva7 troa tru .. 
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oarco O&l'Tle4 b7 \he raUvq 111 J'abl"CCA1'7 wae car10 loa4e4 4ViJ!C 

\be prertcnu eon\b, which waa atr&llda4 at varioua placea aloftC 

\he raUwq aa a rallll1t of \he 'bolllliiiC• 

!he a a loa4M oa.ra , which ba4 to be IICV..S to :lwlaill£ tor 

UAlca41Df:, cauae4 a ebortage ill rolliDt; atoclt, which apparantl:y 

ha4 11.0t beeo re•41•4 b7 the aDd of \be eon\b. On March 1, oM 

souroe of iDfor-.Uon reported. approxilllllhlT 6,300 tona ot carro 

a till t o be 110Te4 before DOl'llal trattio ooDdi tiona ooul4 be 

reetored., !he •Jor1 t7 of Wa tolliiDge h believed t o be on tbe 

IDdochina ai4e of t he frontier. 

jc(:or41111Cl7• \be Sou\bveat ~eportaUon Co11pa117, which nov 

handles \be Mjor portion of the C8ZIO tranaitted to China via 

Indochina, tranai Ued oDl:y about 2,100 tona of Chin .. • CloYei'JIIMnt 

oarco fro a ll&iphoDt; acrou \be !ron thr. ot thia AIIOUD t approx1-

•tel7 1,300 tou vera peoliDe aDd petrolwa producta. 

Mr. ~. c. Cun of \be Sov.\bveat ~eportation c~ aetl.aat .. 

\bat , in a4.41Uon to \ba 2,100 tona, about 6oo tou ot co-roial 

carp vare tranaitted. .ta ;yet I ban DO illforu.Uon of tbe ~t 

ot oarco oarr1a4 b:y \be ra1lwq for i h own naeda or \bat oarTied 

fro• U.terM41ata ataUona. rua 1Dfor~~aUon vill be available 

on or about \he 10\11 ot \be eonih. 

!he railvq wu by tar \he Min route ot tranepor\atlon. 

'1'be Cao'baa& ro..t oarried DOt ovar 900 tone - eoaU:r paoU.. aa4 

epare parh, in )00 uea4 \raclca (brou&h\ 1D troa Cb1na tor W• 

purpoN) aDd 115 - truolca (troa \he ••-bled etooll: a\ lla1pbo11C)• 
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fr&J~sporta\ioa b7 coollee aa4 po&;f oara.......,, which h \1 a• .. aa 

1Dcnaelncl7 iaportaat factor, caD oal7 be eeUaa\&4, at probab}J­

aot onr 200 tone clurinc the .,nth. 

In wa, the cargo traneUte4 to China 4ur1Qt: Jebruar7 uouate4 

to epproxi~~~&tel7 3,800 tona. Du.rinc the 1111101 period, arrin.h of 

carco at HaiphoJIC for traneit to China are e ati.llated to haYe ben 

approl<i-tel7 4,5()0 tone, of which at leaat 2,800 tona are 1Uideratoo4 

t o han been caacune aa4 potroleua producta. .&ccordiJIC}J-, tha 

uoollllt of carco at Haipbonc wai unc ahipMnt to ChiD& N!llai~~ed 

about the - •• prertoud:r reported, alt~ reported increaeed 

6 

e:rporta froa l!a.l.phonc to HoD&itoDC aa4 other porta Da7 Man that ~o• of the 

accuw.la\ion of the laet 7ee:r and one half h beiJIC cleare4 a.va;r. 

It the Japaneae ahould return to boab the ra\lvq, which h 

the pruent aain and perhapa the oDl;y 1~~portant route of trane-

portr.Uon to China, the pro~oh of clea.r1nc the cargo conceet1on 

at HaiphoJIC vUl be rather HJI!)te, 

B .. pectf'o.ll 7 :roure, 

lor tha Con.ul ~t 5aigon, 

CIW!LIS S. RDD n, 

J.aer1can Con.ul 

In duplicate to the Depa.raent (Or11inal 'b7 air aail) 
Copi .. to the :bbau:r, c=nckhc and Peip1nc 
Copiu to Conaulatea General, Honckonc aa4 Sb•n&h•' 
Copiu to Conwulatea, lunainc and Saicon 

OSilloer 

Regraded Uclassified



Regraded Uclassified



J- .OJ-

!.larch 4, 1940 

!Ar. White 

Yr. Selm.dt 

SUbject: Proposed Iron and Steel Development in Brazil 

Summary 

Brazil has large undeveloped reserves of high grade iron ore and 
only a trivial domestic iron and steel industry. The richest deposits 
are still inaccessible by railroad. These deposits have not been de­
veloped~ because there is no suitable fuel in the vicinity and 
because of transportati on difficulties • . 

The Itabira Iron Ore Compacy, beaded by an American (Percival Farquhar}, 
signed in 1919 a contract with the Federal Government authori~ing this 
company to develop the Itabira deposits . The general plan called for the 
reconstruction of a 300 mile railroad tran the iron deposits east to the 
Atlantic Coast and the development of a new port (Santa Cruz} three hundred 
miles north of Rio de Janeiro. Although the construction of a 150,000 ton 
capacity steel plant was envisaged, the canpaey was primarily concerned 
with exportati on of the ore. For approximate~ twenty years the plan was 
successfully opposed by various pressure groups and the contract was can­
celled in August 1939. 

In the Autumn of 1939, a committee of U. s. Steel experts, at tile 
request of the Brazilian Government, investigated the Brazilian iron and 
steel situation arid recommended that their canpaiV participate in the con­
struction and operation of a 285,000 ton capacity plant, provided adequate 
assurances could be obtained with respect to reorganization of transporta­
tion and with respect to tax, labor and foreign exchange policies, They 
reported that sufficient raw materials are accessible, except for coal 
which would have to be imported, Sane domestic coal could probab~ be 
used if' mixed with foreign coal in the ratio of one to two. The report 
estimated that capital requirements for the steel plant would amount to 
$35 million (including $5 million for inventories and operating capital) . 
Twenty- two million would be needed in dollars and the balance could be 
in milreis , The Ccmnittee estimates that such a plant would earn net 
profits of 15 percent, after allowing for. a substantial decline in Brazilian 
prices of steel products, and after including depreciation and taxes in 
cost estimates, Prerequisite to the successful operation of the plant, 
in the Canmittee• s estimation, are: (a} tha investment of $12, 6 million 
in improving Brazilian t r ansportation facilities, and (b) the placing of 
the management of two government~ owned railroads under autonanous and 
efficient management, 
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Accordinc to !.!r. Feis or the state llepart48nt, the U. S. steel 
Corporation has decided not to participate in the project. The reason 
g1 ven for thi11 deciaion was essentiaJ.l3 thllt the executive branch or 
tho corporo.tion alread;y had ma.ny demands upon their time and atten-
tion and tho.t they would not be able to, or 110uld not care to, assume 
tho additional burdens which successfUl mano.:;:ement of this venture would 
require . 

The Brazilian Government is determined to develop a domestic iron 
o.nd steel industry and claim they will attempt to obtain capital else­
where or attempt to proceed without foroitn capital should help not be 
rcrthcani.ne fran the United states. According to recent newspaper re­
ports eoanating frCill Brazil, both Ge= and English firms are now of­
fcrinl:; to participate in such a venture. 

At preecnt Brazil conmr:es 400, 000 tons or iron and steel good.s a 
year, of 11hich over SO percent is irlported. Iron and steel goods con­
stitute 10 percent of total Brazilian imports and cost Brazil about 
:iJO million annuall3. It is expected that Brazilian consumption of iron 
and steel vmuld more than double w1 thin a few years if prices decline 
and a domestic steel industry develops. Under such circumstances, Brnzil 
would decrease its imports or sam:l.-manufactured nnd sinlple iron and steel 
products but v:ould probably increase its imports of highly complex ma­
chinery, the mn.nufacture of >lhich c!emande a high degree of technical 
skill, as Y.'Oll as of steel mill equip:nent. 

OAS:lre 
4/4/40 
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lolarch 4, 1940 

Subjeott Proposed Iron and steel Development in Brazil 

Brazll1s iron resources, although 'IIOrld famous since 1910, ere 

still lying dormant. 

As eerzy as 1600 it was !<norm that there were sizable deposi.ts of 

iron in Brazil but through t he succeedins two centuries they attracted 

little attention. In 1910, however, an Internet~onal Geological Con­

ference convened in Sweden and in its final report published figures 

about world iron reserves which first called attention to the wealth of 

the Brazilian deposits , ~ediatezy thereafter, representatives of for­

oien canpenies flocked to J.li.nas Geraes and purchased the richest iron 

properties, hoping to acquire operating concessions for their subsequent 

developnent , The most f~~~aous of the concessions eranted was t hat of the 

Itabira Iron Ore Canpaqf, concerning which negotiations dragged out over 

a period of t'llellty years, Although several small iron plants are toclq 

operatins in Brazil., the scale of their operations is such that the 

Investigation Committee of the United States Steel Corporation reported 

that "the total. iron and steel capacity of Brazil ... · i s no gl'eater than 

the output of a single small (600 ton) blast furnace in the u. s . A. and 

the ingot production no gl'Oater than two 100 ton Open Hearth furnaces .• 
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Plante current~ 1n operation ere usina charcoal tor fuel and 

obtain their ores !'ra:l the lower grade deposits which ere located near 
railroad lines; at present, the famous deposits o! very high grade ore 
are inaccessible by railroad. BrazU is thue 1n the position of having 

what are generally conceded to be the larBest and richest deposita of 
iron ore in the world, yet it must :I.Ciport over 80 percent of the small. 

amount of iron and.steel which it current:cy conoumes. 

m;y have tr.eso deoosita not been developed? 

Perhaps the most :important reason w!zy- Brazil' s iron deposits are 
as yet undeveloped, is that there is no suitable fuel. 1n the vicinity. 
Coal has been found o~ 1n the southern states of Brazil and it is of 
a very low quallty. Bad deposits of good coal been located near the 

iron, Brazil. would today have a lar&e iron and steel industry, but the 
absence of coal led to complications which prevented development of 
her iron resources. 

Another important consideration has been the fc.ct that the laree 
Brazil.ian iron deposits are located 1n the interior of the state of 
L1naa Geraes , about three lrundred miles from the nearest port on the 
east coast and somewhat farther fr<XIl Rio de Janeiro and the Brazil.ian 
markets. Tho rugged nature of the terrain makes transportat ion difficult 
and the Braz111 an railwa;y system has not aa yet been devel.opcd to a 
point where it could handle tho volume o! traffic which would be required 
for large scal.e world.ng of the deposits . 
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It i a hi&h!Y probable that these two obataeles would ba•e been OYer-

come bed t here not been a sharp conflict bet ween different groupe with 

diYergont pointe of Yiew concerning the methode to be adopt ed i n de•elop­

ing t ho iron deponita. Aa will be obaervad in the following sections, 

t bie conflict of interes t s , nnd reeulti nc praasurea upon goYernment&l 

bodies , wee nn important factor 1n preYenting the deYolop~ent of the 

Itnbiro concoeaion. 

!b!! 1 Itabirn Iron ProJect• ""' the onlY .,ro.,osnl for t !:e lnree-ecale 

de•olop~ent of Brnzilip~ iron de~oeits which rece1Ted serious cop,iderc-

tlon ~rior to 1939. 

In 1911 Si r Ernest Cassel, who bad controlled the Swedish iron mi nee , 

Sir Alexander Hender son, end Baring Broe. formed a syndicnte (the Itabiru 

Iron Ora Co. ) and nco.uirod d~oaita of er~eptio~\ly high grade ore 

locet ed at ltabira do !·:Otto Dentro. !rbie qoup alno aequi.red a control­

lin& interest in the Victori a to Minna Bn1lrond but were unable to obtaln 

a gorenment &ULU"antee of eerninge , without which the;y did not cue to 

rebuild the line ~ vas neceaaar.y for t he derelopment of t heir propertiea. 

In 1918 the;y a?ld their interests t o Bri thh lrolllll\sters Donoan, Long 

& Co., Ltd., Lloyda BNlk, and Lord Inrerfortb who 1nY1 t ed PerciYal hrqubar 

of !lew York to form a group to take orer and carry through the denlop-

ment or these i r on deposi t a, 

PerciY&l Fnrquher, who baa been the ho&d of the Itabira organi:ntion 

dnce t hat time, bcd nlre&dy h&d 811 extenotTe cl>J'eer in Brazil, baTing 

been a r:o•1~ figure 1n tM organization M!/or conatruction of the Rio 

de Janeiro Li&)lt ud Power COI!Ipaq, the BrasU1M kilwq Co"'PaDT, tiM 
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Port of Rio Grande do Sul, tha Port of Pars, and the tamoua Nndari&-

Momore RAilroad. While he vas atill in the United St&tea orgenisiug 

American interests, Zpit acio Peaaoa , Preaident- elect of Dra%11, stopped 

ott in New York on hia V&;f ho:~e fr011 the Paria Peace Conference. 4t a 

banquet held in the V&ldort-4atoria, :h.rquhar \lila able t o dhcuu wit h 

Peaaoa hie plan for the dtT~lopmant of the Itabira iron deposita and t o 

obte.in Pcaeoa1 a conaent at to ita general pri nciplea. 

The ma.in features of thh plan, which woa under conddere.tlon until 

the conceaeion vaa cancelled in 4uguet 1939, vera tha followiug: !he 

olen vas b8aed upon the large-ac.Ue e%portatlon of high grade Itabira 

ore. In order to make thia poauibla, the Itabira Iron Ore Co~any vee 

to rebuild 300 miles of the Victoria to !Unu RAilroad and t o conotruct 

port vorka at Santa Cruz juat north of Victoria. In order to aatiat7 

the deaire of the Brazilian Oo•ernment for a domeatic iron and steal 

induatr,v, the compan7 acree4 to conatruct a refinery &nd ateel mill of 

150,000 ten capaci~;y. It vaa e%pected that the aame boata which carried 

ore ~ from Brazil could return with cargoes of coal , thua assuring a 

auppl;y of fuel for the opar&tion of the steel plant which wea to be 

locat ed at Santa Crus, ju.t north of Victoria. 

Onpodtlon l!y preuure voupa prennted the car!'Yi!!l: out of the 

Itabira I ron ProJect. 

7roa the firat, the project vaa oppoaed ~ aa.eral &roup• which, 

thO\IOI aCial.l, vera powerful enouOI to cauae trouble. 'l'heae vere: 
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(1) !he dac .. uc c04l 1der .. ta who teared that the plu voul4 

lead to increaaed laporte ot toreicn coal, 

(2) 1'he ovnera ot the amal.l iron plant& &lreadi 1D operation vho 

d14B 1 t vant the competition of the nev and .uppoaedl7 more efficient 

plant such ae waa contemplated. 

(3) The contract between the Itabira Iron Comp&ZlT and the 

Brazilian Gonrnmnt bad atated that the reconatructed Victoria to Mtnu 

!IA1lroa4 could, but vould not be obliged to, cart7 ore which mil;bt be 

mined b7 other companies . Ownera ot other iron properties located in 

lUnas oppoaed t he codract on the ground• that it vould giTe the Itabira 

Iron Ore Comp&DT complete control oYer their veltere through control ot 

the tranaportation tacilitiea. 

(4) Proteseor Clodomiro de OliYiera ot the School ot Mine• at 

Ouro Prato belieYed that Brazil abould not allov ita ore to be exported 

and oppoaed the project tor th1a raaaon. Since he waa intluential in 

Ulnas Geraes and a1nce the Itab1ra contrN:t v1 th the Federal OoYe!'liiMnt 

was dependent upon n.egotiation ot a similar contract vith the gonrn­

ment of the State of M1Daa, he vaa in a poei t ion to azert a retarding 

influence. 

Uo aooner vas the contract signed (end ot 1919) than the influence 

ot the opponents of the Itabira proJect vaa felt, 'l'he 1'ribunal de Oontae 

retuaed to register the contract and vhen the President or Brasil ordered 

that it be reghbred, the maUer waa pr .. ented to Congreaa. JUrther­

.ore, the State of M1Dae Geraea retuaed to negotiate a ala11ar coatrect. 
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Yeare passed whlle the Itabira C<lll})IUl)' tried to win anr tbe opposi­

tion, 8lld it wae not until December 192? tblt a revised contract was 

signed w1 t.h the Stat.e ot l.!inas Geraes under the teru o! whieh tbe 

Itabira C<npany wu obliged to transport.. ores of tbi.rd · part.ies for the 

- charges as its own ore, am to alJ.ow others to use ita docks for 

loading. Another year passed betore the CCillll*lY ,..a able to get an 

accord w1 th the Federal Ooven11!181lt confirming the revised contract. 

:r-diatel:y plans were drawn up for construction of the 1'8llroad and 

in August 19~ the Federal Oovertlllll!llt appxoved the detailed p1.aruJ 8lld 

mapa. B:y that time, bO'IIever, tbe stock market crub am toe onset o! 

the depreaaion bed made it imposaible for the company to fimu1ce the 

plan. 

In September 19.30 the Farquhar group, unable to begin CCilBtruc­

tion Within 24 months as specified b:y the contract, petitioned far 811 

extension o! time . In October, however, the Vargas C-overnment­

into P0'119r am, suepicioua o! foreign ccapanhs, it re!Ueed to grant 

the extension, forcing the company either to pay a fine of fifty contos 

($2,500) a month or forfeit .the concession. 'l!le .tine was piud for ten 

months during which t1ae negotiations took place, cn1w1llllting in the 

appaintaent b:y the ganl'DIImt o! a ~ttee to stuey' t.he coatract.. 

During the sueoaed.ing .the ;rears, the coatract. aa studied bT fin 

di.tferent cc.al. tteee (Rll"f'iao17 Cclald.ttee, ea.iaaao Nacional. de S1.d­

ururg1a, Cclald.seao Jllridioa de )llnl.st.erio de Viaoao, Consul tores 

Techrd.coa e Jllridicos ot t.be 111n1st.erioa de Viaoao, and Nna~ a 

• 
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convened, this body decided tbat it alone had power to alter tna con­

tract of 1920, which in its opinion had not lost its validity. The 

contract ...as llien studied by the Collllll. ttee of Pllblic Works and Tre.ns­

portetion, tne Cocmd.ttee of Finances, the Col:lrd.ttea of National Security, 

the Camd ttee of Transportation and Communication, and was still in 

committee Ymen the Coll8ress ·nas dissolved by the coup d'etat of 

!:ovember 193?. 

In conformance 'IIi lli the Td.shes of the military element and the 

nationalist owsition to the exportlltion of iron ore. Vargas cancelled 

the Itebira contract in AUllU&t 1939. 

Short.ly after the 193? reorganization of the Brazilian Government, 

study of the Itebira contract was resumed by the Technical Council of 

Economics and F.lnance. After the cc:up d'etat, Vargas' dependence upon 

military SUPPOrt ms creator than it had previ.oual,; been and, ac a 

consequence, the wishes of the mil.itary element acquired an increased 

importance. Whereas some of the many collmli ttees l'lhicb had studied the 

contract had recoanended the eliml.na tion of the provision requiring the 

construction o£ a steel plant, the military element wanted a steel 

plant in order to make the supply of armaments ami munitions leas de-

pendent upon foreign mo.rkets and £oro1gn exchange. Th.rthermore, they 

wanted the plant to be located at Rio de Janeiro rather than at an out.-

of-the-my place like Sante Cruz. To be sure, other elements entered 

into the decision, but the 'll'ishea of the mil1tery forces carr1ed very 

heavy >nd.gbt, and in Au(lust 19.39, the Itebira contract was detinitely 
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cancelled. Shortly thereaf'ter the govem:~~ent let it be kncnm t.hnt a 

steel plnnt would be constructed with or without the help of foreign 

capital and President Vargas 3li00Wlcsd 'that in the near future Brazil 

would be making its own iron and steel products . 

Tho Unitsd Stetes Steel Corporation recently considersd partici­

pntin<: in the construction and operation of a plant in Brazil but 

decidsd asainst it. 

Shortly after the Itabira contract was cancelled a ciXI!:lli ttee o£ 

technical experts of the tlnitsd States Steel Corporation r.ent to Brazil 

at the invitation of the Brazilian Goverment where they spent soJ:IS 

months itrfestigating all aspects of the construction and operation of 

a large modern iron and steel pl ant. The cor.unittee 1 s report is favo:r--

able to the project in so far ao technical a.cpects and milreis profit 

and loss prospects are concerned, but the finance colmlli ttee of tho 

cocpo.ny decided not to parti cipate in the project. 

Type of a plant discu.sssd b;r tho investigation cocmittee. 

The COtll!1 ttee consider ed as 11108 t desirable a plant capable of 

producinc at the outset 285, 000 llletriC tons of finished steel. per 

year. It would be equipped not only to reduce ore to iron but to 

manufacture 'the standard iron and steel products such as r ail s , struc-

turlll. steel, rounds and flat s, sheets, aro tin plate, t hus providing 

the iron and steel products basic to developt~ental projects and in­

dustries . 
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'l!le coaa1 ttee estuated the capS. tal needs aa tollon1 

Cost of the plant, incJ.ud1ng real estnte . .. . ... $30.5 m1ll1on 

VaJ.ue ot stocks and inventories (raw 
materiaJ.s, supplies and til11shed 
products) •••• • •• •• • ••••• •• •• • ••••••••• • •• •••• 3. 5 million 

Working capital ••••••• •• ••••• • •• •• • • ·•• •• •••• •• 1.0 million 

Total ••• ••• ••• •• ••••• •• •• • •• • • •• •• • •••• $3s.o willion 

ot this totaJ., roughly S22 mlllicm 1IOUl.d be needed in dollars, but 

m:!.lreis could be used tor the $13 lllill1on balance. 

,Additional. capital expenditures on tra!l!!pOrtetion 1IOUl.d be neces-

Sary to the IIUCCesa of the project, 

In order to assure the pl.ant ot a constant supply of ore, the coa­

lllittee reco!IIDIInded that $12.6 m1ll1on be spent b:y the Brazilia.n Govern­

ment in illlproving transportation facUities. The ~>one:r would be used 

in the following 118llDer : 

•Iapro.......ent ot 220 I!IUea ot roedbed ot 
tbe Central Railroad • • •• •• ••••••• •• ••• •••••••• $5,000, 000 

New equi):ment for the Central. Ra1lro&d •• • • • • • • • • 2,2001000 

Im.pxo v nt ot tbe Dona 'lbereza 
Cbriatina Railroad • •• • • • ••••••••• • •••••••••••• 1, 500,000 

Nf/W equ.ipi8D.t for the D. T. c . Railroad • • • • • • • • • •• 600, 000 
I 

Improvewt o~ Port at LaguDa. • • • • • • • • • • • • • • • • • • • 2501000 

One abip f or coaatld.ae se.nice • . • • • • . . . . • • • . • • • • sex>,OOO 

J'1web1petorooeanaenice •••• ••• ••••• •••• •••• 2 . SOQ. QQO 

$12,550, 000 
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The committee, a!ter n preliminary inveuticntion of this poasi-

bill t~ , concluded that !lr ezilian coal could be used U lllixed with illl­

ported coal in the r atio of roush.ly t.:.':l-thinUs illlported and one-third 

uom· ... s tic. 

Ot:>er ra" :r.atcrial~ could all be acquired in Brazil. 

I n addition to 440, 000 metric tons of coal f or cokine , the com-

,.J.ttee estimated that tho plmt 1fOuld ann~ require: 

5)0, 000 metri c tone of iron ore; 

9 , 000 :~etric ~ na of CM[anese ore; 

1)4, 000 r:.etric tone of limestone and dolomite 

The committ ee estimnteo that 15 percent net profit would be earned 

on ~he ,35 million plant inves tment . 

In ani. vinL at t !liD figure the ca:t:\1 t tee have assumed that prices 

: or finished p1'0ducta 'llill, on the average, be 1). 5 percent below a 

three yenr (1930-19)8, inc. ) overage of "landed coots• of si:::il,ar pro­

duets in Br azil but they point out that 11'1'e thin:. substantially hicher 

' ill i ces 1.'ill prevail" . I n computing their operatins costs they havo 

alwnyn ade r.het they call " conserv::.tive ,;ctiJ:Iate::", leaving a sub-

att.ntial aargin of sa!ety. They have assmed, h01fever , tnat imports of 

pl t.nt o.aterial, =chinery, md coru. 'C'Ould be oxllllpt !'raa import duties -

to T.hich the Srar.U.i1111 Government ~~u; doubtleao a>;recd. In arriving 

at net profi ta allowance >.n~ made for Brazilillll sales tax (1 1/4 percent 
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of invoico value), inoo::le tax (o percent) , 1!1\d other taxes. a depre­

cia·ion r eoorve 'r.'3S set up, equal to 5 percent on depreciabl.e property, 

" xcept rolls, blast furnace l.inings , ond coko ovon walls as deprecia­

tion of these ite-ns T~ae covered in manutnc~urinc costs. ~e committ~e • o 

eat in •to of 15 percent net profits seems on the 11hole to be conservative. 

'!110 cormi t tee felt that before particiJ?!lti.tlR in the -oroject, the 

u ..... Steel Corporation should have the f ollo•dng definite assurances: 

a . That ad~uate and econO!:lical transportation "llill be availabl.e . 

:he c=it tee f elt that the Braz111an Govcrnnent could bring about 

the nccecsary improve::ent 1n t . ansportation facilities by: 

1. !nvestL"ll: Ql2, 550, :>00 in impr ovinG rollCibeds cnd por t !neil-

ities nnd beyi.ng new equi~nent; 

2. l'lncin& the governmentally-o•mod and operated Central Rail.road 

under an autonO!:tous and efl"ici ent canagQtlent; 

) . ?l.:lcing the Dona 'i'hereza Chrictina railroad under the S~Ce 

cana:;e cnt as reccc:::ended for tho Central Hail.road. 

b. That a rca:~onnbl.e tax policy 'rlll be follOII"cd. 

c. Thnt the cc:1pmy be al.l.owed, as a transitory provision, to «npl.oy 

1.-::eric:an sld.l.led tecbnic<ll. l.:lbor to tho extent necessary for of-

ficient oper ation, and that such men be exempt from existing 1m-

migration regulations . 

d. 'l'Mt tha company "i.ll be eranted the ri(lht to operate mines. 

e . That rOCliaaion of dj_vidends and interest to foreign shareholders 

will not be res tticted. 

f . ':hat the co. pen;;r be exeapt f'ro::l ~ntc of illlport duties on pl3nt 

~Uterials and t1achinery for initial conDtruct.:.on, ar~ that duties on 

coQJ. f or the pl.snt be either renoved or n...do very l.ow. 
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!Jid the U. S. Steol Corporation intend, if it participated in Ule 

pro1oct , to supPlY o. substnntial proportion of tile necessary capital? 

Appnrent:cy not . Althouth no information concerning th:is point ie 

contained in tl".c report of tho investigating caz::U.ttee, it is undor::tood 

t:lllt Ule U. G. Steel Can,.all¥ never considered putting more Ulan ~5,000,000 

of i t s onn capital into tho vanture, and expected to hllve Ulo Ilnport-

J.:.X:;ort Bank put up tho balance of the dollar :funds required. The 

r r a:r.ilian GoverDI!lent v:oulA su.Jlposed:cy furnish Ule milr<>is capital. It 

ie also understood tJl· t Ule United .States Steel, Corporation's interast 

on tho project = booed upon tlle su,.position that it ..-ould have ceo-

plote control of the .nncriccn share o~ Ule invust>nent, £nd of oper tltion 

or tile plant. 

Asouming that Ule u.:.. Steel Corj?Oration o'tere to !?!lrticipate in 

tho project under these conditions , its earnines ttould be nucb larRer 

t'· nn tile ::nticipated 15 percent on the capit'll as a thole. 

If Ule plant ea1-ned 15 percent on its ca;>i tal, a:; is e:;tilaatod, 

the u.s. St,:el Corpor::.tion ~.ould earn betl.een 24 percent and 49 per-

cent, depen<iing upon how the oom~ >.ould be orgMized • 

. If u.s. Steel v.ure to invest (,5 million, the Brazilian Govormont, 

;;13 million, and the Iln,x>rt-t.X!lOrt !:!&lk W l'e to provide $17 m.Ulion, 

the coapany ..-auld probably distribute its earnin{ts ~o:el'Ost es foJ.lDr;CI 

':he !&!)Ort-..>Xport Sank r.oula receive the u.sual. 5 percent on its ~17 ::U.l­

llon ll!ld the balance •,:ould go to the Brazilim Govcrrment and u.s. Steel 

v.ho, presum.:>bly, ,-,ould bo holding equities. Asswning that the ballillce 
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ot tbe ea.minga were di'rlded betwen the Braz:1lho GonrDMnt aDd u.s. 

steel in proportion to thei.r stake in the ~ture, each would reca!.n 

24 percent on ita invested capitel.. On the other hand, the """'J''-"7 

m:l.g)lt be so organized that the earnings would be diVided between the 

milreia cap:l. tel. a !XI the dollar capi tel. in proportion to their respec­

tive sizes. Since the Import-Elcport Bank would again be getting ool7 

S percent, the bel.ance o£ the dollar earn1ngs would acctue to the u.s. 
Steel Corporation in 'llbicb case it would be earning 49 percent on ita 

investment. 

It is possible to assume various other methods of distribution 

which would place the earnings of U. S. Steel between these two figures. 

The point ..mich muBt be emphasized, hor1evor, is that the eamines of 

those llho hold the capitel. stock of the Brazilian company liQUld be 

greatly increased were the Import-Elcport Bank to furnish auy sizeable 

proport10D of the capite.!. at 5 percent. 

l!hY -~~ the U. S. Steel Corporation not willing to participate in 

wbat appears to be so luci'tltive a propo!!ition? 

~ expl.an&tion muBt, of course, be conjectural. as there 111 no 

~ of lcnO'Id.ng wb;y the Finance Coca!. ttee of the u.s. Steel Corporation 

acted as it did. Their explanation to the State DepartDent was e ssen­

t1al.ly that the executive branch of the corpora11 on already hsd lllllliT 

demands upon their time and attention and that t.l!e7 would not be able 

to, or 'ti'OUl.d not cere to, as~ the add1 tiona1 burden.e llbl.ch succeaat\11 
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D1vision ot MoMtazy 

ae-rch 

It does not e- probabl.e that they are _..q jockeying tor a 

better deal and the explll1l!ltion ot their unw1J.l.1ngnesa to perticipat. 

in the venture ia doubtl.ese baaed upon their lack of faith in the 

abUit:y or willingness of the Brazillan Government to fulfill the 

conditione deemed necesssr:y to the efficient operation ot the 

plant, the eatety of their capital, or the transfer abroad ot 

earnings. 

The U. s. Steel. plan is '!!17 cll.tterent from the Itabire Project 

tor the deve.lopaent of Brazi.llan iron reeources. 

The I tabira pro j ect =ted upon the exportation of bigb-

grade Itabira ore for the major portion of i ta income and 

envisaged the construction of a 1501000 ton capacity steel. plant 

at Santa Cruz more or less as a side line. In the U. s. Steel. 

project, the steel. plant is t ho basic feature and it is to be 

much larger and to be located in Rio de Janeiro. Whereas the 

I tabira Project was to tap ore resources at present inaccessible 

b:y railroad, for w!lich reconstruction ot the Victoria to J.!1nu 

Railroad 11Quld be necessary, the u. s . Steel. project contemplates 

the use ot the lower grade ore located near the Central ?.ailroad. 

Tho capital required for the carrying out of the Itabira Project 

would have amoWlted to $75 million, 1Chereas the capital require­

ments for the U. s. Steel. project (i . e . 1 for the plant alone) 111 

$35 million. 

Bru1l. 1¥rta oTer 80 percent of i ta iron and eteel proructa. 

Total coll61liiiPtion <l1r1ng recct years bas averaged rou.gill;y 

400,000 toas of filliebed eteeJ. pro~t• per year. !be UOWlta proruoad 
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Ill. viaion ot loloMt&r7 

Reaearcb 

within Brasil and ialported during the throe ;years 1936-1938, inc.luaJ:n , 

are as followst 

Source of Iron and Steel Products Acquired b;y Brasil 
during the years 1936-~938 and Coat ot the Proportion Illported 

24 

% of totel. Coat of Iron and 
con~~~.U~PtiOn b-on 
produced and 

Produced in steel 
Illli>O rted Domesticallz To tel Brasil 1IQ)Orte 

(1000 metric (1000 metric (1000 metric ( $1,000 ,ooo) 
tons) tons) tons) 

322 52 374 14 21> .7 

433 55 488 9 42.4 

274 65 339 19 29.7 

343 57 17 32.9 

Brazilian market for iron and steel products will increase aub-

stant1n]Jy . 

At present per capita consumption of steel in Brazil is very low 

compared with Dlropean and 1:orth J.oerican standards. Becauae of the 

high coat of iron and steel products in Brasu, they have beml u.eed 

steel as 
a % ot 
total 

illl;?orta 

10.8 

12.7 

10.0 

11.2 

very sparingly and only where they were abaolutel,y necessary. arasilian 

buildings, for example, contain very litUe steel and office bu.lldinga 

as high as twnty stories have been constructed 11d.thout steel fU 1 

work, using only reinforced concrete. Once iron and steel pl'OGlcta 

are IIIIJlU!actured within Bruil on a large-ac&le eo that they are cheapG" 

in price and the:ir purchase ia not cle:pen~t upon foreign excMnp a....U.­

abilitiea, it ia expected that Brn iH•n con8Uq)t1on will 1.ncrMM sub-

atantiall;y, rising to 1,000, 000 tons per ;y-.r b;y 1950, u coarpared with 

400,000 tons at pruct. 
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Bra!U'• tarU! on iron aDd llteel. pro&lcta 1a bigh. 

Br'ull bu tor M11778U'S bad bigb tarUfs on tbNe procmata. To 

the protection a1'1'orded by the tarUf there bu bee a&»d the dlgree 

of protection reaul.ting hom the 8tead;y depreciation of the miJJ:'eia , and, 

during the laat decade, the d1.1'f1cult1es of acqui.r1nc foreign excbanp. 

Some of the duties currentlj' in eUect are listed below in ordc' 

to !acilltate their COJIP8l"iaon with the anticipated aalea prices of 

products 'llbich would be produced in the projected etael. plaDt. 

u.s. Steel Collllli.ttee•s EatiJiatas a.s to Coste and i'ricee Collpl:rad 
with lllties on Simil.ar It-

Rella and accaasorlas 

Structural.a 

Rounds and nata 

Plate• and aheata 

(Figures in 1111lreia per metric ton) 

Estimated J:l1ll coats 
of production 

(excluding overhead) J,nticipated rlee 

559 900 

611 1 ,600 

564 1,500 

909 1,800 

Jlltiea on S1wller Az:tic1ea 
)lin1wm 

Iron or atea1 bare and rods 640 

328 

520 

650 

228 

Iron or steel p1ate 800 

Ralls (10 lc:Uogrua per meter) 280 

Raila (oTel' 10 lc:Uogras per 
Mter 70 

Stripe for t1ttinc aDd joinin& 1,075 

57 

&74 
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Dl:rlsion ot lloDetary 
a.-reb 

Would the conatruction o! a ateel. pl •nt in BruU III8IID the loaa 

of the Braz111an arket for A!ez'iean iron and ateel. FO&icta? 

The construction of such a pl.ant would alter the type o! iron 

and steel products illported, but need not reduce, Md llight iner-, 

the volume of Branl •s illporta of iron and steel goods . 

If United States capital 1a uaed in financing the plan, the 

heaV7 ~nt needed by the plant would doubtl:eas be purchaaed in 

this country. Once the proposed pl.ant began operations, Brant could 

produce do:lestical..lJr maey of the a.io1!temofactured Md the 81.mpler 

manufactured products today she is torced to import . The very fact 

that such products are more ee.8ilJr a'f&ilabl e will doubtless lead to the 

undertaking o! projects todaiY considered impossible and requiring 

increased imports of 110re complex machinery which Brazil would not for 

some ti.ma be in a position to FOduce. Furthermore, the forei.gn ex­

change which today lliWit be used to acquire the simple iron and steel 

goods 1 1lill then be available for the purchase of such products . It 

is hence to be expected that we would lose the Brazilian market for 

iron raUs, structural. steel, sheet iron, etc., and find an increaaed 

J:~&rket for products deleend:l.ng a high coefficient of technical eldll1 

such as elevators, locomotives, turbines 1 and industrial m&chinC7~ 

German and British f1.ru hue receot1,y offered to part.ici!?!ta 

in a Brnll1an steel p1ant on the -.e terms which United States Steel 
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Ill. vision of l.!onetary 

Research 

According ·t.o recent press reports, Brozil.inn Governmental oi'ficiel.s 

h:lve let it be kno'm th:lt Krupp of Germa.ny and n British firm h:lvo 

approached tbe1:1 w1 th proposel.s to construct a plant under conditions 

sil:lilar to those rejected by the United Ststes Steel Corporation. l'lhil.e 

1 t is not unlikely tl'.at wch overtures have been made, there is llttJ.e 

ch:lnce that tho Br:tdliAn Government would seriously cmsider such an 

arrnngement while thoso countries are at 'mr. Such stories have 

probably given out in the hope that they will make the Un1 ted Sts tes 

Government or ."nerican privnte capital t10re td.l.ll.ng to participnte in 

tho project. 

0.\S:lrs 
'J-4-40 
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Ill'. White 

llr. Sclaidt 

St srr 

»arch 4, 1940 

:lraail hall large undeveloped reHrftl ot hij:h SNde 1No ore and 

oaJ¥ a tri'fi&l d<meat.ic iron end at.eel. 1Dduat.17• fbe ricbHt. deposit.. 

are at.U1 imcceallible by r&ilroed. Tbe .. apoeit.e bew not bMil de­

.,..loped priMrU;r bec:au .. there i a no lllit.able t'llel ill the Tieinit;r and 

becaUN of trMeport.etion ditticultiea. 

Tlw It.abi.ra Iroc Ore Cool*1)', !waded by AD U.l'ican ( l'ltrei 't'al ?arquhar) , 

e1ened ill 1919 a eoat.Net. with t.he Pedenl Oowa•-nt. authDJ'ial.Jlg thb 

OOili*V' to dnollop t be It.abira depoe1t•• The ~ral platl oalled tor the 

reoODat.ruct1oa ot a )00 aile ra1lroed trc:a the iroa depoaita eut. \o tbe 

Atlantic Cout. and the dlwftl.oplent ot a - port. (Santa Crus) t hree b'DIIdred 

ailea uort.h ot Rio de J-U.. AabcJu&h tbe eOD8't.ructioa ot a 150, 000 toe 

eapacit7 at.eel plent _. envbapc1, tl» Ot:aJlUliT _. pr~ ocawzaeol 

with axportat1oa ot tbl ore. Por approxi.Mteq t'IIIID\7 1M" the pleD _. 

noc .. etull;r oppoaed by ftl'i- J.'"Oru"e croupe and tbe ooat.Net. wa -
celled ill Aupat. 19)9. 

In tbe Aut~ ot 19)91 a c~ttee ot 11. s. steel expert.., at tm 

requeat. of the Bn.a1llan 0o'f'8l'Ment, imuti&ated the Brallillan iron an4 

at.eel aituat.ioc and reo snMd tbet their o~ participate in tbe •-­

at.notioc 1114 opuatioc ot a 28S, OOO toe oapao1t7 plent, pro'rlcled adequate 

..._, eould lie obt.a1.Dec1 wi\b rea~ to reGrpniut.1oa ot t nn.apal"t6-

tioo and wi\b re~ to tax, labor atld toreJ.«n excbani• pollc1••· Tbq 

reported that euttiot.nt ~ Mteriah are acoaelible, emept tor coal 

wbioh would haw to lie bport.ed. Sc.e c!D:Ieat.io coal could probabq lie 

uecl it a1.DcS with tareip ooal in the ratio ot - to t.wo. Tlw report. 
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a· saarcb 

Bru11 11M tor M1V ,_,., had h1Jb \arittl OD UaNI proo&&et.a. To 

t.he pJeWotion ~ordlcl by t.he tar1.tt \h-. 11M ~ added the deer• 

ot prot.eot1on ..-lUna troll the ·~ doopJee1at10D ot the c1lre1.81 u~ 

Clrtni toM lut. dl~dl, t.he dLtti cult.i• ot ~ 1'orei~ •"'Chang~. 

SoM ot the &lU.. c:u.rreat.l,y in ~ted - a.ted below in order 

to t&c111t.et.e their ~ With u .. aut.1o1~ted .u .. pricea o1' 

pro&&et.a 'llbich 'MNJ.d be produced in the projected n.l. plant.. 

u.s . St.eel Co::nitt"'' Utiat.ee u to Cone .,d Pricu Colllpared 
With J)ltlll on §1a1lar It.f 

(P'i~l in llllrlil I*' ...tric ton) 

EltS...ted a1ll COIU 
ot produot1o11 

<nsNdLng o"!!fhrd) 4nt1cipa\!4 riM 

5,9 900 

s truct.urw 611 1,600 

S64 l,SOO 

~ l,OCO 

PM\1!! on §1a1Jar Articl!! 
'1)pe npra1 M'n'" 

ll'On 'be.- 40.) )28 

l ror. or at.eel bu'1 lAd rode 640 sao 
lJ'OD Cllr n.l. plate 800 6SO 

lla1.l.a (10 ldlocrue ~ ..wr > 200 228 

laUI (- 10 ldloa:a-- I*' 
-*' 70 ¥1 

Stri~ tor fUtiJic Uld JD1.D1Dc 1,07, rl4 

8 ~ 
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- \1-. lie 1A a )IMI1Uoe w prot'M• ~.\he tonltl1_.. 
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lmiORANDOll FOR TID:: PRESIDEiri'I 

Re1 Retundinc Debt . 

March 4 , 1940 

The isBUe bolla oown to this: It the $7)8 a1llion of notes 

are refunded we w1ll have, 1n effoct , ruled out the po88ibll1ty 

of using a portioo of the Stabilization Fund for debt retireunt 

during this eeeeioo. 

If, on the other heDd, the $)53 llli.ll1oo of bonds are 

retuoded, the poasib111ty of retiri.ng debt is left open for 

decillion in, 8/q, April or llq. We faTOr the latter eourae ae 

business or Congressional davalopaents 11&7 ll&ka it vary desirable 

to use a portion of the Fund to retire debt this spring. 
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PAIW'BllAII OJ' ~- UCIIUD ~1 
I f 

J'BOKs jaerioan Dtbaaa7, Rio de Janeiro ,.1/ 
IO. s 88 

Xaroh 6, 1940 

Beterenoe ia IIW\e to •1 telegraa 79 ot llaroh l 

an4 to the Departaent 1 a .a ot Xaroh 2 and 61 ot llaroh ~ 

In oontil"'II&Uon ot the telephone oonnrsaUon I 

had With l'eh, the reaeon llbloh 1a g1Ten b;r Aranh& tor 

inoreaeing Grade IV to -66 peroant ia that he vae toroe4 

to do ao in order to paoit7 the J'renoh tor their loaa 

ot turther application ot t h e gold olause oonta1ne4 in 

trano loans. Inatea4 ot a one to tiTe ratio the J'renoh 

bondholders have been olalmlng a one to 13.8 ratio, an4 

to baok their olalma the;r haTe the 1928 deoision ot the 

Basus Oourt in their taTOr. !he Brasilian GoTel'DIIent, 

hovenr, ia inaiati.ng on the ona to tiTe ratio. 

J'or the purpose ot aaeting the inoreaee in Gra4a IT 

·and our IIUoh larger inoreaee, de4uot1ona vers aade troa 

the aaorUzations in Gra481 I an~ II in api te ot strong 

opposition troa the Br1t1aho All hae been prertoual7 

reported, the Gonr1111ent ot Brasil ia perteotl7 Willing 

to apan4 in the United ltatea an a4dltioaal tlo,ooo,ooo 
tor aaortuation ot dollar boD48 during the nan tour 

7eara. 
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.... 
.U I han prn1oua17 reported, we bold oJ117 311.6 

peroent (repeat 311.4 peroent) ot tu enure debt and are 

to reoe1Ye 38.9 peroent (repeat a&.9 peroent) ot tu 

pQaeDta to be aade, 11b1le the Br1t111h bold 60o8 (repeat 

60.8) &114 are to reoeln onl:r 118.6 (repeat 118.4); tu 

rrenOh ~.• (repeat ~.4) &114 to reoe1n 2.4 (repeat 2.6); 

an4 tu Dutoh .4 (repeat .4) &114 are to reoe1Ye .:5 

(repeat .~) 
• !hie aorD1ng Ar&Dha aade u tu proaiee that u 

woUld .Ue no obJeotloll to tu propoeed etat•ent to be 

ginn out bJ the Oouno1l, u wu eet torth 1n telegraa 

no. 61 trom the Departaent, dated Xaroh "• 

o.t.rn:ar . 

01 
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~.IBAJIIDlAD or maad ID'1' 

toa .Uer10&D labue;r, B1o 4e Janeiro 

JO.a 54 

D.U'KI x.roh 6, 1940 

D1eou. .. 1one w1 tb the Bondlloldere Oou.no1l are 

oont11N1ns; we hope that a :ta"YOrable r .. ult 111ll be 

attained toaorrow. Ye ehall eppreo1ate 1 t 1:t ;rou 

111ll tr;r to hold aattere open. lerhape 1 t would be 

poee1ble :tor Aranha to eeou.re ~thor1tr :troa President 

Vargu to aake the o:t:ter 'llheneTer the propoeed ueul'­

anoee :troa the Oou.no1l are reoe1Ted b;r Aranha. 
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WMHINGION 

In ropl7 rotor to 
Ell 871.&1&1/1&2 March 7. 1940 

The 8oorotar7 ot State preoonto hie ooapliaento to 

the Honorable tho 8eoretar7 ot the rroaour7 and onolooea 

tor hie 1ntoraat1on a paraphraae ot a tolograa dated 

Karoh •. 1940 troa tho Aaer1oan Legation at Buoharoat 

conoern1ng the currenc7 o1tuat1on 1n B•••n1a. 

- C'> ... 
-< r.. 

V> 

Enoloauro: .. 5i 

Paraphra••· "' ,..., 

,...., 
~ !ii 
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,., .... " or m,pq 

!o: 8eore'ar7 of 8'•'•• Vaah1ng1on 
rr.a: Aaeriou Loga,ioa, Buoharee,. 

J)atecl: Karoh -', li4o0, 3 p,a, 

Reo 1d: Karoh -', li40, 4:46 p.a. 

lo. 63. 

98 

On Karoh 3 legielation wae publiehed to be etteotiYe 
Karoh 10 abolishing the negotiable bouree and reeetabl1eh­
ing fixed rates tor thet rree ourrenoiee at a 5~ preaiua 
OYer the 1ottioial1 rates plue the toraer preaiua ot 
~. Xo ottioial nov ratee haYe ae 7et been ieeued b7 
the National Bank but preeuaabl7 the dollar Will be 
Yalued at abou' approxiaatel7 2ll lei 1nolue1Ye of the 

yar1oWI prea1~aa. 

Control of !aport and export peraite ie retained b7 
the K1D1e'r7 of rort1gn c-eroe, !he laUonal B&Dlt Will 
apparen'l7 handle tho tree OUl'l'enoiee aerel7 •• 4epoei~7· 

• !here ie no oh•nge in the ratee eetabliehed b7 treat7 
tor the clearing ourrenoiee. 

!hie obango ie equiYalent to u UD&daitted 40YaluaUoa 
b7 ~ of the lou 1n •• auoh •• the negotiable rate ie 
nov about 214 lei to the dollar. lzportere to tree uob•np 
00\IDtriOO, attar ~OJ haYe Ml4 - of their OXObeDI" 

to 
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w ~ laUoaal BaH -' 1•1, aow rooo1Yo aa &YU'qe of 111 

101 to tho 4oll&l'. rho now 1og1o1&Uoa Y1U iaoroaoo 

99 

their rooelpto b7 1~. ftloroforo tho rolaUYo bUJ1DC power 

of tho o1oar1ng ourrono1oo Y111 be 4ooroaood b7 that aaount 

and tho Gonaano .. , on that ground 4•en4 a further upWard 

roYa1uat1on of tho aark. 

..., 

• . . 

-· 
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TREASURY DEPARTMENT 

DAft March 4, 'l940 

S.oret-;t;genthau 

XI' . llaae ' 
' 

!he attaohed table• &D4 obart abow &D 1noreaee ot lJ ,OOO 
peraona 1n the nu.ber eaploye4 by the Work ProJeote Ada1n1etrat1on, 
troa Z,Jo6,ooo peraona 4ur1ng the week ended February 14, l~ 
to Z,Jl9,000 peraone 4ur1ng the week ended February 21, 1940. 
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~ l'llOJEC7I AJIIIIIII'I'll&tiCII 
._ber of Worbl'e ._loJet - WNJtlJ' 

VaUet ltatee 

101 

Weelr. bd1nc 
1939-4<> 

ta.ber of Worker• 

Ju1:r 5 
Jul7 12 
Ju1:r 19 
Ju1:r 26 

Auguet 2 
Auguet 9 
Auguet 16 
Auguet 23 
Auguat 30 

Septeaber 6 
Septeaber 13 
lleptaaber 20 
Septeaber 27 

Ootober ~ 
Ootober 11 
Ootober 1~ 
Ootober 25 

NOYIIIber 1 
NOYIIlbll' ~ 
NoYeaber 15 
Noyeaber 22 
Konaber 29 

Deoeaber 6 
Deoeaber 13 
Deoeaber 20 
Deoeaber 27 

J&llU&rJ 3 
Jaauar:r 10 
Jaauar:r 17 
Jaauar:r ~ 
Jaauar:r 31 

rebruarJ' 7 
rebruar:r 1~ 
rebl'U&l'J 21 

( Ia t!lo•Mil4e) 
2,}88 
2,290 
2,250 
2,200 

• 

2,082 
2,~ 
1,977 
1,~97 
1,,_2 

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

1,~Jll. 
1,~75 
1,~9~ 
1,901 

1,901 
1,929 
1 ,961 
1,9~7 
2,0~ 

2.0u 2,12 
2,1 
2,152 

2,160 
2,U9 
2,222 
2,~ 
2,265 

2,211 
2,3o6 
2,319 

Regraded Uclassified



1937 
JU17 
Auguet 
8epteaber 
Oct ober 
NoTeaber 
Deoeaber 

1938 
J&nU&l'7 
Februar7 
Maroh 
April 
Ma7 
June 
J U17 
Auguet 
8epteaber 
October 
NoTeaber 
Deoeaber 

1939 
J&DU&l'1 
Februar7 
Maroh 
April 
Ma7 
June 
Jul7 
Auguet 
8eptellber 
October 
lo1'eaber 
Deoeaber 

1940 
J&DU&l'7 

110111 PROJIC!8 AJ)UJIHR&tlOJ 
luaber ot Worter1 s.p1or-d - Koathlf 

Un1ted 8tate1 

Juaber ot Worter1 
( Ill tboUI&Ddl) 

1,569 
1,'40 
1,.51 
1 ,.76 
1 ,520 
1 ,629 

1,901 
2,075 
2,395 
2,~2 
2,678 
2,767 
3,053 
3,153 
3.~~ 3,r 
3,319 
3.~ 

2 ,986 
3 ,043 
2,980 
2,751 
2,600 
2, 551 
2,200 
1,M2 
1, 790 
1,901 
2,0211-
2,152 

2, 265 

8ouroe: Wort ProJeotl A4a1D1nrat1on. 

Month17 t1gare1 are weetlf tlgare• tor tbe latelt 
Wilt ot tbe .oath. 

The7 1no1ude Olrt1f114 aad aoao1rtltl1d worter1 . 
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I aeked General Wateon to ask the Pree1dent 1n 

lilY preeence whether be o. ~· d th1e and whether ·be would 

tell l'ateon to 1nto1'11 the Secretary ot l'ar and the Sec­

retary ot the NayY that 1t wae o. ~. and the Pree1dent 
d1d that at one o ' clock. 
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HI 'Jr: 

Onerl' t or : 

q>•Jrr 

Ohar t es 
Ed1Bon r 

h'" J r: 

E: 

"!!'Jr: 

Er 

''"Jr: 

l!"' J r r 

E: 

H''Jr: 

E: 

H!'Jrr 

£: 

!: 

Hello, 

Go ahead , 

Hello. 

Hello , Henry, 

Hello , Ohc rl1e. 

March 4 , 194o 
3:~3 n. m. 

How ere you, sir'l 

I'o all right. 

D1d you reo over f r o'!! church ell ri::rht? 

Oh , yes. '1'!-w t' 8 always nice . 

I recovered too. 

Good. 

I t hink t hat 1 s a 8l'te11 service. 

Lovely. 

SaY\ I called you 1n connec tion with this nowder. 

Yea. 

I understand t hat ' s O.K. to go ahead on? 

Well , the !'resident told '!le yesterday, he told me 
today, and he instructed General Watson to advise 
the Secretary of the Navy and Secretary of \far 1 t 
vas 0 , !(, 

Yeah , all r1ght , 

I mean the President told me twice . 

Yeah. 
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m:Jr : 

':' • 
~ . 

.,·vJr: 

H! 'Jr: 

E: 

,, .. J r: 

E: 

;r.:Jr: 

!!'' Jr : 

'<'• -· 
1-r 'Jr: 

E: 

Y.'~Jr: 

"'' -· 
H" 'Jr: 

E: 

E: 

109 

- 2 -

And told GenE'ral ~Iatson . 

1·/ell, \·1at oon d 1 d call me and I j ust vtanted to 
· be sure 11e were talking Pbout the same l!lemorandum • 

Well, I have a C09Y h ere eo • ..... 

I t ' s t he one thPt R1edale wrote t o you , 1en•t 
it? 

'rbat • a t he one thl'.t Snea r wrote to me 1n whioh 1 t 
s ays t he ~Tavy would g ive u" 600, 000 9ounds over 
f our mont hs . 

I see. 

Is t hat r 1ght? 

Yeah , t ha t' s t he one. 

That's ri«h t . From Duoont . 

Yeah. 

o. !(.., 

All right , fine; we'll «a phead. 

I ga~her you ' re -- you wanted to be sure , is ~~t it? 

I -- yeah, I don ' t like -- you know you get t h i ngs 
over the telephone -- "' e mi@'ht be sel1. i ng the 
\iash1ngton !!onuement. (Lau~hs) Some fellow talks 
about one t h ing ••..... 

t<o . 

• • • .•• • and I just wanted to be doubly sure. 

l'o , it 1 e baaed on t he Soear memo . 

'lihaU 

I t's baaed on Admiral Spenr•e memorandum . 

Yeah, t hat 's the 600, 000 pound one . 
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Hl!Jr: That 1 1 right . 

E: ).11 right, eir. 

!!:' J r: 'l'hank you . 

E: Goo~bY'e. 

Regraded Uclassified



HI'Jr: 

Arthur 
Purv18: 

'!l'Jr: 

P: 

H"Jr: 

P: 

lt'Jr: 

P: 

H'!Jr: 

P: 

P.!' Jr: 

P: 

lf!'Jr: 

P: 

ID!Jr: 

P: 

Hl-!Jr: 

P: 

!NJr: 

P: 

March 4 , 194o 
4:25 'O. m. 

Mr. Purvis, I saw the President today. 

Yes . 

And showed h1M the meMor~ndum tha t Adn1ra l s~ear 

had 'Orenared. 

Y~a . 

And -- on t he powder. 

Yea, air. 

And the President annr oved it . 

Oh. hurray l That is good o f you, and of h1m. 

And -- unhesitatingly, and he has advised the 
Secretary of War and Navy t o tha t effect . 

Good. 

Now , that affects , let's see , 6oo ,ooo pounds from 
Dupont on contract for t he Mavy •• • .• • 

Yes. 

• •••.• and a m1111on two of Hercul es which woe on 
contract for t he Army. 

Yes . 

Dell very to begin as of '~arch firs t. 

Oh, excellent I 

So-- now, if you oan • ••••• 

Yea • 

••.••• write a letter to the Hercules and Dupont 
and then get them to write a letter to the Army 
and Navy •••• •• • 

Yes , 

111 
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HI'Jr: 

P: 

H''Jr: 

P: 

H''Jr: 

P: 

H'~Jr: 

P: 

Hl·'Jr: 

P: 

HI~Jr: 

P: 

H'•Jr: 

P: 

H!!Jr: 

P: 

- 2 -

••.... it trould help, see? 

I shall • - I shall arren 1"8 that 1m"'edia t ely. 

I don ' t say tha t if you don 't do it you can't get 
i t, but it would hel~ us . 

Well, I shall - I ' m pretty sure I shall manage to 
get thAt immedi ately. And I 'm~ so gra teful , 
or oourse , to both. 

So the rest is un to you noli. 

112 

And nay I say one other thing. I also wee delighted 
to hear that we have a prosnect or getting throu~ 
on the t ax thin~. We haven't cuite done 1t ye t but 
it does look - - t hanks again to your help -- to 
as if it were ~!ng to be suooeseful. 

ltell , we had a neeting i n my office Friday from 
9: 30 in the morning ••••.• . 

Yes . 

• •• .••• until two o 1 clock. 

(Laughs) Will you ever be able to t;or k ror your 
own countr y? 

Well, I think I have -- sometimes . And at t hat 
t hi ng it was deci ded that if ~;e can give a ruling, .... 

Yea • 

•••• •• there is no reason why we can ' t give a closi ng 
agreer1ent. 

No , qui te. Well , or course it's going t o help 
enormously and it is r eally encourag i ng after - ­
it' a Just a little diffi cult time. 

Well • •••.• 

Mr. Secretary, one other t hing. There il some newa 
tha t Moneiour Pleven and •1 Jaoquin have ar-
r ived on the - - from the Clipper and are on the 
train on the vay from Baltimore here. 
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Oh, so. Oood. Now, just to po back a minute . 
That doesn't mean that if a com~any , ror instance , 
wante to settle a l ot of t hings which we wouldn ' t 
give t hem a rul ing on, we won't be able to give 
them any closing agreement . 

No, and or course tbat 1 8 What we 1 ve been tr~ing 
to drag knock down and drag out Hercules on. 

See' 

Yes , I -- I :t'ully appreciat e that point . 

I mean if t hey want us to pass on future anl~rie ~, 
we can't do anything 11ke· t hat . 

No , exactly. 

But i :t' we oan g ive a ruling , there ' s no reaoon why 
lie a an 1 t g1 ve a closing agreement . 

~/ell , I think that should be su:t':t'icient . It dotl 
l oolt to .me as i :t' it should work out all right. 

Well , it t ook a little time t o convince t he pso!)le 
around the shop, but everybody now is very happy 
and t here' s no bad reeling abo~t it. 

Oh , I'm delighted. 

There's no bad reeling . Everybody has agreed that 
that~s the t hing to do. 

Oh, thank you very much indeed , sir. 

And that ' s t hat-- and Collins 1a baok. 

Yea, he -- he rang oe th1a morning. Jfov, 111r, 
Be nr y Self, Pleven and Jacquin, I'll sure, would 
very q~iokly would like t o have the poeeibility 
of eee1ng you. 

Henry Seln 

Sir Henr y Self. Be 's the Brltleh •••••• 
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How do you e~ell that? 

5-E-L-F. 

J us t l i ke yourself. 

Yea . 

Right. 

He ' s the head of the Britioh end of it. 

liell , I ••.... 

And Pleven and Jacouin, of course , you know. 

tlell I 1 o anxious to see thee but they ought to 
give me 24 hours' notice. 

I ' ll a.rran'"e t hat . Now, t her e 's one other thing, 
l•r. Seoretnry. I have somebody here who would 
very IIIUCh like t o ha ve a worCI ~ri th you on the 
telPnhone . 

Right . 

Professor Ri et . 

Could he just have a oer sonal • ... .• 

Oh, surely. Surely. 

He 1 e in my office now. 

Yes . 

Hello. 

How do you do Professor Rist . 

Hello , l{r. Secretary. 

How are you'l 

Oh , very well, thank you. I am eo ~leased to hear 
yo\~ voice and eo ~leased to hear your voice 
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and eo ple&eed to be here and have an opportunity 
ot oall1ng on you as soon aa pole1ble. 

Yell, that will be verr nioe. 

I would be eo glad to have a ouiet talk with you. 

Yell, When •••••• 

Do you think 1t would be poeoibl• perha~• tomorrow 
atternoont 

Yell, thnt -- I don ' t th1nk eo, Professor Riet. 
I'm going to have to be a little bit formal about 
th18, you eeet 

Vell •...•. 

115 

I ' m afraid. I th1nk that -- I mean -- it you don't 
m1nd I think your Ambaeeador ie going to have to 
aek tor it tor the first tiMe. 

All right. 

You eeet 

All right. 

I think tor the t1ret time, I think I'• going to 
have to uk, it you don 't 11ind, that your Ambe.•­
eador arrange it. 

Not at all , I'll do aa you like beet. 

And After that we won't have to be eo formal. 

'l'hank you. 

But the 1'1r1t t111e I'• atra1d I ' • going to han to 
be a llttll tor.al. 

Verr well, Vll!.rJ wll. 

But th11 -- I thlnk :you underatand. 

I UJ148Ht~ perfectly, Mr. lleoHtarr. 
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So 1f your A~baesador will arran~ 1t, Why I ' ll -­
I ' ll be very ~lad to . 

All right . I 1 ll see him tomorrow morning. 

Thank you. 

!!ay I ask you to pr esent !!IY respects t o Mrs . 
Hor genthau. 

Thank you . She'd like to see you very much when 
you 1 re here . 

Thank you very much. 

Goodbye . 

Here is " r . Purv1s. 

Than!- you . 

I just wanted t o say, 
Ris t and Mr . Jacquin 
as you know -- one of 

Yes , 

J.!r . Secretary , tha t Professor 
both arrived thi s morning, 

~hem a t least • •..•• 

And that t he olan or - t ha t I was go in~~: to 'ore sent 
w a a to ___ .:_ 11' it were conV.nient -t o :rou, to run 
down -- i f it ha~~ned to be convenient toni~t -­
and t oll you, say, for five minutes tomorrow vbat 
was in t heir "inds , with a view t o perhaps arrang­
ing a ·nrogram or meeting ottioiall;r. 

\'Tell , What I told Professor ,lUst we.e -- hello? 

!'ea. 

The tiret t1me he saw me he ' d h&Ye to do it through 
his A"'baese.dor. 

Yes . 

Af t er that I vouldn 1 t han to be 10 t ormal. 

Yes , Yes . 

But the tlrst time I 4o want the appol nt aent arranged 
b:r hi s Ambaeea4or. 
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And may I ask one other t hing •••••• 

So if - - but 1f you're in town tomorrow I'd be 
very vlad to see you. 

Good. 

And you want an ~ppo1ntment no¥1 

If it would suit you. 

How about three o ' clock? 

Fine . 

Is t hat to~ 1 ril!'ht? 

!' 11 be ther e . Splendid. 

Fine . 

Thank you very much. And on the other question 
of -- I -- we ~till simply arranp;e that in such a 
way that you -- you and I have the t alk first and 
then it's-- the Anbaseador is to present them 
f irst , Is that 1t? 

Yss, that ' s 1t. 

'l'hat•s .1t. 

That 1 11 ' r1c>:ht . 

Very good . 

I-- I have to •..... 

111 

Have you any feeling -- aue11t1on at all - - ot course 
they vill also call on th~~.~t&:_,Department too. 

Yell, ot course, they' re Ia ored1 tJ to their Emba .. y 
eo they'll haft to call on t he State Depart•ent. 

Yea. 

You see' 
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~fell , we' ll have a word together then on that at 
three ~.~.tomorrow! 

Yee - - I "eRn, there are certain toroal1t1ee that 
they v111 have to go thr ough. 

118 

Exactly. R1p;ht. Thank :rou ver y MUch, l~r • . secretary. 
I'll see you at three p. m. 

'!'hank you. 

Goodbye . 
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SECURm ES AHD EXCHAHG£ COMMISSION 
WASHINGTOH 

The I!onorable 
Henry Korgenthau, "r. 
Secrettry of the Treasury. 

Dear Henry: 
' ' 

llarch 4 , 1940 

Peraonal 

• . I have writtert. yeu ~bout tour letters, al~ ot 
·which I have sllbaflquantly thrown into the waate­
paper basket • • Th~y -~~·to d6 with my peeve at the 
way you publicly oparmed the SEC in your letter to 
Senator Herrle . 'Bowever, aeveral things have 
hAppened recently: I hAd a · touch of flu and my 
physiological fever burned ott my emotional high 
temperature. Then the court appoint~d some bang­
up trueteee. And finally, thi.e morning at church 
I was much impreaeed by the praler, -neliver us 
trom trettulneee and self-pity. I took that to 
heart and there! ore am laughing at ayeelt. Per­
haps you and I can have lunch together eometiae 
soon and laugh at one another , 

Sincerely yours , 

kr::a:nrank 

, 

• 

119 
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Hello. 

Oo ahead. 

Hello. 

• 

Karoh 4, 1911<> 
lOrOl a.a • 

All right , Henry. How are yout 

I'm all right . Bob • • •• •• 

Yeah • 

••••• you know we've got' to go to church today and 
everything elee, and I wondered whether you would 
mind ~utting this meeting th1e afternoon ott tor 
twenty-tour hours. 

Yell, I ' ve ~t a meeting, let •e eee -- with the 
Attorney General tomorrow. I think -- I believe 
it• a at one o'clock. Let me eee. It would be 
all right to have it tomorrow just so it doeen•t 
contlict with some other appointment I've made . 
Just wait one second. 

1111 va1t. 

(Brief 'Oiluae.) 

I 1 ve got an appointment with the Attorney General 
toaorrov at three o'clock. Juet eo it doesn't 
conflict With that. Could you do 1t in the 

·morn1ngt 

Now, let me just aee a minute. (Brief pauee.) 

Do you l1ke earl7 appointmentet Hov about ten 
o'clock toaorrovt 

'!bat would eui t me, ae tar a e I can tell nov, 
al.l r1gbt. It Will be f1ne. 

How would that bet 

'!'hat Will be all right. nne, thank you • 
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Yell, we'll lUke 1t ten to110rrow u4 I'll get 
word to theee other people. II that all r1gbtt 

All r1ght. !'en o 1 oloolt to110rrov 110rn1ng at your 
ott1oe. 

'l'bank you. 

All r1ght. 'fhanlt you very IIUOb. 

Goodbye. 

Goodbye. 
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!01 .U.r1oaD lab .. ar, B1o d1 JaDa1ro 

10.: n 
D.u'll Karch 4., 1~~ 

Betanno• 11 11114e to the Departaent'• telegraa 

no. 4.8, dated Xaroh 2, & P••• 
The aeet1ng ot the &xeoutiTe Oo.atttee Wbioh had 

been aet tor toda7 wu not held. Honftr, llr. Wh1 te 

waa in Vaahington toda7 aDd n 41aouued Ter1 tboro'll&hl7 

w1 th b1.a all a1p1ot1 ot the Bra1.1l1an debt ai tuat1on. 

He 1t1ll teel1 that the Bral.1l1aD propoaal il illadlquate 

w1 th reapeot to the total and i1 unaathtaotorr in i t1 

41etribut1on between dollar and aterl1ng bonda. 11noe 

it il rour Judpent that th11 i1 the beet otter that il 

aTa1lable 1n the preaent o1rcnaatanoea, 1t 11 the T11Y 

ot the Department that 1t 11 dea1rable to clear the Y&J' 

to the bondboldera. We t1nall1 worked out an agreement 

! 22 

w1 tb llr. Wh1 te that 1t the Bra&1l1aD Oonrz~~~ent prooeede 

w1 th the otter exaour aa 1 t 11 outlined 1n rour telecr-• 

no. &3 ot the 18th ot rebruar)' (aa aaended wUh nterenoe 
the 1eoond p~ Ot 

to Gn4e III b7 rour no. 7l. ot the 24.tb) U4/no. 78 ot 

the ~tb, the OounoU, without pua1q 'lipon the aer1tl 

ot the propoaal, would br1q 1t to the attenUon ot the 
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boll4hol4era ill tha foUo'll1ag laDp.agea 

'Wlthout pua1ag 1n aliT WQ on the ael'1ta of 
tho Bras1Uan propoaal, 11h1ob wu not usouatocl 

123 

'bJ' it, tho Ocnmo1l l1111ta ita oo.aent on tho pro­
poaal of tho Bras1Uan Goni'IIHnt, raoe1Yocl thl'ol~F 
tho Dopartaent of I tate, to tho reaark that neso­
t1at1on at preaent would ae.. to bold no faTOrable 
proapeot of obta11l1ag &117 better offer. '!ha OoWioU 
auat leaYe 1 t to the bonc1hol4era tQ 4etera1na 
Wether or not the7 '111ll aooept what 1a now offel'ocl. • 

When 70u oonn7 th1a lntormat1on to tho author1t1ea 

1n Braa11, 70u 1147 llake 1t olear to th .. that the Depart­

aent baa exerted 1taelf to tho sreateat extent poaa1ble 

1n order to aeoure th1a poaa1ble &l'1"&11g01lent bllt that 1t 

1a not at all eae7 for tho Couno1l to refrain froa a8k.lag 

anal7t1oal o-ent '111 th referenoe to an 1aportaut offer 

Uke th1a. 

'!h1a arranpaent auat be auba1 tte4 b7 Ill'. 11bito to 

the Kxeout1Ye Oc.aitteo of tho Ocnmo1l for oonf11'11at1on. 

'!h1a be 1l1ll t1'7 to do ae oarl7 ae poaa1ble toao;noow 

aorll1~'bJ' one o'o1ook at tho lateat. 

'!ha etateaut aet out abon 1a tho beat n Yore 

able to work out th1a attOI'IlOOJl. It 1a not our '111ah, 

naturallJ, to llake an· lane ot a phraae; aooor41JICl7, 
n would be ~ 11' ns to eagap 

1t 1t 1a noooaaars/1n further 41aouaa1ona '1111:h..roto:raoe 

to tho text. 
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STRICTLY CONFIDENTIAL 
• TREASURY DEPARTMENT 124 

....., .. Jb', o.n-

ottlotal -.1 .. et ~uu .-- .. , .. ~u •• ...._ .._ ..... ts.c 
o!Ur etfeotho h~ 191 

lo. of Dan• ......... ~ •• ,..., YaJ. • htalecla of 
ltlA !!en1 lolA .~Is'! !tJ' W•!tlA 

J•Wur7 
22 12,000 llcJ5,000 111 111 

~ IU Ill IU 111 
IU B'U Ill 111 

26 1,500 
"·~ ·•u IU 

27 13.700 271. Ill ft1 
28 27.090 1.U5.,u IU IU 
29 27.800 710,.} 111 IU 

IW'oll 
1 ,,,00 170,.}90 Ill Ill 
2 200 '·'" Ill 111 

fOUL .,,,., 2,717,107 IU 111 

llr. l'taMd h11f' ..... U.l.5 w. '·~···- •• lot-a. \JIM Ill w Jut roool..WIIll ts.nt a.,.n tna ar. QUfiM, *1A w llola ...-neA la 
aooor'="• wt\ll • ' •••="• w- Jtr, Plalat -.4 _..u, la ......,. •• 
u.l.OI of PI WftM -sUolo fUfa4 OM&iu a .... l't .U J'rUir icpO 
..Ubc \llo JCIIIIII fit •• _.eA MlM tanac tM pnoeAt.c wok, 'llalot • 
- noet..W l!r tJae :Ink of .. .,,.., B'b ts.nt repon .. a \otal. et 
.5,000,000, for \Ill ,... oal.o4 hlii'Url' M. U 11 •• poMlUo to rnaMllo 
\1118 "-" wttll .., otlllr fttla'M w ~aft, -.. lt cln• u - •n tati­
Uoa u to tJae GMt ftl- fit tr • rtl-
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TREASURY DEPARTMENT 125 
l~lt-01'1'1C& COMMUNICAT10N 

DAq lfarch .. , 19110 

llr. Coobru 

CONFIDENTIAL 
Ae ecaillat Sa~' • c1oa1J1C rate of 3·92-7/8, aterl1JIC fell to 3 . 91 1a Allllter4u prior to tile Jrav Torlt oplllliJIC, !be initial q110tat1oa hare wu 3.91-1/ ... JJ.tbml.&h a quilt tone pra'r&11ed 1a till ..rket, De"rartllalaaa, till turnonr in oterlint; tor a wllk-dq wu craat~ iJIC%'aaaa4. !be rata adftlleed 4Dr1JIC tile 110rnias to a llicll of J,'Jl,..Jj/8. Later on it auld 8114 till clodac quotation wu 3.91-lf ... . 

'l'he decline ot 1-7/8' in till quotation in .b8terdall probeb~ renltld troa the circulation of a report that l11portant MUUrea tor U&hteniiiC ':Bri tiah torei p exch•nse coatrol would eoon be 1ntrodllcl4. It wu reported b:v Dow Jonea that tile llr1Uah Control will ahortl:v rlqllira :Brit1ah ~rtara either to in"rOice coodl ia one or the other of the principal tora1p currencha, auoll currenciea to be 4._ ll'rerld to the Control acaJ.not the aterl111C equi'ralent or , it coodl are i~m~iold 
in aterllnc, Brithh aportara will ha're to pro'rl that the aterllJIC llu 'b- 'bollcbt at ot tlcial ratea 8114 not in the tree aarket. It 1e belie'rad that theaa •UIIJ'el vill lip])~ both to Ore at Bri taln and tile :Brit lab ~ire. 

'l'he J.uterd.am toreip exchan«e aarket mdentl:v interpreted thia report u a bearlah factor tor aterl1114, in that nell .,.aaurea would radnce the dlalld for that c:urreac:r b. the hee aarltet. !bat a beariab coiiDOtation waa alao placed 'llpOn tlla report ill Jr11W Torlt h ~·ted b:v the hea"'7 aalea b:y toraip bank• wllioh occurred here. More than ottaett1114 auch 1 alee , howe'rlr, were oonaiderab~ ezpu414 par­cllaaea b:y eo-ereial eoncerna. It 1a poad'b1e that auoh ooneerna aoacht to eonr their requireaenh owl~~& to the tear that dela;v wonl4 neceaal tate their piO'iac the official rate, or that farther :Br1 tlah Control aeuurea al&ht reaa.lt 1a the blOckiJIC Of I hrliJIC baliUICel • 

In a441Uon, weelt-en4 e"ranh in the a111ter;r and na'ral fieldl ~ han aer'rad to intenaif;r the teel1JIC abroad that a aore acti're war h dne to de'ralop 1a the near tu~e. 

Salea of epot eterl1ac b7 till aix reportlJIC 'banlta totaled "36,000, troa tile followiiiC IOVCIII 

B7 co--.rc1a1 ooaceraa ••••••••• •••••••• ••• • ••• •••• • •• •• • • 280.000 :B:v forai p 'blillltl (South Aalr1ca, :a&rope and J'ar Zut ) ... 1. ;s6.ooo 
tow ••• · ·' 6,000 

hrchaaea ot epot eter11JIC aoutld to 1.151,000, u 1D41oate4 Nlow1 

~T oo--.ro1al oo.aeraa •• •• •• • ••• ••• ••••••••••••••••••• •• • 61- ,000 :B:v forei p 'bMitl (:IDrope, lee Zut 8114 J'ar ... , ) ... . "';'-~1-"i: 
tow •••. 
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!be tollotd.ac rtlpOrllJIC 'llpb ool4 oot\oa ~ll• t"-l.lJIC 1.2),000 t o the 

l!:rUhh Coatrol oa tho lluh ot tile .tflobl rate .t ~.02-l/21 

m. ooo 117 tile Oaaraav tr.lot c I'«V 
10,000 117 tho •uou1 OUT Juk 
1,000 117 tile 011o .. •uou1 Juk 

1.2), 000 !o'-1. 

In ooatraet to tho 4ooliu 1a the norl1ac rate, qutaUoao tor the CoaUaoll\al 

eurrenclu were otea4;r . !he ~ach fraac u4 the C4aa41aa dollar opin IIOTed 1a 

q~~p&\117 wl\h nerllJI&. !be oloouc rate• tor theM aurreDClee wore ae follow& 

7reach truce 
QQ114ere 
8w1e • truce 

~· c-..... , ... dollar• 

• rrl2l..Jj /8 
.5)1~ 
.2242-l/2 
.1691 
l)-7/sf. dhcouat 

Ye pu.rchoeed $15, 000 ,000 1D cold troa the eararbd aocolUit ot the llaDk of 

J'r&DCe. 

Ve aleo purchoeed $3 ,500, 000 1D cold troa the -.r.arbd acCOWit of tho Central 

l!:enk ot !'ll.rlte7. !he 7ederal ll .. ern llalt .r •ew Torlt 1Dtoraed ue that \he !arld.eh 

llank 1at~e4 to ueo the proceed• to pq ott $3, 500,000 ot the eeaeoaal loaae MAle 

to 1t by the l'ederal. L1qu14&Uon ot \hh -•lmi lMTU $2,000,000 ot IIUCh loaae 

outatandlnc, eeaured b7 $2, 222,000 1a cold. 

!be 7e4eral li .. OM'e :a.:ak of • .., York reported the follcnr1nc ehlJIIIODh .t COld 

t roa 11141&, which were ehlpped by \he •uoaal CU7 lluk, lloabq1 

,000 ooaolped to the .Aaerloml !'rue\ Coiii()IIJll', &ul l'raachco 

cone1CU4 to the •uoaal C1t7 llmllt ot •ew York 
total 

The ehipMnt beiDc ••t to &ul J'raAcleco will be eol4 to the U. S, 111Dt there, 

&114 the one cou1pe4 to ... York will be eold t o the U. 8 • .be&T Office. 

!he State lleparbct tonvded to ue ca'bl.ee etaU111 the\ the tollowllll col4 

ehip-h would be ...te: 

$ 7, 611!,000 troa JD.nnlla, ehlppocl 117 t he c--Mlth Juk of .Autralia to the 

l'ederal lle1one lluk .r &ul l'ruohoo, 
3 ,362,000 troe llwiherlud., ropreenUac ho ehl,-•h 117 t he Credlt 11111 .... 

larich, to \lie Gaaraat7 ~ 0 Pill'• ..., York. 
2,947,000 tn. lwUs•lud., ehlppocl _, the llw1•• Ia* OozporaUoa, luioll, to 

lh •• York acac7· 
727,000 troa •clew!. ehlppocl 117 .... e} lloatap .. eo .. :Lond.oa, to \lie ...... 

~ C...'V' •• .., York. 
21W,ooo tn. _,._. ehlpped 117 - al lloa\aCil .. Oo • • h 'n. to tile aunav 

!rut c.. , •• York. 
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1,-,ooo troa .lllaVaJ.la. Di_.. lr • ._. .t ._ .... M• to u. ....._ 
!rut o •• .., ... J\; ·-· 

'f9,0<XI troll bsJn', .,., •• - u. ......................... ., 
.__,._, ... Yoa. 

:r.$1""'5-;,1-;:;51;-,000~ h\111 

!be lhipeatl &bon wUl lie Ml4 oUbar to ''- '0'. I, llat la lu J'ruolooo or tU 

u. a • .Uaq Offloo at ._ York, -uac to tulr lootl•Uoa. 

!be l'ect.rol ll .. orn luk ot ._ York rMOln4 _,.leo troll tlw ~.1.1. 1111 t~w 

Bull: of !.atria, Hq11nUJIC H to IIPPl.T tor a uo .. o to v-for llppi"'d~ 

16,250 -•• ot pl4 (a!IGIL\ t569,000) froa 1.1.1. Aoooa' fe to U. Mana\ ot 
the Bull: ot !.atria at the l'o4Rol a..- Jail:. li,I.a • .&o-\ fe ll pl4 CIWII04 

'b7 that lnatUuUoa. !be fr0&1111'7 cruhcl. poraluloa to tlw hcl.orol to 1111b 'llh 
tr&Difor. 

Ia a roper' troa tbl l'l4erol a.eorn IIU: ot •• YNk abowiac 4epoa1to tor 
accout ot .lalo u roportocl. liT \lw llow York .,.acln ot Jep•na \&Db oal'o'"-7 28, 

euoh depodh totolod $JS, 7114,0<XI, a cborouo ot $1,026,000 al.aoo $Ill loa' report 

p of :re'bruar7 21, Ot thie _,, t26,21111,000 rjlproaoatod t.poe1t1 with the 

Tomhaaa &pooh llull: '117 He 'br&Jic!lla la Chia. !Ill "'rtrlltt oa the 'boob ot \he 

Tomh&aa llpoola IIU: la •• York tor aooout ot U:e blocl. otfloo la .Jepa -
$16, 725,000, u 1Dcr-• ot $3,255,000 dace :ro'bruzT 21. 

!be Jo•q aUnr q110tat1oa wu 'IIDO!IIacod at ID oquiftloat ot llo.67tl• 

Ia a tlllD ..rklt, the Loa4oa tlldac prloo for epo' eUnr roeo 1-l/164 to 
21-1/114, 8114 the forward pt&Uoa 114-od 7/14 to 21-1/14. ~ '0', fl. oquiftloa'• 

..,..,. 37 .~711 u4 37·fMI· J.por\1 troa I.oaloa atat114 \Ia\ aaoll 11poc1 le\lft _... 

aD4 'bear conrlJIC wore _..,_.114 '117 a llborqp ot ellnr otforlaco. 

Baaq aa4 .. m'• 8114 \lw ~·· prloeo for forolp dlYor .._­
chaDce4 a\ ~3/'lftl 1&4 35tl roopooUnl7. 

Va ...t. alae parollalol ot .Unr to\ollac 6;!5,000 -'IIIIUr tU IUnr 
l'larcha10 .&.ot. Ot We -t. l.OO,O<XI _ .. roprn•'ll4 a aolo fna "-'-17 
'b7 ou of tba ntWac oo•n'• 8114 U. r m h'ac 525,0<X1 _., -lltocl. of 
MY pro4Datloa troll forolp o.Mrloe, for fwwl. 4ollftl'7, 

Mr. raoa \ol4- tlail ~·-of 'he noolp' of. oa111oc:r- , .... * .. 
ot huco roquatlac t1w apn'ac lit a 1 P ..uia aan~~~:a\, lata wtalollw• to lie 

tnutorrol. • WUol -' ot 1,661,000 --· ... I'IIMI tla1 •• Ude -
prao -17 oo• 1\ol. with •~w- arz a ''-'- •~w llliU: lit Jla w 1111 t~w 
lr ,., !rl& lli· 
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STRICTLY CONFIDENTIAL 128 
TREASURY DEPARTMENT 

.....,., llr. Oocllna 

llr. v. a. .Johuoa, JlepoltT C~adoner ot o..toaa, tel.ap>v-'84 .. at .., 
ho••' 9r30 Sa~ alpt, ICarOb 2. !I.e a\&HA lh&t Ule ai.-.llip ·~ 
ba4 arrln4 1a Bo110lul'll wUh $10,000,000 td h'lUah p14 oa 'llo&r4 un1ae4 
for T-ounr, witlacnR thh pl4 ~~ppearlac oa tiM ahlp1a ..tt••· Ooa­
••'l'MililT, 'lllll!ft .U.l'l- npl&Uou tlw ahlp 11114 tiM pl4 "" n\J.ot to 
ubva. llr • .Johuoa tol4 M tlwi lw oould. tMa oar. ~ ilw Out- IIIICl•· 
l!e w.Dted. to ll:aow, llowonr, lf thon ,... ~ 1'ro&e1ll7 pollq -*ter la'I'Oln4. 
I naeatod. pla;fbc tiM Mthr d.owa u each u poulUo la now of nr a-. 
l ..tce of BrlUah -rHT with n,.rd. to tlw pld. ahlpMah 111dah thaT aro 
now llllldiiC to Wa -u,.. I upl&laod. the •ner la wldch d.lroci ahl,._h 
betwn hcl""' Nil • ., York aro aow 'bolac ...S.O, with ao -' ui&lle tiMro­
ot beliiC oalllod. la ad.- aa4 with tho i*'ac O'U of conplar lanlo .. poot­
poud to the loapn poul\lo lop.l llalt of u... 1lboa )(r • .Jp!m- MIDod. 
U' he ahould. coU'IIJ.t ~no ob• ln tho frOM1ll7, I told. h1a tllat Aadat&at 
Seoretar,. Outen aboul.d. 'bo llllforMd., but tbat tl» l&ihr wnld. aot h talll&r 
with tiM colllflclatlal d.ot&lb of tho lrlUah pncod.vo ill ahlpplac pld.. 
Mr. Johnaoll atatod. tbat I» would. cell Mr. Outon. 
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HMJr: 

Operator: 

Hl'Jr: 

Marriner 
Eooles: 

I!MJr: 

E: 

l!HJr: 

E: 

R!-'Jr: 

E: 

HMJr: 

E: 

HMJr: 

E: 

P.MJr: 

E: 

HMJr: 

E: 

Hello, 

Obail'lllall Eooles, Oo ahead, 

Hello , 

Hello, 

Marriner •.....• 

Yes, Henry • 

Karch ~. 1911<> 
JzlS P••• 

•••••• I got my letter baok tro• the President 
and aoroes it, 1 H.M.Jr., o.r., P.D.R.• 

Tee. 

I don 1 t know whether you heard or not. 

No, I haven't heard anything. 

So ••• • •• 

Would you do this: Would you -- would !OU g1Ye 
me -- I meant to ask you before we lett onr there 
and I for got it. Would you g1n • a oopy ot -­
ot 1he 11er~orandU111 inas.uoh ae it elt!)reeeed IIY 
neva ..... . 

Surely. 

•••••• with reterenoe to aspects ot itt I'd Ju•t 
like to haYe it tor the tile. 

! 111 baYe it -- the Whole -- with hie O.K. on it 
photoetated. 

D14 JOU wr1 te hill onet 

129 

No, I 414n't Yl'1te h1a one. What I -- :rou kDoW Qui 
one t&at Oarry •••••• 

• 
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li'~Jr : 

£: 

!!l!Jr: 

E: 

~.•Jr : 

E: 

li''Jr: 

E: 

H!!Jr: 

E: 

E: 

11!-!Jr: 

E: 

HMJr: 

- 2 -

I didn ' t know Whether he wae writing it tor your signature ornnot. 

Yes . Yee, it was for bot h of us. 

Well then, oould I have a oooy of t batt 

Yes . Yes, you oan have one . I' l l -- I didn't -• 
I' ll have Curry send it to you because be had 
preoRred it. It wa s written right at the Whi te 
House, so I ' ll call him up and aek him to send 
you a copy of i t . 

~1111 :vou, and I'll have thie photos tated and sand it over. 

Yea . 

Now, What we 1 re goi ng to do is go ahead at four 
o' clook . I ' m going t o tell the press that we're 
goin~ to r efUnd the note wlth a note. 

Yeah. A t1 ve-year? 

I -- well, I ' l l say a note. Five-year -- I mi ght 
as well say a five-year and give the market t he 
Whol e thing. And t hen • • •••• 

You ' ll orloe it, of course ••••• • 

I von•t put a coupon it, Marriner, because I .• ... . 

No, but you will or!ce 1t a l ittl e later When you 
Jae t be tore you have to put it outt 

Well , t hat•e What -- I ' m oalling you nov and I 
wondered whether you t houPht we ought to haTe an 
Ooen Market Committee or Whether Just you and I 
should get together. 

Well, ae a aatter of taot 1t 1 e -- 1t isn't any 
problem at all 1t you're going to determine on a 
f1...-year note. 

Yeah. 
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HMJr: 

E: 

HMJr: 

E: 

!IMJr: 

E: 

H!!Jr: 

E: 

!ll'Jr: 
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E: 
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- 3 -

And the amount ie definite and tt•a a refunding 
ieeue -- 1t eeeme to me tb~t 1t'• Juet a question •• •• 

•••.. • ot a ooupon. 

•••••• or prioing it, and I wouldn't 
the com~ittee vas neoeeearr at all. 
question of' bow much -- how muoh of' 
want to gi~~ them. 

Well, 'I • ••• • • 

Ien•t that r1ghU 

think that 1t 
It•e juat a 

a prem1 um you 

Yseh, I thou~t on Wednesday we'd decide 1t. 

Yea. 

On Wedneeda:r. 

Well , 11' -- if' you want -- if' you want to d1ecuee 
1t with me or the Committee, I ' ll be glad to oall 
them. OeorBe, ae you know, ill away. 

So I gather. 

8o -- or I'll be g1ad to do thie: I'll be glad to 
either come o~er or to call :rou up then after I 
ha~e a ohenoe to oheck into tbe aarket and gi~ 
you m:r ideae as to -~ ae to the rate. 

Well, 1t would be either Tueedar afternoon or 
Yedneeda:r morning. 

Yeah. 

And could I get 1n touch with you t0110rrowt 

Yea, alr. I'll ••••• 

ID anr e~ent, I wtll call )'OU toiiOrrov after lUDoh 
aDd tell 10U the war 1t loon atter tbe arket 
oloeea, aDI! tall )'OU hoW 1t looka to ua. You aeet 

Yell then I'll be prepare4 to lift ~., rtw of 
the tblDSo • 
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Hl!Jr: 

E: 

HHJr: 

E: 

HJ.!Jr: 

E: 
• 

HMJr: 

E: 

m.tJr: 

E: 

H!!Jr: 

E: 

!D!Jr: 

E: 

Jl!.tJr: 

E: 

~Jr: 

-'-
Yeah. A• eoon ae the urltet oloeee toaorrow I'll 
gl•e JOU a 1"1111J. 

!hat 111 be three o•oloolt. 

Yeah, 

Yeah. 

It 1 11 be between ••.•••. • 
Wel l then it'll be -- there'll be no need ot ue 
aeet1n~t. I' 11 81•e you •:r •lew at the eame t111e 
and lt 1 t•e eometh1ng I want to dieouee, Vb:r then 
we can poeelbl:r 111eet atter, because you von• t want 
to sake the announcement untU Wedneeda:r. 

Well, the announoe•ent tor the refunding V111 be 
1n 'l'hureda:r mornln~' e -oapere. 

Yee. 

And we're going to -- we thought we'd 81•e them 
'rbureda;r, Frlda;r and Saturda:r. 

Yea, 

But we ha-.en • t got 111110h U•e -- I mean, 1:bat1 
• 

Vb7 I wanted to do lt at tour o'clock at •:r 
regular "!)l'eU conference. 

Ua-ba. 

So I'll Juet tell thea at t our o'oloolt lt•e golng 
to be a retull41ng; 1t • • golng to be a note • and 
lt'• golng to be a fl•e-:rear note, alld ve•h ..... 
And ;rou111 glq tbea -- aJI4 :rou•ll let th• mow ............ 
......... ooupoa. 
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E: 

E: 

H''Jr: 
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• •.•••• the coupon tomorrow-- or Thursday. 

Thursday ~ornlng . 

Yem . 

Thursday morning . 

Say, on th1e correspondence that you and I have 
been having, you know over t h is Lasser letter. 

Yeah. 

I -- I got vour letter and I - - I want to -- not 
tha t I trant to carry on a -- an endless corres­
oondence over a t h1nP- of t ha t sort because it 
doesn ' t ge t anywhere: 

That's What I think. 

But -- but I -- I -- there are two or three pointe 
you nake in your letter that I -- that I !eel 
tha t I s hould let you -- let you a t least get my 
uoint ot view on that eo if I should send you 
either a menorandum or another letter covering 
those oointe I -- I want you to know that it isn't 
because t hat-- that I ca.n' t call-- don't !eel 
I can call you uu or talk to you about it, but 
ina smuch as it bas been done by correspondence 
-- and I suooose I ' l l learn one of these ti~e• 
to QUit wrltin~ letter s. I,,,,,, 

Are you in a good humort 

Yes oh , yes. 

Then I say, I doubt it . 

Well, the -- the -- What I aeant vae to you. I 
should ha•e nut that on it. 

Well • ••• • 

Because What I should •• •••• 

!33 

That's all right . Well, Marriner do whatever -­
do Vbete•er makes -- Whatever makes ~ou !eel benny. 
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Hl'Jr: 

E: 

H!'Jr: 

... 
~ · 

H!'Jr: 

E: 

HJIJr: 

S!tJr: 

... 
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It you want to write me another letter. Write me 
another letter . 

Well, I - - (LaugbinRlY) I think I 1 ve -- I think I 
oight need to oomolete the record. 

I don't think you r ealize bow upeet thie whole 
buaineee the last day or two has been t o me . 
I mean -- and so I 1 ve always eaid and I 'll say 
it aga1n, as tar as yourself and myself is con­
cerned, I think fundamentally ve are interested 
1n the welf ar e or this country. 

There isn't any ouesti on about that. 

And I think it' e unfor tunate that all or t hese 
things haooen which make it eo difficult tor the 
two ot us to work shoulder to shoulder, because 
t here are so many people that are against both 
of us. And •. • .. • 

'fell, I -- I suooose that that may be true, I 
don ' t know. 

But I suooose that each or ue are individualists 
and it's dittioult for us t o see eye to eye. 

Well, whether we see eye to eye or not - - nov, 
Dan -- Dan Bell and I ~et alon« oertectly and Dan 
ad I disagree thorou¢ly in a lot of things, but 
--but we both -- we get along admirably. I 've 
met with Dan, as you possibly know , the last 
several weeks a good deal and we 've been die­
cussing th1e Whole ••• •• • . 

I know • 

•••• • • Bank or Aoerl oa situation and ve•ve gotten 
along eplend1dly working together. 

Right. 

134 

And I -- I reel I oan get along vi tb people even 
though ve may d1eagree -- 1 t' • an honeet 41eagree­
ment. 
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1{!-'Jr: 

E: 

~·Jr: 

... 
~ · 

Hl'Jr: 

! : 

Rl!Jr: 

E: 

H!!Jr: 

!;: 

~'Jr: 
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Yeah. 

And -- and I don ' t take an:r - have an:r t>ereonal 
feelingl beoauee eooebod~ dieagreee with me. 

Yeah. 

And-- well • ... •. 

Well anyway, if you feel you 1 ve got to do another 
one, O. lt. I wieh you wouldn't thou~. 

I -- I Just -- I Just - - in doing 1t I wanted to 
say something personally firet, however, beoauee 
I didn't want you to think that it wae -- there 
vae any strained feeling by reaeon of the faot 
that I wae writing another letter, and I oroaill 
you after th1e instead of writing you letter• I ' m 
going to oall you up if I have any •••••• 

o. It, 

• • • • • 0 -- any d1eagresmente • 

All right. 

All right. 

Thank you. Goodbye, 

135 
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t.-..,'Jr: 

O...l'r~tor : 

'"'Jr: 

"Prv1n 
Jones : 

J : 

'-" 'Jr : 

r . .. 
W'Jr: 

T• ' . 

J : 

~'Jr : 

J : 

:-··"Jr : 

J : 

Hello. 

l'aroh 4, 194o 
3:;4 'O .m. 

Congreeennn J~nes. C~ aheR~ . 

~ello . 

~ello , Henr y. 

P.o~! a r e you , " nrvin? 

Oh , I 1 n ryretty ~ood . I ' ve had t he gri n pretty 
bedly but I ' ., about over it now. 

·:ell , ~rhy <Udn ' t vou I!O down t o Texns and cret 
over i t ? 

136 

\'.'ell , I t hin c I 1 n so1n<r to hnve to i n e f'et·l dnye 
i f I don 't ~>e t this t hront olf'Pred . 'Y "- t hese 
tubes , you know , have Port of l\Otten sore on ne .••.•• 

I see . 

.. ... and t hey bot~er . 

What I tmnt!'d t o t el't t:1 th you pbout - you know, we 
have :vour f'ellot·· Cnbl.nPt "le"lbPr who is trvin- t o 
sell ue on t h e idea of' the eo-called ~ert1!'1onte 
Plan . 

I • • • • .. 

And ~1e hnven' t eny endor ee"lcnt !ron you on t hat . 

No . 

Have you made any off1o1al -- t aken any off icial 
no ei tion on i t or made any declarat ion on it at 
a.u' 

.. 
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HMJr: 

J : 

1!!-IJr: 

J : 

HV.Jr: 

J: 

ID!Jr: 

J : 

HMJr: 

J: 

H!'Jr: 

J: 

ID!Jr: 

J : 

HMJr: 

J: 

HMJr: 

J: 

- 2 -

Well, •••.••. 

It'• a prooeeeing tee •••••• 

I Jtnow, 

•••••• in-- in eilk garmente, tbat'• all. 

Well, we have a veJ7 oaretul report and study on 
the whole thlng which took weeki to ll&lte and it 1 1 
available any t1~e you want it. 

I a 

Jo, it1 a 1n typewritten tora. 

137 

Ub-huh. Well, VbAt I raean, U 1 a down in black and 
White. 
Oh, ,.. •• 

Do have any obJection to sending me up and copy 
ot that' 

I -- I've been waiting tor somebody to ask me. 

Well, I think 1 1 11 Just ask you then. 

Well ••..•. 

Because, ae a matter or tact, the thing -- ot oourM 
it'• a prooeaalng tee and the d1tt1oulty la tbat 
1t would aJ")lY to eo• co!BOd1t1ee and woul4n1 t 
ap'Oly to othel'tl and we' 4 be running ott lnto a 
eort ot a lop-e14e4 tiel4, it lookl to .. like. 

I 1 ll teU JOU what I'll 4o 10 that I'll - the 
fellow W!lo preparea u, hl• name 11 Ror Bloup. 

~-. 
Be'• 1a GilD" tax eeoUon, and I'll - tibat tiM 
wall. JOU Uke to ••• h1a ta•an• aid I 1ll baft 
bill 1lrlag 1 t apt 

1fe11, oar oa •ttee ..... at teD-tldr'1· I'll. 
teU wllat I - U be Nllll ._ 11P• •• • • • 
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S~ can co~e an~ ti~e you say. 

Sunryose he col'le hero 11bout ten o 'cloc:t ! n t he 
"'orn1n~" . 

"e' 11 or thP.rE' l't vot1r offi ce at •. •. .• 

..... at tPn o ' cloc!<. 

And ••••. . 

A'!c. if h e 1 l. l brln- th~t ! 1 1.1 e-,">r ecl.a te i t. I ' d 
11':e to "teve t'le -- t his i a a ,.,z.et tv tt:o- sided 
.,r >J')()s! t ton . Tt- -- !'- bot"tered 11bo•Jt the t !l inr 
e•H" I <' ..,,~bt P'":e t>-c-r -- vh~>tr"r 1 t • s v.i se t o ""0 -
aheed t:l.th 1t n t t his ti"le . 

:.'('11, I don • t 1'1ind sayinr" t hl't the Treasury is 
on-,osec t o it . 

"e t'• inlt , Just ns you B!!y, it ' 8 a sul')ar-coo.ted 
nill , but if vott too~~ t he .sua~>r-cort1nrt off l t ' s 
l"rett :r bitter . And . .... . 

•r;- h"t . \It' ll, I hi'VC Aerlo•;s do•J~ts about 11hetho:r 
t·:e could '1aSB 1 t in t'lc <;o•;se if .re to'>k it over 
t here . ! -- I ' ~ no t -- ! ' "t not eCCU"l6tO"ted to 
wAnt to leac so.,el>ot\:v !nto t he slp·;~"ter-h'>use , 
VtJ't t:n o \·1 • 

"o , no .. 

I have a do·tble r eP !I on on t hr t - - I don ' t "ti nd ,.. 
good fizht bu t I wa nt - - I don ' t want to do like 
Burnside did a t C~ttysbur~ , j us t go in for t ho 
nur .,oae of fi ,..htinrr •..•... . 
:;o • 

• • •.•• and ge t tin~>" l ic l:ed, "OU know. 

\'lpll·, ;vou 1 ve won too oft en . 

(LAu~s ) Let -- let .,e ask y~u now. This 1e -­
th!s- ie etrlct' ;v off the recor d . 
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Yeah . 

Hae t he -- has the Pr esident ever made any -­
any ooen declaration on i t or hns he Just 
just trai t ed 1 t out? 

!<o , t he onl:v thi ng thn t -- t hll t he • s ever done 
is-- I t h ink i t' s in his bu~e t message , I ' m 
not sure , t hAt he hao talked a~ainst more t axes 
on income. 

Yea , I • ..... 

Consumers taxes, rather. 

Yes , I -- I gat her ed fro~ t he t , and t hP t•a ~retty 
definite itself. 

I ~een , he ha~ ne ver talked about s~ecific con­
sumer t axes, but he has sai d he ' s -- I ' ve Pot 
t he feeli ng and I thin~ he said in hi s budget 
message t ha t he d1<'ln 1 t want sn;v -- tha t 60~ , 
or trhatever 1 t i s , on the consumer is enough . 

1Tm-hm. Hell , ! -- I t hink i t• s there. ! t h ink 
somet hing like t hat -- of course, sometimes a 
m~n makes exce~tione under snecia l conditions, 
but I don 't he hafl shown - - I 1ll put i t t hi s wa;v , 
he ' s never shown any narticular enthusiasm for 
this . 

I t h i nk t hat ' s a very f air state~ent . 

Yes . Well now, if -- as a mat ter of fact , I ' m 
inclined to t hink the -- t he nrocesaing -- t he 
fine ~rooessin~ fee , if t hey a re going t o have 
a nyt hing at all , is - - 18 the moat -- 1a more 
direct and -- and desir able way t o have anything, 
or 1s the least desirable; I ' ll put it that way. 

l·lell, you -- you read this memorandum . 

I'd like very much t o, Henry. 

139 

And then -- the reason I' n sanding Blough is you 
may, atter you have read it , have questi ons t hat 
)'OU will want hio to ooos back and ~repare annere . 
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Yeah, well --· nov, he wouldn't 111nd co•ing up 
and teet1ty1n~ it he we asked h1111 t hen t oo' 

Oh, no , he 1 e aYa1lable. 

All right. Well, that•• tine. I appreciate 
that and -- and ve probably wil l want him, 
thou~ I 1d like to 1ee and look over it f irst. 

He'll be there at ten, MarTin. 

Thank you Yery much and ~d luck. 

~k you. 
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~larch 4, l94o 
3: 59 p . m. 

l!''Jr : A fri end Of mi ne by t he nBOe o f MarVin J ones , 
who is a neaoh , c alled me un and he ' s very much 
bo thered about t he orocessin~ tax and he wanted 
to know Whe t her we had any opini on, end so fort h 
and so on . So I said t h Pt Roy Blough would be 
at his of fic e a t his r eouest . He ' s a ski ng for 
him at ten o ' clock t omorrow nor ni ng • • •••.. 

John 
Sulli van: Yes · 

"l'Jr : ... ... with this anal ys i s that Roy Blough -or eoared 
on t he processing tax. Hello? 

S: Yes . 

'l!'Jr: So would you please "r e:oar e a l etter for oe , 
whi ch I Wil l si~ tomorrow nor ning sayinu to 
Har Vin Jones, this i s i n oon.,lianoe ~rl th hlB 
tele.,hone r eouest that we give hin an analysis 
of t he Treasur y' s uooitlon on the ur ooesai ng 
t ax . 

S: Yes, sir. 

!~ 'Jr : And then Roy Blough - - and that ~!r. Roy Blough 
is bringi ng it up and i s nrepared to answer any 
cuestions and is or eoered to testi fy i f he wants 
h i n t o. · · 

S: Yes, sir. 

!l'! 'Jr: Hello? 

S : Ye s , s ir . 

!!!'Jr: And he, you might be inter cnted t o know, !!arvi n 
Jones is Chai rman of the Conlttee on Agriculture. 
Re i s one of the nost i mi)Or t ant Congressnen in 

141 

the Rouse and he is oooosed t o t he orocesslng 
t ax-- I mean, he 's oppos ed to t he Cert i f i cat e Plan. 

S: Y i es, s r . 

HHJr: Did I say pr ocessing t ax? 

B: You did, a.nd I was wondering . 
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m-:Jr: I 11ean Oert1f1oate Plan. 

S: Right. 

m!Jr: 8o -- Roy Blough 414 a .. ..,. aaioetul etudy on 1 t, 
eo •••••• • 

s: I know he 414. 

R!'Jr: I !!lean Oert1f1ol!lte Plan. 

S: '1'hat 1 e right. 

m-•Jr: Olte :r-doke. 

S: R1gbto. 
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W.Jr: 

Operator: 

HHJr: 

Jerone 
Frank: 

HMJr: 

F: 

P'' Jr: 

F: 

m~Jr: 

r: 

Jn!Jr: 

F: 

HI'Jr: 

F: 

m~Jr: 

Hello . 

Mr. Frank. 

Hello . 

Hel:!.o. 

Jerryp 

Yes, sir. 

1(arob 4, 191io 
-124 'O.JD. 

Thank you for your very sveet letter. 

(Laughe) 

It was very nice of you and I appreci ate it, and 
I ' ~ like very much to have you for lunch. 

\·Tell , sometime When TOU have some t1me. 

And any time that -- I'll give you a ring in a 
day or eo. 

All right, eir. 

An4 1t1 e all well that ends well. 

Yeah. Righto. All right, t})ank you. 

It vae very nice or you. 
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Lauohlin 
Currie: 

!C'Jr: 

0: 

Hl'Jr: 

C: 

'!"Jr: 

,.. 
~ . 

!!'!Jr: 

C: 

!!l 'Jr: 

C: 

0: 

m<Jr: 

Hello. 

Hello. 

Hello , ~. Beoretary. 

)rarqh •• 191Jo 
•:116 , ••• 

There'• a friend of yours Bitting aorQis the vay 
from Me here. 

There 1st We11 , I just wanted to oall and con­
gratulate you on your -- (Lauehe). 

No, I don't want to be congratulated. 

No, I think thftt you -- 1t was a good victory. 

No , I don't consider it such. I don't feel in 
that f'rame of mind at all. 

Well , I thouQ;ht -- I was pretty sure that was the 
way 1 t would go . 

144 

No, I don't-- to me this thing ie so much bigger 
than I am, Lauch, that I don't -- I mean, I have 
no feeling of winning or loeing, but I don't think 
you a~preoiate how dee~ly I feel th1e, or how 
seriously. 

Yell, yes, I gathered from your 

I appreciate your oallin~ me very much, and I 
aooe~t it in the sp1r1t, but I don't take it as 
a personal victory. I mean -- it -- 1t transcends 
me. 

Yell, I Just wanted to call you, ~~. Beoretary, 
and say that I have no hard teel1nge. I think 
your -- you took it on grounds that I oan undsl"­
stand. 

Yell, I - I was just telling Harr)' that one of 
the fftll Uaea that I've Mt v1th Ecole• and that 
there -- everything was kept on an even bel. I 
aean, there wasn't any feeling. • 
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Ann •••.•• 

A."lci I th t "l'· - - : -"t>n , 1t 1 1l no t ~·>en t>nc shut . I ' "l 
!!o.,1 nc th•t the oth~>r t !':ln"'F t !-t> t : ~IP S !'ePr ln­
t•::>:t1 t ~1'·>-~n .. T'net • . .... 

'./hn t • s t hr t ? 

. ... .. t he no invE'n toJ•I.e s won • t' Ali•> off Pn<'l t hf' t it 
t•on ' t he l"l'cee•ar;r t o >uwe Clo ne t"is, b•1t -- nne.". 
al~" ll'tC'l ·· ! ' ve bPcn ~e,.lln-, "''Prha"JS ,. l i ttlE' bit 
leoe ••r-Pn t nbou': this ... untl t!'>rn I d!f' before be­
c-~RC' - t h\nk •... .. 

I--- cPn' t hi'Pr ~erv well . 

~:ell , "'" ~,.v , lP.telv - - ~~ co,Jrre , if I !"rel t'1nt 
t l1e ..,!"',..f"!tl"'it !.A C'1L1n.....,. 1'-a~e·r H\-,y tl1en ther P ' a no 
= cnt "lnttr!' t o ·•so t'•C' :::,nc" 
vou •1.1 hl've nn O"'.,Ortun~t:v rco.,<>ti :"te in thl' !"uturc . 

':;,pt 1,. r 1 -· t . 0 -"" C 'P'r~,.. , if ~p isn ' 't r •r: l1·~A t') ­
~or ~1~ !"'t'C~"'~!".,. - 7'Qt i_t ou• .., .. thP t:2y . 

Yo·, Pe P, Ln•tc:: , 11' :-·~::. \\?".llt sny to -:e , •: ·or"te:'lt >au, 
! 1 "l ~10rr!.ed llb'>Ut b•JSlnell8 1 Pn~ ! thl.n:: thO !'r esi­
dent ou-ht to E"> end M ? t hl' r "111\!on iloller e :::or the 
tmP!1"llo:vec1 . " Or so-:e th1n- lll:e th• t - "And 11111 :vou 
hel-. ,e dro :::t p. ., .. sse.- e nn~ -et t h e f acts 7" Y'lu 
uouldn 1 t htwe n ny t::-o•tblP l·:1 t!l .,e . ! l·:ondc r u· you 
unde r Rtcnll th~ t? 

'-:ePh. I ..... . 

31Jt the t !l! n"" t >-,l' t ! object to , t':!d I don ' t ':not: 
l"!':c t~"r :V?U 1 .,., got 1 t ... .. . 

•••• ••• 1e to do1n,. 1 t 1n a r ound- abo•J t r.anne r . 
See? 
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Jr!Jr: 

0: 
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C: 

l!''Jr: 
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0: 

f!l.'Jr: 

C: 

'I''Jr: 

0: 

HMJr: 

0: 

ID-!Jr: 

0: 

!NJr: 
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I eee , yeah. 

I wonder lf you really understand how deeply I 
feel thatt Hy record on -- on funds tor the un­
e~loyed is -- I don't ha•e to take second place 
to anybody in th1e town. 

Yes. 

And I 've ~ot documentary evidence on that. 

Vee . 

But I Will not be party to doing it 1n a round­
about way. Now, that•a the Whole thing. 

You oean vou would consider th1a a round-about 
way1 

Det1nl tely l 

Well •••••• 

Now tha t - - that 1 a t he big dltterence, 

Yeah. Well, I -- I wouldn' t ha•e the same feel ing 
at all. 

Yell, that-- t hat's w~.I feel eo deeply about it. 

Yeah. 

And 1t the t1~e oomee that ther e are more unemployed 
and we need money to take care or them and want to 
aek tor 1t, and to ... ... 

Yell, of oourae, that•e alwaye that1 e alwaya the 
hard way, Mr . Secretary, to aet tor 110re 110ne)' nov 
When 1011're up against - near the debt l1a1t. 

Well ••• •• 

It 1 1 pretty t ough •• •••• 

Vell ••... 
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!l''Jr: 
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lr~Jr: 
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0: 

HI'Jr: 
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•.•.... t o -- to t ake you away t'rom t he debt Umi t. 
11e may not even have to ask t'or it . I mean •..• • • 

Hell • •••.• 

••••••• our friends u~ there may get 1t f or us. 

l!y opinion ie that ;vour chances ot' getting it in 
the s traightforward way and on t he 'basts ot' t he 
need ot' t he unem~loyed is a d~n sight better than 
ge t ting i t t his way. 

Well , t hat-- t h9 t 1 s a ~tter ot' • •••.. 

And I ' m eure that it' you all agreed tha t we ' d have 
to ask Congress• appr oval to use it on t he Stabili­
za t ion Fund -- ther e ' s no d ifference ot' opinion 
th.ere •••• •• 

No. 

.•.• • • --and the minute that vou •aeked them, they • ~ 
eim~ly r e sci nd that -- ths t sole authority that I 
have . I ' d lose 1t and the -- a nd t he President 
saw that. 

You mean the whole fund? 

Oh well, they mi~t leave me two hundred million. 

Well, I don ' t -- I thin~ tha t's all you need. 

Well , t here a~ain , I • ..... . 

I say, I don't •• • ••• • 

. . . . . . - - I have no cryst al; I don't know • 

111111, I Just t h i nk cond1 tiona have changed so w1 t h 
the outbreak ot' war that the need f or t he t'und has 
really llll'gely passed. · 

But on t he baeU o t what the needs ot' t he une~~~plo:r­
Mnt are, so tar t hat ' s - - and that• e the onlr t hi ng 
that concerns ae, ,ou' ll nenr han an:r trouble 1t 
I ' m oon'llnoed tbat t beJ' need mare m ne,.. 
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tr<Jr: 

C: 

H''Jr: 
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I!"Jr: 

C: 

148 

- 5 - • 

Yeah. 

You'll have no trouble -- anybody -- I • ~ perfect ly 
w1111ng to go up on the Hill and battle t o increase 
the debt limit, on that basis, but I -- I -- ae you 
saw, I won't be oart~ to it on t he other basis. 

No . We l l •..• •.. 

And t hat • • •••• 

I ' m atraid t ha t ie a difference of opini on because • •• • 

Well • . .. . . 

Politically it 1 e probably • •.... • 

It rune very deep. 

Yeah. 

But ! appreciate ~our calling me. 

'lot e t all. 

Goodbye. 

Bye- bye. 
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OROOl' JIKIS'fiiO Karoh •• 19.0 
9 s:SO a.m. 

Present s 

B. X. Jrs 

Thompson s 

Graveu 

Oraveaa 

B. X. Jra 

Kr. Bell 
Mr. White 
Ill'. Tbompeon 
Mr. Oravea 
Mr. Cotton 
Mr. Ha.aa 
Mr. Gaston 
xr. 0o chran 
Mr. Sull1 van 
xr. Schwarz 
Mra Kl.otz 
Mr. Poley 

I would llke th1a to be a •err short meeting, 
1 0 unl.ess somebody baa aoMthiD8 that needa 
a decision today, we will JuatJo around. I 
don ' t want to get into a gener discussion. 

I don ' t know whether you heard Basil Barrie • 
brother died. 

I was sor17. 

H&roldt 

I have here a letter which haa been prepared(• ar.•l 
tor your signature, addreaaed to the Internal 
Revenue otticer in San Francisco authorizing 
h1lll to proceed with the r•oval ot a IUD 1n 
his ott1ce, the head ot the Social Security 
Tax D1v1aicm. 'l'bat comes to you to r th1l 
reason: I t was supposed wh.en the Depart~t 
first learned ot the re110val ot th1l IUD that 
he wae being removed becauae ot pressure troa 
Seoator Downey. 

I r-ber that and I wrote thla liiiUl a letter 
not to r•ove hllll. 

Tbat ia rigBt. Now, turther investigation 
develope that there are aer1oua reaaona tor 
the ~~~~n'• remo~ and xr • .Helnr1ng now reco­
MDda it. 

What are the reaaonat 
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onvee: 

H. li . Jr: 

onvea : 

H.II.Jr: 

Gaston: 

B. li.Jr: 

Graves: 

White: 

B. II.Jr: 

'fih1t.: 

B.II.Jra 

Wbitea 

B.X.Jra 

'till tea 

- 2 -

Be haa apparentl7 doing a little polltlold.DS 
on hie own acooant w1 th tbe taotlon tbat 1e 
boet1le to the Oolleotcr. 

Sutr1c1ent to remve hia' 

We think eo . It 11 a -tter ot aocept1ns hie 
ree1gnat1an• which 1e alread7 peDd1J16. 

I eee. o. X. 

Be h a John Lewie man aDd he 1e aleo bel1eYe4 
to han been throw1ng bue1neee to John Lew!. a • 
pal. Sherwood. 1iho 1e 1n the practice ot law 
there 1n San Franc1aco. 

A.ll riaht • ~ alae! 

No. 

Barl')'' 

Nothing. It 1a intereet1ng t o note that the 
net purchaeee ot Aaer1oan eecur1t1ee. the net 
ealee rea1ne almost zero 1n the t1ret ot the 
7ear deep1te the recent ealee. 'Die othere 
otteet thea. 'Dle7 are nr1 low dur1JI6 tbe t1rat 
two 111011 tha • 

'!b87 are reporting eepal'&tely wbat the1l' aalea 
aN' ' 

We know ibe,. aN eell1ng• but the othera aN 

ottaetting th- bJ purohaeee• eo that the net 
total tor all countl'iee on ._r1oan aeaur1t1ee 
1a aero. 

Ie awtt&erland a b1g bQTer' 

Sri turlaDd b one. ~ are all -u. 
Wo\114 1t be -re tc aq that tbe ealea are 
be1q tak- Qp bJ -

BJ nwtrala. 
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B,li, Jr t 

Whitet 

B.M.Jrl 

'tlh1tet 

H, II, Jr t 

Baa at 

Coehrant 

B. V. Jrt 

Cochrant 

H, II, Jr t 

Sullhant 

B.V • .Trt 

Sullivant 

'lh1tet 

Sullhanr 

B.II.Jrr 

Sullhanr 

- :J -

BJ other toreigoerat 

Not the "-r1can eecuritiu, but an equivalent 
&IIIOUDt ot aalea. That 1a not true ot "-rican 
holdings ot foreign eeouritiea. The,. are 
selling them all, eo that tbl1'41 1a an 1nnow 
on that account. 

An,-th1ng eleef 

That 1a all. 

Georget 

I bave nothing but th1e book bere (handing t2le 
book to Secretar,.) • 

Chickf 

Edt 

Sterling is weak thia 1110ming, down to 3,91, 
I am not aure wh ether it 1a trait that bombing 
or the weakness ot t be P'reneh tranc might be 
having a little dregg1ng ettect on sterling. 

An,-th1ng elaef 

lfo, air. 

How 1a the next - tutur. President ot the 
United Statest 

Great, tb•nke. Ill that Meting on tor -­

I Man ,-our ean. 

Yea, I 11D1eretan4. I lmew troaa tbe deacript1on 
7011 COIIJ)dntt be tellc1ng about a117bod7 el ... 

When are ,-ou going to move to Ob.1ot 

I beg 70ur pardont 

Ie ,-our w1te all 1'141btf 

PSDe, tballk JOU, au. Ie tbat -·•1ng. OD tor 
:StOO thie at'tel"DDODf 
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Sull1V&n l 

Oaaton1 

Oaatonz 

B.li.Jra 

Gaat onz 

B.M. Jra 

White a 

Oaatona 

- ' -
It -.y be and it -y not. Would you make a 
note, Mrs. Klots , when I came back t'rcm tbe 
White Hou11e , it I reel the way I th1nk I 
am going to reel, I think I am going to uk 
Doughten to po11tpone it until tanorrow. I 
can't 11ee h1m then. I mean, it' it works out 
the wa1 I think it will, I think we will 
postpone it until tomorrow. 

May I 11ee ;rou bet'ore you go overt 

Rlgbt now, ;res. 

Herbert! 

1he Br1t1ah Staam.ahlp Nlaga.ra arrived 1n 
Honolulu Saturday carrying 10 m1lllon ot' 
unmaniteated gold conaigDed tor the Bank 
ot Canada, Sydney to Vancouver, and Doyle 
called me up 7eaterday and the ahlp would be 
all01red. iie could have eell:ed the 11h1p and 
the cargo. 

Say it again. 

She carried 10 million dol.lare ot' gold con­
aigDed unman1teeted tor the Bank ot Canada, 
Sydney to Vancouver, and vancouver was not 
shown on the -.nit'e1t. 

Do I get 1n on al.l 1orta or thlnga, a chance 
to decide whether we are going to divvy on 
10 m1ll1on or not. You let her got 

Yea. 

What a man. 

You will get it next week. 

With the UDderltan4ing that th11 didn't 111-
tabllah a preoedant. 

Larry nuggan called me u.p a tew a1nute1 ap>. 
Be 1a1d the Bras111aD Ambaleador 1a being 
prelled by hb aon-t and being prealed 
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B.II.Jrl 

Gaston: 

a.w • .rr: 

Oaeton: 

H.¥.Jr: 

Outcn: 

H. !I • .Tr: 

Cochran: 

B.IJI.Jra 

- 15 -

to know whether we are :reall7 so1ns into tbia 
Steel -tter. Be bae told h1a that be baa 
epoken to Jeaae Jonea and to ,-ou about the 
-tter. 

I tell ,-ou what I neb J'OU 1r0111d do, Herbert. 
I neb J'OU would get bold or an7bod7 who ie 
intereeted iD that in )'OUl" orrioe, other than 
Bell, beoauae Bell 1a bue7. 

Within the Tl"e&aU1'1t 

Yea, and talk about it and eee what J'OU rellowe 
decide amongst ,ouraelvee. In order to give 
J'OU a little gui.dance, Pe1a - tb1a ia in the 
l"'OOl - aaw me Saturda7 aD4 with a treaendoua 
plea to do it and w1 th a trealmdoua plea that 
I work with b1m on it aD4 or oourae in the 
letter, Peia isn't mentioned, it 1a J>•gsen 
that 1a mentioned. 

Yea. 

153 

And Pe1a aa7a 
1n bil orrioe 
to ••• me do. 

the whole thlng baa been developed 
and that ia one thing be would 11ke 

I am vel"J' loath to do it. 

With ~is, J'OU -an. 

With lllJ'bod7• Wh)' not let - I saw a etat ... nt 
and a,-be J'OU {CottOD) gave • the etat ... nt 
on the lllinutee of the Export-Import l'!ank that 
Jeeee Jones is intereated in it. Wb7 not let 
Jesse take it and oa1"1"7 itT That ie the W&J' 
I feel. I am not tl"71ng to guide 70U lllJ'• 
It ' Jeeae is eo interested, ~not let b1m do 
itT 

nw.t j11et abowe that that boad -tter baa to 
be .. ttled b)' the 6tb (bencUng paper to Seore­
tar)'). 

'l'bie debt thing baa to be eettl.ed b7 the 6th. 
'Diat ie two more daJ'I• I certainlJ' wo\114 
wait and aee how that thing goee. 'ftlat 11 
the BrasUian debt. 
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li , II.Jr: 

Gaston: 

B.l!. Jrs 

Bell: 

Cochran: 

Bells 

H. l£.Jr: 

Cottons 

H.X.Jr: 

B.K.Jrt 

-. -
Y/e oouldn 1 t at thla a tage ghe them &IQ' kind 
of proai aea, anJWa7• 

No, I am too bua7 toda,. and to1110"I"row. I woul4 
like to aee the 6th go b,-. I personall7 - I 
meanL just again, not to guid~,.ou, I can ' t aae 
bow ~ can say ttw.t an American oorporat1oo can 
go 1n and place 30 or 40 million dolla.rs of 
American capital into a oountrr that is in de­
fault on a billion dollars worth of obligations. 

It aeeu to me that Harcy1e euggeat1on would be 
an excellent teat of whether the Inter-U.rican 
Bank, if it ie created, 1a good for anything or 
not. 

And turtbenaore, when they announced that u. s. 
Steel -• going t o turn thia thing down, then 
Preaident Vargaa just ordered hie newapapere 
not to print it. I didn 't know it wae that 
kind ot a thing. President Vargas just aaid, 
-non•t print it for at least 30 daJ'a.• It ia 
one of these South U.rican democracies. 

There ia a01:1e indication in one of these cablea 
that aome infol'!!Bt1on that came out in lfew York 
nan' t printed. 

On thla bond bueineaaf 

Yea . It baan1 t been printed 7et. 

So , without --

There 1a aome idea the British are interested 
in the Steel thing. I aaw it in the Sunda,. 
newspaper. 

You kuow who 1a interested, Herbert, and talk 
w1 th thea. I am nr,. loath to do an,.tbing. 

I supposed ,.ou noticed that Downe7 w1thd.rew 
hla objections to Paul LeU.. 

I aaw that. o. X., gentl .. en, I will ••• J'OU. 
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Secretory of S t ctc , 

Washington. 

542 , l!o.roh 4. 

FOR T:EM:.U,W FROM i3UTTE!t.!ORTJI. 

PUIII 

London 

DatEd ~ch 41 1940 

REc 1d 12:45 p.m. 

155 

To . f coilitcte thE l'fOrkin:.; of thE Anglo-::Trncll 

f1n·.nc i :1l crro.ngE!nmt t hE ::lri tish o.nd F'rEnch trc::tsurics 

hcve ogrcrd to hold mErtinBS every thrEE months , thr f irst 

onE of 11h1ch however is yEt to t :1kE p l :toE . Accorill.n 6 to 

the a ritish ~Ecsury thE COOpEr:\ tiC!\ b Et wEEn t hE two 

treasuriEs 1a procEEding smoothly ·duch i s to bE EXpEcted 

in thE ini ticl sto.ge s of t hE wo.r whED resources ere s till 

CL,~lc :me s tresses and str::ti ns compcr c tively fen . As 

rc~ort•~ 1n pcr::tgrc ph 8 my 2o98 of DEcEmbEr 21, 7 p . m., thE 

txiotrncc of oubs!:cnti:ll French b:llcncEa 1n London is . the 

ilnport:.nt und erlying f eet :1t thE prEsmt timE and I gathEr 

th:. t thE British expEditiona ry forcE rrcnc expenditurE has 

not risEn to expected ltvEla but thct no doubt is a 

QUEstion of time . On thE other h .:·.n(. Fr:.ncc is m:Ucing 

nccuao.ry purch::sa o.s frEEly :10 shi.P.>ing :7111 ptnalt 

from thE stcrllnz EmpirE area . I gather th::tt the ADSlo­

Prmoh tln::nc1:.1 o.cru:mmt 1a not bEing rEgardEd ::us 11 

r1g14 oonat1 tutf.on ::nd th:lt buidEII purcb:13E:I on bEhs.U' 

ot 
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-2- " 542, M::1•ch 4• from London, 

of thE FrEnch m~E 1n thE stErling Empire arEu thE 

Sritish ::.lso buy for the French fron such countriEs 

·:: t hE Argrntint :m<i Uruguay :md th.-. t , for thE most 

p::.rt , scttl£mtrt i s made by tht FrEnch 1n thE casE of 

ArgEntu! E i n peso s end 1n tht c ::.o E of Uruguay in atErlinc. 

LikEwisE there h::.s rEcEntly occurred an E::'.S Emtnt in 

thE ::.p,>licc.tion of thE forEign Exch:JllE control r cgul::. tions 

btttl tEn thE two countriE:: . Todc.y ' s TillES char::ctcrizEd the 

::.rrcnccmrnts ~s ~o1nc 1!~r to r.Eld thE territoriEs 

covEred by thE cxchcnet controls of thE two .UliEs into 

one unit fro1n thE st:mdpoint of fo:·Eian Exchange." 

This is dEfinitEly an ovEr-stutEJnEnt , '!'hE British Treasury 

confirms that thErE 1s no frEEdom or movtmtnt of co.pitul 

:.s bEtuEtr. thE t l7o count:•i t s or t!l£ tt1o ErupirEo , th::.t thE 

c::.sontr-t i!: mErEly applicc.blt to currmt purposes . British 

'l'r ~a::ur.r sta tto that it 11as .fixEd llP bEtween thE two 

cEntr::.l bcllks to obviate the c.dminio trativE difficulty of 

ho.ndlL~g ir~umEro.blt particul::.r c ::.o:s Md adds 1n 

con.fidtncE that they wErE surprisE~ that Reynaud 3nvc it 

such publicity beca use it was l::.rgtly ::. un1lc tcr::.l French 

::.ction bringing French L'l lin e with British cxch::mgE 

control practicE . ThE British 17111 h017Evcr mort tr~tly 

gr.mt Frrnch cxch:l.ngt for tourist l)urpooco :md for ptreonal 

rElllittcnccs of one kind o:;:o o.nothtr to Pr:-nct and thEy ho.YE 

notU '1 td 
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not1t1Ecl thE othEr componrnt p~.rt:: ot the ster ling EmpirE 

art::. ot thd r action :md of their view that thE tro.nc 
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nEEd not bt cor.si dErEd a. '1b:l.rd 11 currEncy country. Al though 

sttrlint crEdits 1n rtsptct ot commercial traneo.ot1one mo.:r 

be gr antEd to rEsidEnts in PrancE =d thE Prmch Empire 

tor ~urch!".s£s a.nywb£r£ 111 thE stErlir.g EmpirE c.rEa r:ithout 

the prior c~prov~l ot the Bank of Er.gland such crEdits 

must bE rtg1stertd t71th th£ Bonk ot England on Porm E .• 2 . 

JOHNSOlf 

RR 
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JR 

Stcrrto.ry of Stott, 

'.i:.shin:;ton . 

2US, Ma rch 4, 6 p .m. 

OnAY 

Po.ris 

DotEd M~~ch 4 , 1940 

Rtc 1d 2:23 p ,m, 

FOR TH!:: T:\~ASURY ?.lOM :.tATT!iE'.!S , 
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Frtdtric Jtnny dEvotEs his articlE in l ast tVtning ' s 

U: TElL'S to c a lming any c.nxiEty on tht part of tht public 

tha t thE rtctnt contr~ct bt~vtcn thE sto. tt ~ thE Dank of 

Frcnct might involvE tithEr a stE;) to•va rd inflation or unduE 

dEfla tion . :it points out with rEspEct to thi: 30 billions 

of gold for thE stabilization fund thu t by po.yins thErEfor 

in Trtcs~y bills r a thtr t~ in bcnk notEs thE Govtrnmtnt 

a voids inflation; tha t thE convEnt ion on thE othEr hand 

providEs that tht loss of gold (to tht b cnk) will bring 

nbout no inttrno.l dEfla t ion 1dEfl~t1on thc t is normal o.nc1 

Even nECEssary whm the gold: ot.:mdo.rd i o functioning but 

which b.c.s bErn judGEd inopportunE in thE prrsmt · ,, .. 

circu:ns t.:mc ts , 11 (END SECTiotl ONE) 

WURPHY 

CSB 
0 
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SEcrEtary or StatE, 

Washington. 

GRAY 

Parl e 

Dattd Karch 41 1940 

Rto ' d ~~~6 P• m. 

288, March 41 6 P• m. (SECTION TWO) 
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HE arguEs that had thE gold bEEn purchasEd by bank notE& 1t 

would havE 1nvolvtd simply an i ncrtaat 1n thE GovErnmEnt's 

crEd1 t linE wi tb thE bank or 11111UE or procuri ng thE mEans 

of paymEnt through borrowing on thE markEt "and oncE 

utilizEd ror thE gold withdrawal this would havE mEant 

EithEr a rEduction in eirculation by thE Bank or FrancE or 

hoarding by thE Stabilization rund. · ThE valuE or 1nttrnal 

mtane of paymEnt would consEquEntly havE bErn rEdUCEd. 

That 1s prEolatly what thE author1t1ta wishEd to avoid 

for thty art atrlad of bringing on a dtflatlon whllt tht 

borrowing nttda or thE TrEasury art at thEir prEsEnt 

volumE . Si no£ tht statE bas paid for ita gold stat£ hoe 

paid for i ta gold with TrEasury billa 1t is not obligEd to 

pay with monry. 
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REB 

GRAY 

Parle 

Dl1111 March 4, 1940 

Rrc •d 3:20 Po m. 

Srcrttary ot Stat£ , 

Washington. 

288, March 4, 6 P• m. (SECTION THREE) 

ThE nominal a ssEts balancE ot thE bank rrmains thE samE, 

thr bonds simply bEing substitutEd tor thr gold withdrawn . 

ThErEforE bank notEs and othEr dEmand liabilitiEs guarantEEd 

by thESE as etta do not chang£ tithEr. ThE opEration 

involvEs no monEtary contraction. ThErE is no dEflation." 

H£ continuEa "howrvEr thE stat£ will doubtlEss not bE 

thE only on£ to draw on th£ mass of gold which has just 

bErn put asidE . PrivatE Economy will likEwisE havt nEEd 

ot it to a cErtain EXtEnt. But wh1lt th£ markrt will 

purchasE mtana ot sEttlrmEnta abroad -- mrtal or foreign 

ExchangE -- it must pay with trance . ThE authors of thr 

dtcrtE law havr not lost sight of this tact. ThEy havE in 

tttrct stipulatEd that thr stabilization tund instead of 

leaving its available aaarta in unEmployEd trance as thr 

law baa comprllrd it to do up to thr prrunt II&)' 1Jivnt 1n 

TrEasury billa . Thus internal oapital rmployrd by privatE 

Economy tor purohasra of tortign rxohangr will liktwiar bE 

put 1n circulation through aubaoriptiona to short trr• 

govtrnmrnt paprr. 
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SEcrEtary of StatE , 

Washington . 

GRAY 

Paris 

DatEd March 4, 1940 

f:Ec ' d 4 : 16 P • m. 

289 , March 4, G P • m. {SECTION FOUR) 

"Such is thE syston. It rEsErnblEs up to a point 

161 

for examplE what t hE Bank of England did wh En in 1929-1930 

t hrough opErations on thE frEE markEt it put capital in 

ci rculation to fill thE void lEft by gold EXports . UndEr 

t hE gold standard s:rston this procEdurE obviously involvEd 

a rEduction of thE quality of t h E currEncy. But today 

ordinary monEtary rulEs arE no longEr EffEctivE . ThE 

rEsult is that t~cs to thE n Ew mEthod paymEnts abroad 

i n gold or forEign ExchangE wh Eth Er EffEctEd by thE statE 

or· by t hE :uarltEt may h EncEforth b E mad£ without bringing 

about a rEduction in thE intErnal bank notE and crEdit 

circulation. 11 

JEnny t h En discusses thc rEvaluation of thE bank ' s gold 

rtsErvEs which hE says brings t h E figurE up to a point 

s lightly lEss than actual valuE of thE official franc 

ExchangE rat£ whEn shipping chargEs are considErEd and adds 

that this rcvaluation 11w1ll EXErciSE no influEnCE on thE 

ratE nor furthErmorE on thE quotations of t hc fr EE markEt 

in N EW Yor k11 • 
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REB 

Stcrttary of StatE, 

Wash1ngton. 

GR:,y 

Pa.ria 

DatEd Karch 4, 1940 

Rtc 'd 8 : 22 p . m. 

288, 14arch 4 , 6 P • m. (SECTION FIVE) 

With rtftrtnct to thE nEw advancE of tht Bank of 

Franc£ which giVEs thE stet£ a crtdi t "margin" o!' mort 

t han 26, 000,000,000 hE says: n;. mD.rgin which f'Urthtrmort 

may bE indirEctly incrEasEd to an EXtEnt which cannot b£ 

tstimattd by tht authorizations aGrEEd to: (onE) -- to 

thE txchnng£ stabilization fund to invcst in Trtasury 

bills not only itJ futurE franc as~tts but also thosE 

which it hns at prEsEnt -- or r athEr thosE which will 

remain a!'tEr EXpEnding somE 3 to (•) for thE total 

cancEllation of thE formEr advancE to thE statr; (tYIO) 
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-- to thE rEntE fund to utilizE 1ts liquid capital in thE 

samE way" . l1E hastEns to add by liC.Y of rto.ssurancc , 

howEVEr,: "GivEn tht fnct thnt , according to thE st11t£mtnts 

of M. Paul REynaud, intErnal public txpEnditur£8 haVE 

rEcEntly bEEn complEtEly covErEd by t:lXIltion and borrowing, 

thE forEgoi ng for thE momEnt is mErEly a margin or Sllftty• . 

I btlitvE from subsEquEnt oonvtr aations 1n banking 

oirclu 
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1\EB . z-f288, ~ Par1a, Jla1"'b •• 6 P• •• (stC'riOI PIVEl 

0

1rclU that :1• 1Jid1cattd 1n '6f1 ttltgl'llll 278, ll&roh lt 

~ P • m. thtaE gold tmd crtd1t ~~~taauru b&'W£ ro'Uil4 a 

gtntrollY rovorablt acctptanot btrt aa bOth ntotaaarJ 

ond wEll timtd• 

EliB 
(•) t.pportnt 01Jdss1on 
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REB 

Secretary of State, 

Washington, 

CJR.\Y 

Paris 

Dated Karch 4, 1940 

Rcc 'd 4 : 39 P• m. 

288, March 4 , 6 p , m, (SECTION SIX) 

Yesterday's Journal Ofticicl gives revenues for thE 

month of Dcccnbcr 1939 as wEll as the entirE y cnr , Nol'l!llll 

and permanent budgetary revenue for Dcconbcr tota.l~d 

5, 526 ,000, 000 fr£U1cs an increase of 575 , 000, 000 over the 

figure for thE corresponding month in 1938 . Thus for the 

firot timE since thE outbreak of wnr total monthly 

164 

receipts Exceeded those for thE same period in the previous 

qa.lenda.r year (my telegrams numbers 2832, Dcconbcr 1 , o p.m., 

2953, Dcconbcr 11, 6 p . m, and 74, January 15, 3 P • m, ) , 

This increasE was primArily attributable to a~cntcd yields 

1':-om t!lE business turnover tax (418 1 000,000) and direct 

taxes includinB thE salaries tax (276,000, 000) reductions 

occurred in revenue from such sources na rcsistration 

(136, 000, 000) stamp taxes (54,000,000) and tax on stock 

Exchange oper ations (11,000,000) , Normal and permanent 

revenues for thE cnltndnr year 1939 totaled 54,916,000, 000 

frnnoa nn increase of 7577 millions over tbos t for 1938. 
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REB 

SEcrEtary or Stntr , 

Washington. 

GRAY 

Parh 

Dcltcd llnrch 4, 1940 

REold 8z38 P • m. 

288, Karch 4, 6 P• m. (SECTION SEVEN) 

lSS 

ThE Journal Offi ciEl also publishEs a dEcrEE authorizing 

thE Mi!lj.sttr Of AgriculturE to purobnsE 7501000 q\Untale Of 

thE 1939 whEat harvEst . A spEcial account EntitlEd 

"EXptndi tur£3 for thr oupport or thE whEat r.w.r kEt" will 

bE opmtd with thE TrEasury cmd co.n bE dro.wn against up 

to c limit or 75, 000, 000 rro.nca. 

Saturday's Journal OfficiEl publiShEd 0. dECrEE OpE~ 

an additional crEdit or 5, 000,000 tro.nca for "ciacEllo.nEoua 

blockadE EXp EnSES o.nd of 51 9500000 for blood transfusion 

SErvicEs. ThE civil budgEt posit1~n waa improvEd 

according to that Journal Offic1El to thE txttnt of 

90,000,000 franca, 20, 000, 000 rrault1ng from dtcrrnard 

public dtbt 8El'Vicu o.nd 70,000, 000 rrom ad41t1onnl 

EstimatEd tox colltot1ona 1n Algerie. AnothEr drcrtl 

authorizEd tht No.tionnl No.v1gntion OfficE to rcor1vc traa 

thr TrEasury non-interESt burlng 114vo.noca to nn IUIIOUDt DOt 

to acud 2,000,000 frCDOa t'or tbl purohAac, oonatruotloD 

Clll4 
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REB -2-1288, rrc. Pvh, llal'oh '• I P• -. (SEC'no• lEVU) 

and rEpair ot vtaatla utlllatd 1n inland navigation. 

A dtcrctt apptarlng 1n thE Journal Ottlcltl ot March 

1 provldta tor thE appolntmrnt ot 18 ottlclala to hAndlE 

publicity thErEfor and tncourosE aubacrlptiona to arm 

bonds . 

(END OP llESSAGE) 
IIURPHY 

• 

Regraded Uclassified



!I"Jr: 

Admiral 
Snear; 

H!!Jr: 

S: 

H"Jr: 

S: 

HllJr: 

5: 

l"!Jr: 

S: 

P.l!Jr: 

5: 

S: 

lll·lJr: 

S: 

• 

Hello . 

Good morning , sir. 

March~. 1~ 
lO: o6 a.!'l. 

Good morning , Admiral. I eaw the President 
yeeterday and he read your memora.ndum on th1e 
powder for the English. 

Yes. 

And he a~proved 1t. Now-- but I ' m going to have 
-- I thought the beet way would be to have General 
Watson, hi e secretary, advise the Army and Navy. 
Do ;vou suppose eot 

Yes , I th1nk that would be a very nice way to do 
1t to comnlete the record, but however • ••••• 

Yes . 

••.•.• I w111 20 ahead on that understanding . 

And - - now, what I would do, I 1 ve ta1ked With 
~r. Purv1e a couple o f days ago and he aesuree 
me that he can get Dupont and Hercules to ask 
for t h1e . You see? Hellot 

Who is that you talked to, ;vou say? 

Purvis. 

Oh, yea. I see. 

And I would make that effort, you eeet I didn't 
mention th1s to the President becauee I didn ' t - ­
be dldn' t ra1ae the point. 

I• eee. 

But I would take 1t up With Mr. Purv1e and eee 
Whether he oan•t get Dupont and Beroulu to aek 
the~ and Bavy, reeneotively ••• • ••• 

Yea, I eee. 
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lii'Jr: 

5: 

S: 

!"~Jr : 

S: 

~·IJr: 

S: 

HHJr: 

5: 

~!Jr : 

5: 

HV.Jr: 

5: 

HJ.!Jr: 

5: 

fNJr: 

S: 
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- 2 -

•••••• ~ether they won•t release this, you eeet 

I see. 

Now, if we can get that I think it Will be all 
to t he good. 

But it wil l be perfectly ~roper tor me to get in 
touch with t hose people this morning -- that is, 
these Anglo-French ps ools here in Washington and 
tell tbel!l tha t it bee been alYOrond orortded tha t 
the request oomee tror.~ the _: - from Dupont and 
Heroules. 

I -- I ' d out it a little bit diff erently. I -- I 
wouldn ' t say I would eay it would be helpful. 

Yes , I see. · I get you. 

Beet 

I understand . 

Hellot 

I understand, sir. 

But I don't think I ' d do anything until this after­
noon because I want t o ~ive General Watson a ebanos 
to do the phoni ng t hU morning. 

Aye , aye, sir. 

Beet 

Aye , aye, sir. 

8o I'd waj, t until th11 afternoon. 

Aye, aye , sir. I understand the situation exactly. 

Row -- I !!lean, tbat voul£\ give him a obanos t o oall 
uo the 8eoret&1'7 of the '1tavy an4 8eoret&1'7 of Yar. 

I •••· sir. 
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mar: 

S: 

!V!Jr: 

S: 

!I!'Jr: 

S: 

!C·'Jr : 

S: 

!I!!Jr: 

S: 

Rt•Jr: 

S: 

- 3 -

Now, the other thing that the President would 
l ike to have. It you could get a lit tle aurTey 
tor me to give him - - he wanted me to aek, in 

HiS 

hie behalf, what the Navy ia doing-- he mentioned 
Ind1anhead -- on the manufactur e ot powder. And 
~!hether t he Navy' e own 'Olanta are wor king tull 
cn:oaoi ty 

They are , sir, but it' s a grade ot powder and a 
ty:oe that the foreign govern~ente are not interested 
in. I asked the question ot Admira1 Furlong the 
other day, and - - but -- tha t i a, he gave me the 
information that t hey are wor k i ng to full capacity 
and on the t ype that the British and the French 
are not i nterested in. 

\Tell , I think i t - - it you could give me a rnemorand\111 
on that for the President, and also anever - - he 
wanted to know about the Army. 

I s se . 

You eee'l 

I see . Well , I ' ll ge t -- I' ll get that information 
for you, eir. 

If I have it • •••.• 

And I 11.1 prepare a me~orandum tor you. 

What the Army and ~avy are doing on their own pro­
duction and whether they are wor king full capaci ty 
and whether-- Why t ha t isn ' t available -- I mean, 
why that -- well , What -- no , he didn't have i n 
mind giving blm that , but that it we built up our 
own capaci ty could ve release any more, you s ee' 

I s ee What you want. Yea , I under stand. I' ll get 
I ' l l have t hat i nformation obtained for you - - I 
hope to get lt today f or vou, air. 

Vall , he vaen •t i nterested l n g!.rtng them powder 
from OoYernment pl ants. 

Jllo , I underUand tbat. 
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""''Jr : 

S: 

·r•Jr: 

S: 

P." Jr: 

... .. 
:-r" 'Jr : 

S: 

S: 

P.''Jr: 
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- h -

But •••.•. 

Ther e is ther e i e a law that rr events 1 t, e. t 
least as far ae t he Navy t o concerned. He couldn't 
do that . 

But coul d they be increased while we are - - give 
t hem a -- t he Dupont and Hercules are - - four 
conths ' release, you see' 

Well , I will get -- I will have t ha t inforcation 
for you, sir. As I said , my underst anding is 
that we ar e not naking a type ot powder in our own 
olanta t ha t is oom~arable t o t he uovder t hat we 
get by c ontract. 

You mean it isn 't an ~od or it isn' t t he sane ki nd? 

I t t en•t t he same kind, e tr. 

I see. 
t he 

It 18n1 t t he same ki nd. I'Te oan' t make/powder t hat 
t~e buy f rom Dupont nnd Her cul es. 
I see . ~Tell , I t hink n 11 t t le memo on t hat would ••••.•• 

I' ll -- I 'll ge t t h e t ull 1nforna t 1on t or you , s t r . 

Thank you. 

Goodbye , s i r. 

Goodbye. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

1'11001 llr. aoou-

lefereaoe 1e ..U to nr ~1• vltllloerq •• "• • lahNI!r 
lali,..,.. u.. tu•U• of ov 11anac a •••'er npn-taun at -.rru: 
aro... hrnk te a ..u ~Uap •~ tiiiT unll ..a ot •Oftq *loll 
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eern1 u a cetu fw flell1q neMla ad \be pen for Jeef'"'C lr• oro. 
rua :pon 1e opea tllro,.pnt tJIIJ ,_, All of \lie ~ li'Oil oro 
whloh CO" to hC]ew' -• n.t at tbh pori. Dvbc tM lliaer , .... all 
ot U.. lroa on for Ow 1 te llleo lblppo4 '"- -.rrtk, tJIIJ n .. ele baui"'C 
tiM coaoi 11114 ·~ vttllla twrlhrlal wMOH oo \llet ,_,. _, ._ latft'­
~te4 liT tJIIJ kttleh »Ural. Dv1J1c \llo • tw'r ot \llo ,_ (tJIIJ ol0104 
••eca b flooa tJIIJ rrlUlo of Durrrhr h \be .a ot .-..u> .0 of \lie U. 
ora colac h Gorrrrq -• lid of \lie llw4leh port of L111-. • \llo O.U of 
JoUmi&, wld.oll h a ,_ of 10M 15,000 UW1Mah. !'JilT I 'lw~ tna 
ora d••U• Ue la tM JO!eft11 ~t ~~'!lot- x..1oa .a •arrik, 
whioh ,_ oro OCI atod ~ n.U~. It to ~ a4ent_.'"'C tliU ahld 
two-tlllrdo of tbo aporte tr• tllle field IP lilt ~ •anlk ad --tb1rl ~ 
Lulie. 

It a ollo1oe h to 'be ..U of plaobc a oc-.nlar ottloo la eUta.r of 
tbne two pone, -.rru: pre.-1117 wnl.4 ._preferred. At tJIIJ - u •• 
tbh h ncb u lao~l-t port. aupt for boa elllJIMilh, tliU tltoe 
e.ppolat.at of • .t..rloa -·Jpr offtow lf1c1lt attr.t -u.n111a 
eUeaUoa. llvtac \llo Wol'l4 -.z., w eotUlleltoet otttooe M J.ro.,pJ • baela, 
fJ'OIIOibobo, •orw;r ... e $ •, 1' "', ~ ~ Upreoet• 11 \11M all If \MOl 
wre en.)UeJtoet after tJtoe 11'&1tod ftatoe UoeU •hro4 tile outllot. Yo 
tboa bll4 a loptbdo latenet la ..-o•ac _. - llllJPlac ta ~ 
waten. hr u to epea • otfloo -· wlt.l~ .Ural, .. a port *" tile 
oal7 '-U• ...a 'bo tbat of kr.,tac • qe • foroSca eldJPlac -u­
cehall17 nll~eot nr otftoer to ouplol• of oql....,.. 811ooe· .t..rl­
ablpplJIC. or otllor ~ popen, lat-h oro 4lroot17 •-eno4, I­
rue to oppoM \lie u-. I •· a.nrtltoeleM, .. , .. ,,., a 4raft ot a loUor 
to, .. loorotU7 ot IW., 1a tile nat tW ,_ ...UO to pnnrl wtt)p tM 
plaa. 
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INI.......-..c:a C: TMSICA'IION OOIIJ'IIlii!UL 

DAft JlaHh -. 1,-o 
to - Boorot~tbau 

Ill'. Baa• • 

Subj eot : file BU inooo IUUUoa, 
Week ozuU.ac llaroh 2, 1~. 

Ooao11laloao 

{1) While 1t oanaot rot be 1&14 that 4ef11l1te o1gDo of a 
oo!Ung bua1neu uptlll'a haYs appoazoo4, 1aoroao1as OY14oaoo of a 
flatteni ng out of tho buo1nooo 4ool1oo proY14eo oooour.,...at 
in thU 41reot1oa. 

{2) DaPlng tbe put week ooatlaoat 1n tho otoe1 1114•8VJ 
baa beoo.o 41ot1not1J 1101'8 opt111l.ilt1o, duo to: 

{a) 10110 1aproY .. ont 1n tbe an-ol'4or YOl-o, 

(b ) 11gDI Of 1t101'8&1o4 &OUYUJ 1D tbe &1ltOIIOb1lo 
1n4uoti'J , 

( o ) upud1JIS ospol't Aloe, 

{4 ) OY14oooo of otab111tJ 1a atool &D4 •-P prtooo. 

(3) A olaoo1t1oaUoa ot Ull1to4 ltat01 ozpol'to 1n JUt~APJ 
b7 oowo4U.J groupo 1JIIU.oatoo the potoaUal lapol'taaoo of 
exporto u a lliPPOH to 'bllo1noeo aoU Y1 tJ. 
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secretary Uorgenthau - 2 

aarrono business index t or the week ended February 24 

(seasonally adjusted) showed the first upturn in many weeks, 

rising • 7 point to S2.S. The upturn in automobile production 

was the most important f actor in the rise , but the trends ot 

several other components were also somewhat more favorable. 

The New York Times index showe a slackening in the rate 

ot decline. (See Chart 1) For the February 24 week it was 

ott only · 5 point at 96.1, with upturns in the indices ot 

ftu tomobile pr oduction and •all other• carload1ngs nearly ott­

setting declines in other components. 

Uore encouraging trends are appearing in several impor­

tan t industrie s , a s indicated in Chart 1 . The deollne in 

steel activity shows further slackening , the output ra te last 

week being reduced only 1 . 2 poi nte to 65.9 per cent ot capa­

city. The spring upturn in aut omobile production has begun 

about two weeks earlier than usual. Lumber producti on is 

holding up bett er than in either of the past two years . Cot­

ton mill activity, however, declined against the seasonal 

trend during t he week ended February 24, perhaps in part be­

cause ot the Washington ' s Birthday holiday. 

Steel sentiment more optimistic 

l'lhlle steel orders were not maintained during the week 

ended February 24 at the increased r ate ot the previous week 
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the :7ash1ngton 1 s Birthday holiday may have been a fact or - a 

dist inct improvement in sentiment is noted i n the steel industry, 

The si tuation i s well eummari~ed in the following quota tion 

from t he usually conservative Iron Age: 

•A noticeable change t or the bet ter in the volume of 

new steel orders has occurred within the past few days . 

'1Th1le the improvement is neither broad enough nor large 

enough to be conclusive evidence ot a general r eversal of 

t he downward trend o f the past two or three months, it is, 

a t any rate, the first sign that the decline in new buying 

and in production may have been halted. 

1 Taken in conjunction with other f aotore , suoh ae 

the upward t rend in automobile manufacturing , an increas­

i ngly good export trade, the approach of spring , the 

stability of the steel priae structure , and the taot that 

The Iron Age steel eorap oomposl te prioe is unchanged tor 

the first time since mid-Janua ry, the betterment in order 

volume, slight though it is, may be of more significance 

than oan at present be established. ••••• 
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Secretary Morgentbau - 3 

•current export sales and prospeots tor turther ex­

p~aion are attraoting more attention within the industry 

than the domeetio situation. With some oompanies Fabru&r7 

export totals wlll exoeed those of 8Jl1 month sinoe Septellber, 

when the outbreak of war oaused a rush of foreign bu;rers 

to this a arltet. Notv1thatand1ng the d1tt1oult:r ot do1Dg 

busineea with some oountries owing to exobange reatriotiona 

and other art1t1oial. barriers, the total. YOlWIIe trom all 

world eouroes 1s enoouraging. fhe growing YOluae ot war 

orders be1Dg plaoed in Canada, together wlth the normal 

non-war requirements, has tilled up Doll1n1on allls tar 

some months, oausing a larger oYarnow of steel orders into 

the United States. Orders tor shell rounds haYs oc:ae to 

some mllls on this aide of the border. 1 

A alight increase in steel aot1rtt:r expeoted this week 1n 

the Chicago district 1s attributed to a definite 1aprovelll8nt 1n 

incoming ordera over the past two weeks, which is aa1d to be 

quite general. Construotion steels and automoblle steele, in 

part1oular, are reported in better demand. The s teel operating 

rnte tor the 1ndustcy, however, is expected to decline further 

t his week, due partl:r to a aharp drop in the B1rm1Dgbaa d1atriot 

for the first time in several weeks. 

Among the domestio steel -using industr ies, the automobile 

1nduetr:r appears to ahow g reatest promise aa a proapeotive 

source of new steel orders. Automobile produot1on ~ring the 

first quarter 1a now estimated b:r Ward'• at 1,300,000 units, 

t he h1gheat tor that period a1nos 1929. 'l'h1a repreaents an 

increase ot 12 per oent over the .J>rsrtous quarter, against a 

usual seasonal. deoline of about ~ per oent. While several 

automobile oompan1es have reosntl:r 1noreaaed their purchasing 

ot steel, the heav;r bu;r1ng antioipated 1n the trade t or spring 

needs has not :ret appeared. 

Railroad equipment demand has rev1nd moderatel;r, attar 

several months of slaokneaa followi.ng the heavy orders 1n 

September an4 Ootober. A pool purohasa plan, 1n whioh sigbt 

roads are interested, has been developed tor bu;r1ng a oona1der­

able number of freight oars of standard design 1n 500-oar lots. 
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... !!'4!£• 1!4p l!!l!r 
OUr nekl:r 1114u of uw o.._,. 4H11ael to 71.5 4111'1JIC the 

week ended rebl'11&1T M, ttw low••• f1I'U'I 11aoe ttw tun WHIIt 
ot Januar;r . (lee Chan 2) A IIOderate ..... naaat 1a tezt1le 
order a wae aore than ott••• b:r a 41ol1ne 1n an order• tor ateel 
and t or pz-oduott othlr thaD 1t11l and tut1let . 'ftw faot that 
th1 e w111t oonta1ne4 a holldaJ' .., , honYer, haYe atfeoted ttw 
Tolwae of ordere. 

An Up<)rtant 1ntlaaoe hol4111C baollt an order• at pre .. nt 
appear a t o be a V141eprea4 belief that RUler Will • •tart -­
th11181 on or before the 11144le of llal'oh, aa be 414 1n 3 of tbe 
paet 4 :reare. Blqer• aooord1agl;r are IIOY181 oauuou•l:r u ttw 
er1t1oal peri~ approaohu, not lltnow1ag 1dlat atteot an:r auoh 
deTelo~ent aa:r baTe on aeour1t:r and oo~t:r pr1oet . 

Pr1oe• re••'n etea4y 

The et ea41neea or eent1t1Te ~od1t:r pr1oea 1n reoent 
weelce, 1n the taoe ot deolln1ag bul1a•u aot1T1t:r and ourrent 
tensi on oTer European deTelopaenta, proT14et eT1denoe of t1ra­
neee 1n the pr1oe etruoture, vbioh Heaa 1111:el;r to reault 1n 
aot1Te pz-1oe 1aproTeaent on an:r 1nor•••• 1n 1D4uttr1al deaand. 
Sena1t1Te pr1oe 1Dd1oee ( 111 Ob&rt l l haTe tagged eoaewbat dur­
ing the paat weellt, though reai1Dl111 at ttw seneral lenle aa1n­
ta1ned 11noe t he eD4 of JanU&rT. .Mons the 1Dd1T1dua1 o.-41-
tiea, wheat pr1oe• haTe 4eol1ne4 on IT141noe of orop 1aproye­
llent . Pr1nte eett.&ht llhow a aotloeable lapz'GT .. ent troll the 
55 per oent off1o1&117 reported tor Deoeaber 1 . 

J. 41olln1nc treD4 1n tbe BLI &11- o: out:r 1D4a: linoe the 
11144le or J&nu111'7 ... halted b:r an 11ptva 411r111C the wee11t eDded 
Pebruar:r 24. (lee Clbart '> Both f1n11bed prodlaote and r.­
lllhriala lhared 1n ilii prioe tapronaent. 'fhe dlol1ne dur1nc 
Januar;r aD4 earl;r J'~, ae Will be aoted 1D ttw lo ... MO­
tion ot ttw ohart, ... e8)1ee1all:r proaouled ln pr1oe• ot 111c\ae­
tr1al aater1alt, retleotlJIC a walltealar 1n 111411nr1al dlatN'. 
ET1deaoe ot reoent ~·--• 1n 4=tac\ apptared latt wellt 1a a 
eeoond euoout1Ye apt- 1a tbe 1nhnr1&1 -ter1&le 1Dda:. 

'fhe 11n11na11:r beaYJ ~ ot eopper 411r1J11 J'e'IIIPul'7, 11111oh 
OArried tM ll&lel total tor Ulat eon .. dll .. '::.:r.en lnel 
a1noe lan lept..-.. 8114 to •• ll1dJa la'pn oa , llu .._ 
f olloWed 117 llll&tl 111v1as 1a tbe 11114 ....at 1aft wellt. 1-.. 
Ialii laQ !Jiuoillllr 111d.oh - Dtel 1:0 Mt'_.&l U•l till 4a1J.I' 
Prod110Uoa, ..,.. t.fl e1 ., eoatt=tl 11111"1 l&lel 4•1111 till 
l'llt ot till ..... 
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Seoret ar.r Morgenthau - 5 

!he tin auppll aituat1on 

The Internat1on&l T1n Comaittee (controlled b7 Br1t1ah 
interests) laat Kon~ draat1oall7 reduoed the export quotas 
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ot part1oipating t1n-produo1ng oountriea trom 120 per oent 
ot standard quotaa to t!IO per oent, etteotiYe April 1. Trade 
reports from London ind1oate that the out waa designed to ra118 
t in prioee and thus proY1de Great Br1 ta1n aAd the Netherland& 
with add1 tional dollar exohange. The tJn1 ted States nol'll&ll7 
oonsuaes about 45 per oent ot the vorld 1e t1n produotion. 

Tin prioea haYe been deol1ning 1n reoent aonthe, follow­
ing their sharp rise laet Sept811ber. Tbe prioe ot spot tin at 
New York during Januarr aYeraged 46.68 oenta a pound, vhioh 
was lower than the pre-war prioe ot 4.8. 77 laat .\Uguat, and 
oonsiderabl7 below the Septeaber aYerage ot 58.6a. Tin pr1oea 
rose about 2 oents a pound at New York last week tolloving 
the out in quotas , but later lost halt a oent. 

The United States, being wholl7 dependent on foreign 
sources tor tin, ¥111 be d1reotl7 atteoted b7 the reduoed pro­
duction quotaa. A comparison ot per.itted exports per quarter 
from countries adhering to the restriction aoheme, under the 
SO per oent and 120 per oent quotaa, ie ahovn in the table 
bel ow. Countries not partioipating in th1a aoheae produced in 
1938 about 7, 000 tons ot tin quarter17. The United States 
oonsumption ot tin in 1939 aYeraged about 18,000 tons pe.r 
quarter. 

Br1tieh Mal47a 
Bol1Yia 
Netherland& Eaat Ind1ea 
SiB.III 
Belgian Congo 
H1ger1a 
French Indo-Cb1na 

Total 

Tone per quarter 

120 per oent 
quota 

23,200 
13,808 
ll, 717 

5,588 
Ji.,2l.l 
3, 267 

900 

62,691 

t!IO pe.r oent 
quota 

15,467 
9.205 
7,Sll 
3,726 
2;807 
2,178 

6oO 

41,794 
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Secretarr Korgenthau - 6 

Elsports provide increutd buaineu support 

A claaaitioation of exporta by coamodity groups during 
January (see Chart 5) providea aoae idea ot the importance 
of export salea as a potent.ial e~.~pport t o business aotivi ty 
in coming months. Total export• (including reexporta) 1n 
January 194o were the highest a1nce March 1930. (Sea upper 
eection of chart.) 

The nonagricultural exports are a oat important aa a 
f actor 1n i nduetr1al act1vit7, although export demand tor 
farm producta affects bus1neae i ndirectl y by atteot1ng far­
mers ' purchasing power. Exports of nonagricultural United 
States merchandise 1n J anU&rT (see lower eeoti on ot chart) 
were maintained not tar below the higb December level, 
totalling t26l,~,ooo aa compared with an aTerage ot 
~219 ,900,000 during the three 110nthe previous to Deoeaber. 

Part of the increase in December and January doubtleae 
reflects orders placed in Bepte11ber, and ehipll!nts releaaed 
after the repeal ot the arme embargo, ae eTidenoed by the 
important part of t he inoreaae r epreaented by airoratt. But 
iron and ateel products (excluding s crap), refined copper, 
machinery, and auto110b1lea - - which proTide significant 
support tor the volume of industrial producti on -- made up a 
coneidarable part ot the total dollar value ot exports in 
Januaey. Together with a1roratt, thel! group totala accounted 
tor 811- per oent ot the net inoreaee in JanU&rT over the 
Septeaber-Noveaber average. 

Agricultural produote., repreeent1ng a smaller proportion 
of total exporta, showed a sll&ller dollar i ncrease 1n J anl.l&l'7. 
The contraseaaonal increase in cotton ahipments was the aost 
striking &IIOng individual oo•oditiee, and the dollar Talue 
tor thia oo•odi ty was the highaet tor Janl.l&l'7 1n 13 rears. 
In the first three weeki 1.n l'ebrl.l&l7, cotton exports have been 
muoh higher than in the oorreaponding weeks ot l aet year. It 
ia also of interest that 1n epite ot foreign restriction• 
on raoeipte ot United States tobacco, the quantity wae higher 
in Januarr 194o than in Januarr 1939, but the inclusion of 
lower-priotd grades aade a lower dollar value. 
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STRICTLY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER.OFFJCIE COMMUNICATION 

Xr. Ph.aeat, ~lal o-aelor or t!lo :lrlUUI Mce17, aako4 • \llh 

D01'111Jic, 1dlllo ciTbc • hh 4al}T npon oa l~tT Mloo, lA reprd t;o 
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tho oontnplato4 oro4lt liT tllo lbpon-I.-n llellk to Ohlaa. Jlo .aU tW 11o 

ba4 lloar4 that t!lo on41t wv.1A 'M for $20,000,000 u4 wnld bo Uqu14.ato4 
tbrO'Q&Il tho Mlo lA tllh ooaat~ o.f 0111Jlo10 o~lU01. Jlh people ba4 n­

oelnd tllo report tl:at wlf'na (~ha ore) aa wU aa Ua WQ3.4 bo Ullppod 
lD tbla oouooUoa. I told ltr • . Pt.uoat that, laaoh.r aa I ._. ~. t!lo 

utter .,.. atlU bolDC aocot1ato4 bT t!lo lbport-I..,.n :luk. I nco w'o4 
that bo cot dlreo\}T 1a to'IIOII wUII ltr. Varna Ploraoa. I rn1114o4 blJI \bat 
I u aot a Mabor of tllo Board. 

Plaaut ftl-\Mro4 t;a.,t; !lo ba4 •' W.aan • .A.allt;cm Owt.kla aw' tiat at 
the raUw;r ataUoa laa\ alpt. 1lha I .at1oao4 to Plallat t;!lo reponed 
41ftloaUT bot- t!lo :lrUhll aw' hallaa Gout 11h aa a re .. u of t;bo 

atoppiac of Oonu ooU alt.1:s-e&h bT •• t;o It&lT, Pla .. at aald tllat Aali*­

GvaU::lA 11-d quito p1Mao4 wUII tllo :lrlUIII aoUoa, u4 t~t tllo AMrl­
CDD pra81 wu pl.ql.Dc thh -ap too ~tloallT• Porooul}T, I aa aot; at all 

conrlllco4 tllat tllh h UT\III.Jic llv.t ·a Mrlou -thr. 

• 
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l!l'Jr: 

Ot)erat or: 

lt'Jr: 

James A. 
Farley: 

Hl'Jr: 

F: 

R''Jr: 

F: 

F: 

H'' Jr: 

F: 

H'' Jr: 

r : 

I!'IJr: 

r : 

;r<Jr: 

F: 

!N Jr: 

Hello . 

The Poetmaeter General. 

Hello. 

Karoh 5, 19Jw> 
11130 ••• • 

Hay I take & few moments of your t1me , sir, to 
oongratul&te you on your ap~intment of Charli e 
West. 

(Laughs) Oh • .•... 

I don ' t know whether you ' re slipt)ing in the closing 
days or not; I oan 1 t understand. 

I 1m slipping. 

By God, you're getting soft. I can•t •• •.•. 

I ' m sl1uu1ng. I ' m sl1Dp1ng. 

I was amused When I saw 1t . 

184 

You know the newspaper men 11e soon as I got baok they 
asked me a question-- What about Charlie West ' s 
ap~intment . You knpw What my answer was? 

No . 

I said, 1t St)eaks for itself. 

That 's my f avori te an~er on everything. 

And I Wish you' d hear the laugh that went tr9• 

Yeah , that ' s my favorite answer. It •a all r 1gbt. 

Yeah. 

There - • a - - Ood, I Wba t•e t he r eal etor:rt 

I wae Juet aeked ae a how ehall I put 1t -- on a 
per eonal apoeal bae1e on t he -- b:r t he Pree1dent. 
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F: I knew -- I thought thet. 

lll'Jr: \Jhat' 

r : I thought that. It vas amusing. 

w•Jr: He said, 1 Henry, tor Ood 'e eake take him ott my hande .• 
And I ea14, 1 Ie t his is a muet'• He said, 1 Not a muet .• 
but he said, "I' d aporeoiate it very much. " 

F: 

~'Jr: 

F: 

H'!Jr: 

F: 

There vas nothing you could do . 

And he said, •For God's sake take him ott my hands .• 
So I said , •o. 11:. • 

That 's marvelous. 0 . 11:. 

I mean , when he puts it on that basis • •.•• 

There ' s nothing else t o do . 

l·lhat' 

P: Nothing else to do. 

~~!Jr: No . 
:-. . . 
!!"Jr: 

F: 

E'Jr : 

r : 

lll!Jr: 

F: 

0 . 11: . Take it easy • 

I &.'!1. 

I hope you got your money baok 

·That vae run, wasn't it' 

Very, YeB . It vas all ri~t. o. lt~ I never bring 
muoh money to those :!>4rt1ee. I haven't muoh money 

· anyway but I alway• -- very low. 

Did your Pather . lilte it' 

Oh, he loved it. 

'fbat•• tine. 
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F: 

lf'Jr : 

F: 

~!Jr : 

- 3 - · 

Well, he looked well too. 

':'hnnk you, Jim. 

He looked well , Henry. 

Goodbye . 
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mt.Jr: 

Operator: 

Hello. 

Mal'Oh 5. 1~ 
lli,S •.•• 

Mr. Rou 1 e 11 av~ tro• hls deelt; 1t will take thea 
a oouple of mlnutee to get him. 

H!-!Jr: All right. 'l'ell them -- do the)' ltnov I ' m oalllnll:f 

o: Yea, the)' do, -and hll aeoretarr is getting hlm t o 
the. phone. 

H''Jr: Olter-dolte. 

11:39 a . m. 

HJ.!Jr: Hello. 

Operator: 

Rouse: 

!il!Jr: 

R: 

m-:Jr: 

R: 

Mr. Rouse. Go ahead. 

Hello, Rouse. 

Good morning, Mr. Secretary. 

How are :orou' 

Pl!'tlt-rate, and rou' 

ell, aliYe. 

(Laaghl) 

181 

H''Jr: Or •breath1ng• il a better word. I'• not all"; I '• 

R: 

Hl~Jr: 

R: 

. breathing. 

Well, I j,ac!p rou'Ye been haYing )'Our troubles. 

1\ightl Ah -- an)' pealp 1n the lt!'tlat! 

Well, ~re len•t p111p. A pod deal of ouroeltJ 
of OOUI'H llb01rt U.e :5 an4 :5/Stba. 

'!'eab. 
PMple tl7iJIS to ftpl'l out 1111&\1 1 1D tt. baok8J'Oaa4o 
lbetblr ,... kDoW *'" tiiU eo.ebod)' elM l:iiGIII Ill a. •ue ot SUNpian attall'l, allli t2111 reee'l tb&t 
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!lllJr: 

R: 

"''Jr: 

tl,. Jr: 

~= 

P. : 

li''Jr: 

R: 

- 2 -

last June you did a note for a note and then t he war 
ca"le along. · 

~!y God I 

That ' s one conoeut. I don ' t think anybody is payin~ 
very much attention t o it . 

A note t or a note and then t he war coMes a l ong ,· huh? 

Sur e . That was - - tha t ' B t he gossip type of thing, 

Sounds l ike boy oeets ~irl and t hen the baby cooes 
o.long . 

186 

(Hearty laughter) But tha t wa s t he early gossip and 
as the market haG ~tten under way t hey dronued t he 
1 and l/2 •s down 5/Sths to be~in with and now they've 
r ecovered a ouart er of t hat to 101 S/32nde. 

Yeah . 

They have actually sold there . 

But the only person th~t could have had the inside 
informati on is I hear t he Federal Reserve SysteM sold 
out their 3 and 3/Sths . How do you e xplain t hat one? 

(Lauqhs) Wel l, t hose ri~ts were j ust too high. 

I see . !!y people say now these so- called June r ights 
are selling a t 101 tour . 

llell , they -- they are ouoted now 101 six e11!'ht . 
And I know o f some t hat were sold -- or reported t o 
me -- were sold to a mid-western bank at 101 and S/32nde . 

You don't mean it . 

And ••. • • 

1/hat coupon do they think 1B goi ·ng to be on it? 

Wel l , that sounds more l i ke 7/Sthe . 

Oh. 
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R: 

ii''Jr : 

?. : 

!!''Jr: 

R: 

~'Jr : 

R: 

;!'' Jr: 

R: 

R: 

t..""~'Jr: 

R: 

Hl'Jr: 

ll · ... 

- 3 -

18 . - 9 

But actually the number of t he peopl e are f i gur i ng 
t lll' t t he y will sell i n t he ran~e between - - any five­
yea r not e woul d sel l 1n a r Ange between 50 and 55· 

Yeah . 

But a t h r ee-ouarter not e at 52 , I t h ink, figures 
101 a nd 1/ gth . 

I see. 

101 and 4/32nds • . 

Ah •••• • 

I ' n nlannin~ to s t er t conver sa t ions here wi th t he - ­
s ever al of the neonl e her e about one- t hirty and t hen 
windi ng un around th r ee o ' c lock. 

Do t hat. 

At Which ti~e I ' ll renort to Dan, i f ~hat w1\ l suit 
you. 

Yes, I wish you would. He ' s Uttin~r here ld.th me now. 

The - - t he note -- t he long not es have r ecovered 
pract ically all their ear ly l osses, and • •• • • 

'lbe long what? 

The long note - - t he •44 no tes . 

Oh. 

The long bonds are up l 3/ 32nds . 

I s ee . 

And the intermediate bonds are up p roport i onat ely. 

Well , I ' d say it va s t aki ng 1t very val l . 

The background of 1 t ie t hat t here has been a good 
deal of selling - not whol e portfolios but soall 
percentages of nor t f ol1be tor the l ast three ~onthe 
1n ant1c1nat 1on. of a B 11 t z lt r 1 e g , or a big push. 
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And they are be~1nning to r,e t a little tired wait­
ing tor it, and some MVII been ho'!)ing to pt inter­
mediate and lon~r bonde ae a reeult ot t&e exchange~ 
Which vas expeoted. 

Hl~Jr: \Tell , a good teohn1oal eX"OlanaUon to give these 
~eople 111 the d1tt1culty ot ~rio1ng a three and 
3/8ths bond and a 1 and 1/2 note , you see? 

!\ : I see . 

'r.:Jr: That 's a good technical eX!)lan.etion. 

R: (Laughs.) 

R'Jr : You can believ. it or not, but a t least it 1 e -- it 
would be d1tt1cult Md there's only one other time 
1n ' 35 that ve ever retunded a bond and a note at 
the same time. 

H'!J r : 

!\ : 

S''J r: 

R: 

!i''J r: 

R: 

!!l 'Jr: 

R: 

R: 

Ul!l-hm. llell, I don't think 1t - - the gossi p isn ' t 
ot enough consequence to -- to varraRt talking about 
it. 

O. K. 

They Just take it as ie. 

Fine . 

And they'll accent it. 

Fine . 

Fine . 

I ' ll be talking t o you ~ain. 

'lhanlt you, air. 

Goodbye. 

Goodbye. 

• 
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)(!I(OIWIDUK J'OR: 

SUBJECT: 

Beore~&r7 Korgea~bau 

Conterenoe with Ooagre11 ... XarYln Jonee, 
Oball'llall ot the Bouee Oo..tUee on Acr1oultve. 

In aooordanoe w1~h JOur 1netruo~1oee, Kr. Eaker-Raoz 
and I went ~o Kr. Jone•' ott1oe at 10:00 A. K. to4&7 ~o 
d1eouee the oer~1t1oate plan tor agr1oul~ure. 

Kr. Joaee d1d not ll:.now whether the Oo..S.ttee would 
take the plaa 1er1ouel7 enollgb to JaeUfT haTlng a 
Trea1U1'7 appearaaoe before the Oo-.!Uee. Be will le~ 
r ou know later 1t IUab all appearaaoe 11 4ee1re4. 

Kr. Joaee knew ot JOur poa1t1on on the oert1t1oate 
plan and aake4 the reaeone 7011 obJeot to 1t. I .a.aar1zed 
the IUbetalloe ot the .. .,ralldua wh1oh 7 0 11 eeat to the 
Prel1dent. Be expreeeed a• h11 general •lev a pretereaoe 
tor agr1oul~ural aide 1n the fora ot appropr1a~1one troa 
the general tund to be t1naaoe4 thl'Otlgh general taxat1011 
1n the eau aanner a• are other go•eraaea~al tuno~1oae . 
He 1n41oate4 tha~ 1t 10M fora ot pl'OOelllng ~ax were 
f oUA4 neoee1ar7, he would prefer ~ J:'lllllar prooee~1.Jic 
tax rather thaa ~ eerUt1oate plall. 

Kr. Jonee ea14 he felt 1n a ra~r unoerta1n poe1Uon 
elnoe ~ Pree14ent expreeeed ao •lew on ~he oert1f1oate 
plall while the plu 11 be1.Jic epoaeore4 bJ oae oab1ne~ 
oft1oer alld oppoee4 b7 allO~her. Be val oonoerue4 abou~ 
being left out oa a l1ab. Be 1n41oate4 the belle t ~hat 
the Departaeat ot Agrloulture &1ght well han 4eo14ed 
t o etan4 on 1te paet prograa ae be111C eolmd and reaeonabl7 
adequate. 

!he oonereaUoa ea4e4 at about 10:30 whea Xr. Joa11 
had to aUead all ueeat1•e eell101l of h1e Oo..S.~tee. 

191 
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Ad-'111ral 
Spear: 

!!l·!Jr: 

s: 
puJr: 

Good .ornlng, elr. 

llu'Oh 5o 1CJ'C) 
11150 •••• 

Admiral, the SeaHtar:r epealtlng. 

Yee, I'm up on the Hill at tbe Oapltol. 

I Just called up to tell JOU I appl"eolated the 
cooperation that JOU ga•e me vh1le OolliiiB vas 
away. 

S: 'lbat ' e avtully nloe of you, Mr. 8e0Htary. 

El'Jr: And I enJoyed vorkln~ v1th ~u. 

S: Well, lt 1 e avtully nloe of you and I a~preoiate 
that •er:r muoh. I'm only too glad, any other 
time o~ee u~, to do anything I oan. 

Well , I'll be eeelng you again. 

Aye, aye, eir. Thank you •er:r muoh indeed • . 

Hl·'Jr: Goodbye, Adl!l1ral. 

s: OoodbJe, a1r. 
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