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'l'bcapiCDl 

B.III.Jra 

'l'holllpaona 

B.X.Jra 

Bellt 

B.Jt.Jrt 

Bellt 

B.I.Jra 

Bell. a 

.... O.ltoD 

... 111111 'ftoll 

... Pole7 

.... OoobND 
llr. ora••• 
Ill". -.t.te 
.... Oott­
Jir.Bell 
Mr. Sahwara 
llr. ~pacm 
liN nota 

'Jhl• aol'ld.Dg I - ••f'J aerlou.. I read lD 
the Waablnst- Poat tbat Cbar11e Weat 1a pa7 
111 tba ~IUrJ 11 loat 111 taw Jfoule eCCDOIIJ 
drln. 

Well• 1t 11 tl"U8 that the7 out $16.000 troa 
taw appl'Opr1at1on. bat tbat doean•t zwcea­
aar117 app13' to hie aal.&rJ. 

It cou14. 

It could. 7ea. 

BJ' that tS.. we rlll Jmow - aa Cl11o goea • eo 
so•• weat. 

Ill". Bell ~ )'OU get 1n touoh with the 
Pecleral ... ene people on th1a •tofT 1D the 
... York Mbaet 

It we•t a ba4 •tofT. 

'lhe7 wrote a •efT sood ltofT aD4 Clal'eDce L1Da 
Yl'Ote a D1oe atofT• too. 

I ha.a't pt that. 

Be wrote a Yef'J &004 •tofT• ••ld Jl"l Uk 
RDu•• or 'llllatenr hll - 1at .1114 I w1ll4 
1D:e 8DOtller ~. DID. 01n • -tiler da7• 
Gl't'e - •til DOOID• 

Well, Jft _.t to be able to tell P"'tJ .. u 
-, tba ea4 of to1•7• 
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Bell: 
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Let' a aae. I tell JOU, lllr. Pw-via ia oolllng 
1n at 3&00 and aa aoon aa be leaYea I will 
aee JOUo 

You don 1 t want an,' other dlac~aaion bef'ore 
thatt 

Ob, I can 't, because I h&Ya got a hell of a 
day today. But sometime aa aoon aa he leaYea, 
I will aee you. 

If' the ma11cet doe an' t change 11111oh, I think it 
ia pretty well aet, but I should think the 
note market might alow up. There cer~alnly 
will be s ome or the holders wbo won't want 
thle note. 'lbere will be aaae churning 1n 
the -11cet today, I should think, 

Would JOU pleaae get ott a cable right af'ter 
thia meeting to Butterworth' I would llka 
to know all about Sir Henry Self, 

Yee, air. 

JUat ae promptly ae poaeible, please. 

11bat elee, Dan' 
I think we are about in agre-ent with the Bank 
of' America so ~ aa the Comptroller's Of'f'loe 
and tbill Bank or Amerlca are ooncerned. I think 
it will be wound up today. 

Wonderful, 

They worked laat night until llaOO o'clock on 
that. )(r. CWshlng called 1111'. Ghnn1n1 laat 
n16ht on the telepbone and they are all ready 
to COllie down •~ tiM today. 

1lbo will 00118 down' 

)(r. cuab1ng will -· down to tbe Treaaury today 
and baYa a general ••tin&• 

I •••• 

' 
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B.III.Jra 

!!ella 

H, Jf,Jrl 

Bell! 

B.IC. Jra 

Bella 

H.IC.Jr1 

Bella 

Probably thia attei'IIOon. 

Splendid. 

I th1nlr: we will certainly get rid ot it toda7 
or tomorl'Ow • eo tar as we are coneeroed. 
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What I th1nk you ought to do 11 thiaa I haven't 
1n1'ormed the President recently. I think you 
ought to have this 111 mind. Before I write the 
letter to Jones asking tor the money. I think I 
ought to send the Pre111dent a a\llllll&ry and aay I 
reoo111110nd that we go ahead with this and i.t he 
approves I will send the enclosed letter to 
Kr. Jones, you see. 

All right. I th111k the -7 they want to handle 
it- I don't know - ia that the Bank will send 
this _,randua to the CoiiiPtroller and say that 
they will agree to adopt thia procedure and then 
the Comptroller wlll reply, saylng that it ie 
all rif;t• aa tar as his ottioe ia oonceroed. 
It won t be an agreement. I understand they 
don't want to oome to any binding agre-nt. 
It will be sort ot an UDderatand1ng between 
the two ottieea and you ought to set that either 
toda7 or tomorrow. 

Well, you won't have any trouble with ae. You 
wont t have my trouble w1 th t he Prea1dent. 

I shouJA.n • t thiDk eo. 

He will juat take my word tor it. 

'lbe other thing is • there han been a n,_er ot 
b1lla 111trodueed 111 Congreaa tor the rel1et ot 
FS nl •nd • 111 one t~ or another, loans • ret1:u'lled 
111tereat bu been paid, $22.,000 -s paid 111 
Deenber. llr. DougbtoD oalled 'UP yesterday end 
wanted a bU1'1"1ed report on that 11114 'llbat ,.. are 
telling h1a 1a that 111 view ot the tact that 
billa to 111oreaae the lendSng authDr1ty ot the 
Export-lJiport Bank have gone tbroup and beu 
a1gned by the Preaidct, the Trea8\U'7 Depa.rt.et 
1a ot the op1D1on that tbaae ft.rloua b1l~ on 
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Bella 

H, .M,Jrt 

Cotton a 

B, Jl,Jra 

Cottona 

B.II,J ra 

Oottona 

thie subJect are not nece11&r7 at thie time. 
Do 'JOU want to go that •troaa, or Juet rahe 
the question a• to whether th117 are nece•Al'J 
1n view or th1e leg1elatioot 

Jue t rain t h e question. 

All rignt. that ie all I have, 

Joe, I wleh that you would, through the Director 
of the Export-Daport Bank, begin to get for me 
110nthly or weekly summaries or these variou• -
or wi'W. t t hese various countries do w1 th the 
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110ney we lend th8111 now, and particularl7 Finland, 
flh.&t h ave the7 done with what they have alrea4y, 
and Norway, Sweden, t!b1n•. Tbeae various thiaa• -
I th.1nk if 'JOU would -.ke it a part of your bue1-
nesa - and there llignt evan be a poaeib111ty of 
golaa and v1e1ttaa their oft1cu where they do 
bueineee and 1ee what they look like, whether 
they are run in a bue1ne1111ke manner. I think 
th& t - now, th117 -y be oolling in here, I don • t 
know, with a weekly report. 

Yea, I get a weekly report of the Bank c ODdition 
and pending c011111tmenta and d1abureementa, but 
that isn't exactly wbat 'JOU were tallr1ng about, 
You want to know the ueea of the money, I 1uppoee. 

Yea, and I have particularly Finland 1n llind. 
I haven't the faintest idea or what they are 
doing. 

They have drawn down Vll"'f little of that 10 
111111on, practically noth1aa. The Bulk eaye 
thet ther have - de arrange•ntl tor 110et of 
it, but t baen1 t been qu.ite closed. 

The thing, for 1netanca, t bat .urpr1eed •• 'JOU 
aee, I -• 1n on thie on several t'tm4a u eort 
of 1nfo~l co~ tor for the President on 
purobaeaa, you aee, for theae various countr1ea. 
I gat that tluoou8b what I oa11 t1w •eou1na o.­
llitt••· • I Man the actual purobaaea, the 
big piU'ahUea. 

Yea. 
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Then, I don It kDow and I oan 1 t UJideretand -
f\li;r.,f -th or two -the •so Finland waa 
ta about bn'11Dg 50 111ll1on round• ot 
emmons. ion ti'OIII Re.ington and then laat ... k 
the;r announced that - it 1a 1Dexouaable. I 
know ~gton has it. I know the:r oould sell 
it to thea. I know the •o\Dlt ot 110n87 that 
Finland haa caah on hand, which 111 a great · 
deal and which the:r are not ua1Dg - am I rightf 

Yea, air. 

Th87 are not ua1Dg 1t. IU.;rbe it 1a all cCIIII­
Dd.tted, 70u aee, but the:r ban a lot ot oaah 
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ca hand, eo I aa Juat curious. It Juat doesn't -
there _,. be an explanatica, but --

The ezplanat1on ot that oaah balance aeeaa to 
be hard, 

On th1e other thing, on the Bxport-llllport Bank 
10 lll1ll1on dollar credit, ot cour .. wbat the:r 
were - I imagine th87 were tr71ng - I mean, eveey­
bod;r 111 vecy huah-huah about tbeae things, but 
they were t~g to work out a trade with the 
Brit1ah atutt they bought eo it would result 1n 
U'll.ll shipment trom area t Bri ta1D. 

~t k1Dd ot products are the;r buJing here, aee, 

Right. 

And 70u aee 'lbat I am tcy1Dg to get - we are 
doing thia thing now on two rronte. I am going 
to get through Haaa - it 11 Y8!'7 interesting -
I can get each da;r the mmber ot cara that go 
tor e.11p0rt to the port or lew York and on a 
weekl:r baa1a the nu.ber ot oars that move to •••1'7 port with the exception ot the Weat eout 
and the:r break 1t down u to c-• dit1ee, :rou 
aee. Baaa 1a g1'11Dg it to • 1D secret. Wow, 
it, tor S.Utanoe, Pl:nlaDd 1a ba71DS &IQ' -ant 
~ t.bl port prodUcts wbich go to Krtgland and 
Bllglul1 gina tb• aoaeth'na - 1D other worda, 
I - t!'71Dg tiD pt tbia thing all together. 
11l1to 1a doillg tho external th1Dg an4 ,.atel'daJ 
eoaebodJ gan t.bl Preo14ant a tS.gve that tblee 
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Cottonr 
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11h1ter 
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e<abined oo1mtl'1ea were go1.aa to b1q two 
b1ll1cn dollar• in th1a oountl"J, Whloh Hal"l"J 
and I don 1t tb1nk 1a 80, eo &1le P1nland 1a 
onl7 a piece of - 1t PlnlaM 1a ~nf - how 
are the7 going to spend thia mcme7 tor 
lfbat! So 1t J'OU could coYer the front that 
baa to do with .,ne7 loaned b7 the Export­
Import and what 1t goea tor and leave - get 
ua an eatt.ate the wa7 the Frenoh and Ezlal1ah 
have g1Yen ue ae to lfbat the7 are going to 
epend, 1t g1Yea me another loophole m!ch I 
haven't covered. 

'lbere ~ be a lag on the upei:WU turee of &n7-
wbere trom a week to two or three months 1n 
the expend! turee ae OOIIq)&l'ed w1 th thll llhi)aente. 
Poaa1b17 Joe might be able to go further than 
that and find out trca the co.aitmenta --

Yee, that 111 111bat I 11111ant. I ea1d that, com­
mitmenta. 

Yea, well --

Do 7011 get the 1deat 

I get the idea. 
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I talked 1t over with 11h1te and Coohran to .alee 
eure we are not c21lpl1oating and I - not getting 
aometh1~ 1n here, 7011 aee - but it' I knew - 111bat 
I - t1")"1.ng to get tl'o1ll White 1a a n'llllber ot' 
thinga. I - trying to t'oreoaat the beet I oan 
tor the next J'&&r, wbat are theee bell1gerenta 
going to bu7 trca ua, a leo these neutrah ad­
jacent to belllgerenta. Then· we are watoh1aa 
the co.-1 taan ta. It J'OU could cover tbe Export­
Import, that would g1Ye ua another piece. 
Ien't that l'1ght, :lfUT7! 

Yea: I - wondering &ether be oould work 
throuab tlw Bxport-IIIport or wuthar JOU 
d1reotlf ooul4 aak th8ae n.l'1ou agenoiea, 
tba 1'1DD1ah &1111 the BornlpD and the CJlineaa 
to-
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B. li. Jr: 

Cott on: 

Bell : 

H. M. J'r s 

- 7 -

does it ae my representative . 

I eay either through the Export-Import Bank, 
the Directors -

You have the assignment. Ta lk it over rlth 
Merle a nd 'lthite to make sure there ie no 
duplicatton. 

In the room here, I have got a request on my 
desk for 150 planes for Finland. Now, the 
question comes up, how a r e they going to pay 
for them, s ee, and of course the other ques­
tion was a much more difficult one, where 
they were going to set them. I mean, aooner 
or later all of tbat stu!!' nows across ~ 
desk, but I don 1 t know what t hese countries -
what they are buying. There ia a misaion here 
trom Begium. There ia a Srlas mission. Merle 
knows all these people and he could put you 
in contact. Vlhat are the Swiae doing, what 
a.r e the Belgians doingT I want you to oon­
N::led yourself to t hose wh1oh are being fi­
nanced by the Export- Import. 

Yea. 

Incidentally, some place, aoiiWihoW, Cecil Dickson 
got too accurate a figure on what our sec ret 
estimates are tor tax receipts for March 15 . 
Ia tha t r i ght? 

For the month of March. 

Yea, and might I suggest again, I know the 
people come in, I lmow i t ia hard to eea them, 
but Will you do this for me, if you see theea 
people or the Kintnera and the Aleopa or the 
Pearaone and the Allene, and ao forth and eo 
on, tel l Qliok Sc:h11ar& about it, aee. I do 
when I aee t h em. When I eee th-, Oliok Schwar& 
eita at~ eide and it I do it I don't aee why 
the other tellowa can't do it. But when the.a 
people come 1n, they get a little piece here 
and a littl e piece there. You 111&7 not attach 
1.07 e1gn1t1cance to 1t, bllt 1t you gi 'fe it to 
Oliok, Qliok being the tunnel that it all 

199 

Regraded Uclassified



Schwarsu 
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tlowa tbl'ouah - I don't •1 that ;rou ha'f'e 
to han h1a there when tbe7 are there. bu.t 
it wc.1l4 be nice it he -• there. but at 
least tell h1m atterwarde and gi•e him tbe 
high polnta ot the oonvereation eo that he 
knowe. eo at leaet I ba•e eome pereon that 
I oan hold reeponaible tor lntor.ation that 
ia going out. I know tbeae tellowa 1'IDl all 
over the place and I know it 1a ditt1cult 
not to aee th-. and I aa not ea7ing that 
;rou aboul4n 1t aee th•• but at leaet tell 
<hick about it. To ahow how I ott8Dd ..,.aelt. 
I -t the AI' fellow here a wek or ten da7a 
ago and he 1a a •er,. oloae trilllld ot Kr. HaDe a • 
and ·he aaid •o-thlng to ae and I add• "Wen. 
it ;rou notice. I aa the tiret pereon who aan­
t1oned the word 'oonawaer' ln connection with 
the .t.aeoc1ated Oaa and Bleotr1o. • lle.xt da7 
he writes the ator,.. •11orgenthau ia the onl7 
friend or the cona,_r. • or •-•thing like that. 

8<laaeth1ng like tmt. 1bat -• the -phallie or 
JOur activ1tiea. 

And agaln showing how the7 -phaei&ed it. 
•Third Tel'la Rwaore Reach a llew Bigb. Worsan­
thau R-rk &lao Bald aa Sign that he Doee Not 
Look on <hiet aa O&D41date. 

•seoretar,. Jlorsenthau. oloee tr1&D4 and Dlloheu 
OoUilt)' nei~bor or Preaident Rooae•elt. made a 
~ dul"lng an exchange with oorreapondeta 
at h1a preae contel'«loe tb1a attel'DOOD Wbiah 
indicated to eo• that 1n h1a own l8lnd ha 
doea not th1Dk the preaent occupant ot the 
White Bouee will return next Je&r• 

8 'lhe newepaper -n wre preeaing the Secretar,. 
tor eome 1nJr11ng or the purpoae or a cooterenoe 
at tbe Wb1te Bou.ae th1a .,m1ng at "lii!J.oh tbe 
Prea1cSent. SeoretarJ worsenthau. Qa1l'la&D 
llarrf.ner s. Eocl•• of the Federal. lbtaene J!ouid 
and eo- Oonz-•nt -~•t• wre preeent. 
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Bell : 
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House eecrets as well as d ispense news when 
duly authorized. 

"mien some of his questioners finally indicated 
the Secretary might, in effect, go over the bead 
of t he 't'lhite House secretary, lolr, Jo!orgenthau 
said in an undertone, a s a sort of afterthought : 

"'Aft er all, I've got to live with Early for 
the rest of t he year.' " 

I am again saying it, please keep Schwarz ad­
vised it you do see representatives of the 
press and then I can hold him responsible tor 
'lllha. t 1e going on. 

Is Dickson an AP mant 

flhat is tbatt 

International News Service . 

Here is the --

AP had a figure in a month ago. 

'l'bey cl.llle w1 thin 8 million dollars of being 
right, which 1B too right. 

The only thing he did wrong, he applied it t o 
inoome taxee where t he 800 million applies 
to all revenues. He applied it to income taxes 
alone. 

Recentlyt 

Three days ago, I guese. 

Before that, you remember tbe AP bad it right 
on the nose. 

Chick, hAve you got anythingt 

Under control. 

.roet 
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Cotton a 

B,M,Jrl 

Cochran I 

B.li. Jrr 

Ooob.ranr 

B,M,Jrr 

Sullivan a 

B.K.Jrr 

Sullhanr 

B.K.Jrr 

Sullivan a 

B.M • .Trr 

PoleJI 

B.X • .Tra 

llerlet 

Le1"07-Beaulleu telephoned down laat Digtlt 
that Proteuor R1at bad &1'1'1Ye4 on the 
ftebtn«t;on aD4 U.t Ill'. Plenn would be on 
the Cl!ppel'. 

And I .. nt word to R1at that he baa got to 
be .brousht 111 b7 h11 AabB.Ia&4ol'. I don't 
want an7 oontaot nth the PNI1dant without 
hie Aabaua4or. 

JlaYO we NOB1Ye4 ~ otf1o1al word OD th11 
D8W all' - who 1a telr1ng --

You know. I got a olearanoa tl'OIII the Prea14ent 
on that Arrq and Jlay,- th1 ng. 

Ia that aot 

Heroul.ea. dul'clllt. to gi•e th- tour .ontha. 

~ aN ••king a l'equeet. 

Well. I ban •*ed ~to. Blat 1t 1m 1 t a 
d-"" • bat I haw put 1t to th• thl'ea ts-e. 
It he doam't get 1t, th87 get the powder Ul7'" 
•7 • beoaue the Pree14ent D8nr ra1ae4 the 
queet1on, but I aaked th• OD17 )"Bitel'da7 -., 
ha•• 1t - 111 that -7· 

I lboul4 tb1llk h8 .ald do t'bat, at l ... t. 

I - •1'8 bl rill. 
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ftwN 1a a letMI' r.a. J'aatloe on the IDd1ene 

a1t•tlon -t I han d.-a to Bblel'o a-z. 
••nt CIIQt tor ... lldd1i.lond 1Dtoz-at1ca. en 
that oo.•• s.a, 1 -t to talk to 7011 abolat u. 

.Jutloet 
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Yea. 

'lbe bo~ bad it 7eaterda7 that the abo1r cauae 
order bad gone out trc. J\latioe, the oewapaper 
•n bad it. 

'l'he:r weren't right. 

o. x. Who 111 going to aee .. , 

Well, Elaer wants to get aCIIIIe into~t1on. When 
he geta the into~tion, I will aak to aee JOU• 

Tell Elaer to ca.e up and aee - ao-tt... 

lfo. 

Herbert' 

I have a •morandua here tro• our group that JOU 
aeked to cooaider the Brasilian Steel matter. 
The aubatance ot the 118110r&nd\a h •s..:!J that 
we don't think JOU ahould get into it eaa JOU 
want to ban the or1gjnal oo..tttee reoonatituted 
to CODaider debta and all other teaturea ot 
South AMrio&D tinanoea. 

Ot oourae, JOU people didn't aee Miranda. I did 
laat night. 

I did. 

Ob, we ba.,. got to get new guidance. 

I a&id to her - U14 abe didn't set it at al.l • 
.. ill JOU pleaae aeD4 word to Dr • .ll'IDha. tb&t 
thll ara.ilian debt ia -oeled. • 8be aaid, .So,. 
Shena .nelou. 

8be .._ laat night tor tbe Pzleaidat. S1Doe 
aeelns Arsatina - I ha't"e ne.,.r aelll lllJ1ibllll 
like M1NDda a1Doe I aaw &rsentS. wbell I na 
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in Geneva, She i a pla71,ng tmi gbt - the 
rest ot the week. It an7bod7 wants enter­
ta1nment, abe i a a great artist, You know, 
President Souza- Coat& aaid ahe is wor th all 
the Alllbaaaadora eomb1ned. Aa tar aa he i s 
eoneerned, llbe ean tire tham all, 

Well , I am having lunch with Jeue Jones aDd 
I will ask him to - I tell rou what I would 
like JOU to do , Joe, wri te me a l etter to 
Mr. Hull , baaed on the letter Which he wrote 
me, asking me to do this , 70U s ee , and aa7 
tba t I dm 't feel that we are equipped to do 
thi s sort of work and therefore it he wants 
s<D~ebody to undertake it outa1de of the State 
Department, I suggest he ask Xr. Joaes, !l'ave 
that on =1 desk before laOO o 1 el ock and I ean 
Show it to Jeaae and ask h1m 1t it is agree­
able to him, 

can I have the eop7 ot that letterT I think 
you have i t. 

Yea, and have it on mr desk before 1:00 o 1 eloek. 

Lar17 Duggan called me m> and 1a anxious to know 
what , it anrth1ng, we are going to do. Is there 
anr ob jection to my telling Larry that we are 
not l1kel7 to do anythingf 

I eant t IIIII it. 

o. K., gentlemen. 
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STRICTLY CONdDENiiA . zos 
TREASURY DEPARTMENT 

INTII!R..OFFICIE COMMUNICA,ON 

OA'R llaroll 6 0 19110 

'110" Kr. Ooobrall 

J.i 11125 thlo foruooa, tho S.Ontar,o ub4 M to Weph.,.• Xlahtar 
ProoOpe of :r1a1u4 1a recaN to la1o nqun ...te 7111\enq for 150 JVnl\ 
plue• u4 36 11~ \oallero. n. S.Ontar)' oald tMoo Oft14 oal7 llo o'll­
talaod it tbt .&11114 Parobul.ac OOIIalolioa VVlll4 111 wiUlac to n1 ... • tbt 
clulnd ~~~~Per of 36 P Cunho noh'au 11114 MarUa or DancJ .. 11•• lluboro. 
Oouoquut}J', tM Soontar,o 11114 tlllca \hlo ..thr 'lp wiU!. Mr. Plarrio wbo, 1a 

t'IIJ'1l, .u ooanl.UJ!C hh poop1o b \M premou, 11114 would lot tbt Seon\ar)' 

taow tbt •- withla tM aan ~ or two. fllero 11 pooollllo ao otllilr ~ 
ot ollt•talac tM nobhu whl.oh tM :rtuo dodn. It thooo plauo wro to 

be nrrn4trl4 117 tM .Al.Uid Parohaotac OOIIalolloa, lt would ..aa that 
cltll nr7 to huoo wo'Ol.d 'bo oorn~~polllll1DC17 roducld, otaoe tho•• tnoa of 
plano• are aow oa order for :rr.aco. 

I pn thlo MIUCO porooul17 to X1ahter Prcoopo lr7 tolllpbou at 11135 
a... lJa uowor to tho Xiahter'• quoUOil u to 'llbero Pardo 111 .. 111, I 
p.n bla tM 1144rooo of tM Yuhlact;oa offloo of tho huoo-"-loaa Pvo!l&o-
1DC Board, aad let hb lmov abo that Mr. Pardo will 'bo ia Yuhiactoa 
to.orrow. !M Mlahtor1 o tint idea bad 'bMa to ruh to • .., Tol'lt to "" 

llr. Pardo, but I 'belli'YI aow that M will elthor -1\ word troa tbt S.On\ar)' 
bluelt, or o~r to cot b toach with Mr. Pam• 111»a tbt laUor Yillto 
laablact;oa. 

!M Xiahhr oa14 M •• IIJ.oo proparlJic tho da\a la ~ to :rtaallh 

purc~haln 1a tho 'D'aitod 1\ahl *ioh M prolliood u 7nhl'dq would 111 ...te 
aft11Plo. lie oald bt VVlll4. ollllll .. tho doo-ah u •- u OOip1oto4. 

'lball tho Xialotar - to ..,. ottioo 7111tol'dq attonooa, fo11ovi'AC hit 

ooataruco with tho Seontar)', I pn to lda a -l'UIIIa troa Xr. loll'• 
otnc. la record to tho Irloh UlleraUoa 1-
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATa March 50 19ilo 

ro Secretar,r Morcantba~ 

,...,,. Ill'. Coohrall 

fM aOT•ant in ~ ehrl1DC rate t~ waa "1V7 e1a1la.r to Ulat llhich 
occurred ;yeetdq, with a cl.eol1ne 1a .Aaeter«a being followd 11)' a ltee4T111C 
or the quotation 1n the J:ew York urlcet. Juat before ow opeaiJIC, ehrl1DC 
vat quoted in Amaterdaa at 3.89, the 1oweet rate einoe Deo .. ber 1, 1939. 
lluoinua wae done at thh rate when the marlcet opened ln J:ev Torlc 'but then a 
ateadier tone appeared an4 eterl1ac advanced to 3.90 Juet before noontiae. 
Until mid-afternoon, the q~tation fluctuated within a DanOW range. J.t about 
that Ume a firmer tendanoy eca1n denloped and the rate r•oh.., a h1Cil ~ 
3·90-3/8 at the cloee. 

Jroa the tiguree that f ollow, it will be eeen Ulat t~'• turnOTer 
vae not fez below the crean:r expenlled w1uae recorded yethrdq, 

Selee of epot eterl1ac b7 the eix reporUac b&Db and the :re4eral 
ReaOI'Te Banlc of !lew York t otaled -.sl!o ,000 from the f ollowing eoureeu 

)f commercial concerne •• •••..••.•••••••••••••••••.•• ••• It 174,000 
lly foreign banlc1 (Jllrope, :fez :raet an4 South .Aaerica) •• I. 636,000 
liT :rederal lleeern l!ult of J:ew Tor!t (for Tugoelana),., I. 30,000 

total •• •••• • 's4o,ooo 

lt7- co.ac:erc1al coDC erDe • • • •••• •••••••••• • • • •••••••••• • •• ~ la26,ooo 
liT foreign b&Db (:la.rope aDd :fez :laat) ................. I. 216,000 

!o\&1, •••••• * 642,000 

!be quotaUona for on-onth and thre-ontha forward eterlinc widened 
to l-l/ '41 and 4/ dieoount per polUIA reepeoU nl)'. 

!be followiDC repori111C benlce 110ld cotton b1lle t otaliDC 1.111,000 to the 
Brlthh Control on the baaie ~ the ~fleial rate ~ 14. 02- 1/21 

I. 17,000 b7 the J:aUaal City Jlanlt 
16,000 11)' the Ooarant)' ~ CDIIPI"'1 

14,000 by the Obue J:aUoaal Jlanlt 
3.000 by the •nicer• ~ Coapa'l)' 
1 0000 by the IrY111C !ruat Collpe'l)' 

I. ij1,000 total 
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!he 411ocraal for the O..•e41e• 4ol.lc w14au4 to4q h cloee at 1'4-3/sf.. 
!l'bh it the lowed rah for Ulat crvreq reoor4e4 ei.Jioe aU-1933. U w.e 
r eported that a •w York 1lalllt reodn4 aa or4er froa Chioap to Ml1 about 
100,000 Cuo~~.U.aa 4ollare. Jla.e to the ~r-. th111Uu ot the aarltat, thie 
order ha4 a 411J>reee1JII etfeot oa the rate, !!ae aarltM alleea.ce of li!Q'ere ot 
CfneAtea 4ollarl 11 r...U.q apl.aillM ~ the hot tbat, 'llllller the pr .. ed 
Cfne.Siu lzchnc• Control reculaUOIU, the uee Wioh .., be .U ot Oev«!­

d.ol.l&re purcl>.Ue4 ill the frH aarbt are ~r••~ UaUe4. 

!he other blport&nt ovrea.ciee cloee4 aa f ollowe1 

heDCh fraace 
Ou114ere 
Swiee fraDCe 
Belcae 

.0221-1/8 

.5313-1/2 
, 22'42-1/2 
.1690 

Ve purchaae4 the f ollowiDC ea~ah of gold troa the eenarltecl. acccnmh 
ot t he balllta 1Ddicatecl.l 

$ 1 ,180 ,000 fro• the -.uouJ. Jlult ot Jbmente 
350,000 fro• the Jlult ot the Co1•b1aA llepubllc 

$ 1,530,000 !otal 

!be J'e4eral :a .. ern llaDit ot •w Yo:rlt reported that the followiDC ehipmeh 
ot gold were being aent to itl 

$ 3,292,000 troa Cane"t, eh1ppe4 ~ the llelllt ot Clened•, Ottawa, tor eale to the 
11. s .. beq ottice. 

2, 251 , 000 fro• SwiherlaD4, ah1ppe4 liT the llwl. ae -.uouJ. Baalt tor ih owa 
aceout. 

2,2116,000 troa h~n4, ah1ppe4 117 the llelllt 0t ~laDol f~ acc01111t of the lwhe 
•atioul. llelt, 

2,106,000 fro• Col•llia, eh1ppe4 ~ the llaDit ot the Coloabi&A ll.epubl1o f or ih 
cnm acccnmt. 

T$ -::9-::,8~95=-,":'Cooo~ !otal 

!he dlapoaiUon ot the laat three ehipeenh 1e Wlltnowa at the pruent Uae, blat 
111 all probablli\7 the;r will be earaarltecl. at the J'e4eral Reaene Bank. 

Oa the report ot J'e~ 2& reoein4 traa the J'e4eral Rea- Jlealt ot 
lew Yorlt ch1JII the f oreip arhe'IC" poeU1ou ot llaDita aa4 'bezllcen 1a lh 
41nr1ct, the total poaUioa ot all ovrnciea wu lhort the equ!ftl•t ot 
$2o,925,ooo, aa berea" ot $622,000 ill the art poalUoa. !!ae an cbupe 
111 the poalUona are aa foll .... l 
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_., POI~IC. ... POmiC. AmMP m 
e<mHJ' J'lllltldl' 21 118* 1111' 21 ._ roamc. 
.,, .... m.~1~,ooo • 9.91!1.000 • 1195,000 (Deonue) 
~ 5,llol,ooo 6 ,5(i0,0011 1,152,000 
Cua4a 191,0011 61,0011 ~·000 (Deonue) 
L&tla .Aaerloa 510,000 579,0011 ,0011 
J~ 2,622,000 2 , 735,0011 U3,000 
Oilier Aaia 1,2J6,ooo 1 , 1)65,0011 171,000 (I'IGI'NN) 
All othen 71,000 <r.o.c> 1,000 (Loac) n.ooo <~'-•• .. ta · 

!ottl. $20.303.006 t2o.925,000 
r.o.c PotU loa) 

• 622,000 

0 l DClu4Lt loN& u4 lfazlo!aaria 

Jollow111C ~n.nq• t rite 1a \he Lo114oa ellnr wb' qutaUoae, a .u& 
rOLCtlOJl Llt lJl ~. fU priOLL tor tpot ..t tOS"-4 tllftr llo\ll tLll 5/UA 
to 20-15/164 u4 20-13/164 rLtpLCUft}T, fU 1J, I , eqw.lftlldt .... 36,651 al 
36 . 20~. 

llaa4T u4 Bu-aa'• price tor t orelp tllftr 'IIUI 11Mbenp4 •• ,._3f14t. a. 
fr .. IU1'7t [ prlcl W&l alto UMbp=pf &t ,~. 

¥1 MAle ,._ pvobatLL of tllftr tottl.lJIC 559,000 - 11114_. tM 111ftr 
Paz-cb&LL .Act, Of tlliL -'• ,00,000 -- l'tlpl'L..-14 ttl.Lt froe ~ 
aD4 the r-.lJiiac 259, 000 em au ooaaltte4 ot - p~laa troll toretp o....trin, 
t or tarver4 4Ll1ft17, 

VL tl.LO parobuL4 200,000 -·of tllftr froe the~ of "tref• ....... -

r fCII].az' ao~ cr ••••· 
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RE CHARGES AGAI'NST tm. HATHCOCJr March 5 , 1940. 

10100 a.m. 
Present a 

H. :.t . Jrt 

Dougllton: 

Congressman Dougnton 
t!r , Sullivan 
!.lr. Schwarz 
Yr. Fole;r 
Yr, Thompson 

Well , do you (Doughton) want to state your 
understanding of Bathcoclc 1 s complaint, what­
ever hie CQIIIpla1nt ie, or llhould we atate 
our complaint ag~~.inat Ha thcockt 

I think 1t would be beet to do that , your 
complaint made aga1nat Bathooclc, and 1t there 
are cil&rgea, I was going to auggoat that 1f 
there are chargee preferred aga1nat Bathcoclc -
now, ploaao understand I am not taking a1dea 
1n th1a matter. I know Hathcoclc very well 
and 11' there 1a anything I can do to help 
smooth tho t~g out and get it aettled 1n 
a way that the Board can tunction like it 
llhould, remove the diaaenaion, I would like 
to do that. If I can't help a ccomplish that, 
aa far as I am concerned, unleaa it becomes 
tho - f1r1 duty a s Olai~ of tho Col!llll1ttoe to 
take aome action about it which I have die­
cussed with our Olio! Counsel, of couree, I 
will got out of 1 t. I &Ill not looking for &nJ 
new responsibilities. I have got some work 
to do t hat pertaina prt.aril;r to f1r1 responsi­
bilities . My Committee baa some roaponaibilit;r 
about aome th1nga , but I doubt if they reach 
this case , but if they do, then I will come 
1n when I .am sure that they do, but I have 
been very hopeful from what I have heard that 
the matter can be straightened out and a1110othed 
out and tho d1aagreementa settled 1n acme wa;r . 
ao that the Board could function aa it abould. 

I doo't know what the QlalnDan or other ~re 
of the Boe.rd ma;r have aga1nat )lr. Eathcoclc. 
Kr. Hathcock has talked to me about it and 
feel.l 1n a0111e reapecta that he haan' t be­
gi ven the conaideretioo due h1m 1n certain 
reepecta. In other worda, he aaid to me that 
he knoW• that thi.nga are not working aat11-
factor1l;r down there, 111110otbl;r • 

• 
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Thomp eon 1 

Dougbtonl 

B. l!. J rz 

'lhoiiiP eon 1 

B.M. Jrl 

Doughtona 
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• 

I th1DJc th1e, it JOU will pardon the augpa­
tion, it ti:Mre are reall7 -pla1nta either 
W&J that can't be aettlecl without it, it baa 
to SO into a g8D8re.l d1eouee1on and 1nYeet1p­
t1on, that ti:M ahargee ovsht to be pretel'Nd 
1n writ1D& and gin hSa eo long to an.ewer 
tboee omrse•. I neYer oan deal. with a caee 
until I get all the taota. 

'Blat 1e a good idea. 

Ot oouree, that ie 1br ,.ou and not tor .. t.o 
decide. I juat make that eusseetion tor ~t 
it ie worth. 

Bo~, eat ia the uaual prooeclure with a 
-tter ot a 'l're&SUl'J -plOJee' Bon.n ~paon 
1e J117 A4w1nhtrathe Aedetant. Be 1e tlw 
tellow that keepa • out ot jail and eeea that 
I do these tb1nge properlJ. Re baa a hard u.-. 
Well, it there ie 1<1111 41eagre .. ent between 
-bere, w uaually try to work that out, but 
1t it reaohee a etate Where there are chars•• 
going back and torth, the proper proceclure 1e 
to tile chargee and have tb- anewered. 

There bave been chargee .ade to ae, ao talking 
out loa.d here - we will do our ~ork 1n 
tl'ont ot ~ old trielld (Dougbton) here. I 
don't eee 'tlby that IIU&Seet1on or tbe CJlai~ 
ien•t a good -1 to prooee4, that theee chargee 
be wr1 tten out and preeented to ll:r. Hathcock 
and he baa a cbanoe to anewer thea. 

'!'bat 1e the uaual prooedm'e. 

~t 1a what augpeted iteelt to ae. Be baen't 
preterrecl uq chargea. IJe !:Me juat upla1Decl 
to ae hh a1t.t1on do- ti:Mre. 

Io, we --

It ie .,ery unaatiataotory. You haYe obargeet 

WeU, .. a -tt•r ot tact 1t baa beea re~D4e4 
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Dough ton: 

H. M. Jr: 

Doughton: 

H .~.Jr: 

Doughton: 

R.li.Jr: 

Dough ton: 

- s -

to me that I cUamiaa th1a man. It baa been 
recommended that thia man ehould be d1a­
m1aaed on aocount ot h1a conduct. I mean, 
it baa been det1ni telr reco-ended. 

I got the 1lllpreea1on of' something ot that 
kind !rem our conversation on the phone, 
althougll rou didn1 t ear apec1ficalll"• 

Definitel}", I have a recommendation that the 
man be d111m1aaed from the Treasury. 

Ill this all goins on the reoordT 

'lhere 1a onll" one copy and I get it and nobody 
alae gete it. 'lhere 111 onll" one COPl"• 

I want to sal" this. I den 1 t know an,.thing 
about - only 11'hat he baa related to me. I 
have known Hathcock a l ong time. He -• 
appointed here upon 'Ill}" reco11111endation and 
request many ,.aara ago and then he resigned 
to practice law and then he was reinstated. 
He was up in the Chief Counsel1 s ·ott1ce quite 
a while. 

I think thia about Hathcock: I think I aa 
just ified in - it would take consi derable 
evidence - of course, evidence could be a4oo 
duced that could ch•nge yq mind. I think 
there are two things about Hathcock. I think 
he ia honest and I think he ia capable. I 
can establish the f a ct that down in the Chief' 
Counsel t a office he prevented a lot of fraud 
down there. There were a lot of folks wanted 
to get rid or him down there because he -• 
k.ind ~ in their wa,.. 

Did .Tolumy Hanes ever talk to 70u aboat Hath­
oockt 

He mc1t1oued something to 11e about Hathcock 
one t1JDe and I .. aat1afied that he didn't 
give ae an7 facta, but I .. at1af1ed that 
the crowd wanted to blow him up down there 
and the7 were tl"Jing to prejudice or polson 
other partlea against Hathcock. I think he 
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H,X,Jlor 

Doughtonr 

H. V.Jrr 

Doughten: 

H,!.!,Jr: 

Dougbton: 

H,X,Jrr 

baa ha4 hia anlea iD a lot or people beoauae 
thef ooul.dn' t aooo..,llah thiD&a iD tba n7 ot 
tax retuDda beo&UH ba na 1n the ft7• I thlDJI: 
lt oan be de.onatl'&te4. I th!U one MD na 
d1-s.aae4 beoauM he 'IIDOOTeNd outl"ipt a oaae 
ot tl'&'lllt. 

Jobml7 Banea 0011plalned to -· not once blat a 
aa.ber or tL.ea, b1tterl7 about Hathcock. 

Dld ba baae that o0111plaiDt on Bathcook'a treat­
ment or him or reporta that bad been -de to 
him! 

I don't know, He aa.e 1n here on a nu.ber ot 
ocoas1ona and ecapl&ined and on aeoo'llllt or 
Hanes• caaplalnt to- --

I tell 70U where I th1nk you wmld get a -

On account or Hanes' oompla1nt to-· he na 
taka out or the Bureau aDd put on this Procea­
a1ng Tax Board. 

I think 10U wval4 r1D4 - 1t 1a atrange 1r he 
na taka out or tbe Bureau. I UDderetand that -
1t na atate4 to- 'llhen he na put on th1a 
Prooeaa1Ds '1'alt Board that ~ bad DD ~11»•• 
beiDa appo1Dte4 tbere, B• na rnoTe4 ~ 
tba Qdet Oounael1 a ott1oe because he na -­
nUataotoJ'7 dDIID there. He na p~te4 cs­
there and h1a sala1'7 na 1Doreaae4 aDd he ••• 
told -.ben that na dme that he would be re­
•n4e4 tor a better job 1t he WDtM 1t, So 
1t 1a atrase to be pro-tilla • ~ •• loq 
u ba atqecl theN WbaD ba na g1't'ing tl'VIlble 
ud na 'IIDNt1ataotol"f• I th!U you will t1n4 
tb&t 1D tba reoord. 

I neYer •t Bathoock. I - Cllll7 ta-'"•r with 
b1a, aa I aa7, m · aooo'llllt or BaDea' oc.pla1Dt 
about hill to • m4 m aooo'llllt ot 1bat tb1ns, 
he na taJt• out ot tllat po.S.Uon 1D order to 
atop the Motion •4 pt b1a 1D a place 11bere 
we thousbt he WDUl4 be barllleaa, blat e't'14eDtl7 
iD hia preaat poalt1oa the tb1Dc• that he 
hU daDe are nob that - S.t eYel"fbod7 aote4 
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Do\!Sllton: 

l! , I!.Jr : 

E. l:.Jr: 

Do~ ton: 

- 5 -

the way they tell me Hathoook aote, we just 
couldn't l'Wl the Treaeury, but I have never 
~~et the ~. I have no feeling one way or 
the other. I just like to run the Bureau on 
a fair - -

I think you do, eo do I. 

So I think your suggestion ot putting everything 
that we have in writing and giving i t to Hath­
cock and g ive him a chance to answer it --

That just ooourred to me that that would be the 
proper wa7 to proceed. I tell you where you can 
get ecae 1nto:rmat1on on Hathcock that I think -
general information about h1a character and 
ability and eerv1cee. llr. Oazmon wae - he waa 
Qla.irman or this Board. He was in the Chief 
Counael 1 e office. He hae worked w1 th Hathcock 
tor 7eare. He ie a man trom rtlf d1etr1ct and 
is outetand.1ng in ability and character. He 
knows Hathooek, I gueee , better than any man 
here in Washington. 

Well, I never met the man. 

And if you called h1m in you would get the low­
down on Hathcock. I think th1e about Hathcock -
I _,. be wrong, I ay have to eh•nge rtlf views. 
I think he 1e honest and I think he 1e capable. 
I think he 1e being kicked aroUDd down there 
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1n certain placea until he baa got sore and 
nel'"f'OUB and maybe reaenta a lot of things he 
oughtn't to and maybe - perhaps he does or aaye 
things that are not juet1fied on acc01mt of thie 
treatment that hall been accorded h1m. 'ftlat 11 
rtlf op1n1on. I am just t&lldng here now - I 
underatand that the Qla.i- of tba Board doesn't 
apeak to h1a. I understand that he increased 
the salary of all tbe other eecretar1ea but 
hie and doesn't do that beoause he eaid he 
didn't like b1a. He givea him one ro<* and 
g1Yea the othera two. That -y DOt be tr~W. 
It haa been reported to •· That 1e atr&Dae 
trea t.ent i f i t ia eo. If he ia wrong, he mould 
be atN.isbtened out. 
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Doughtonl 

H,M,Jra 

Dough t on: 

H.M.Jra 

Dousliton: 

H.JI!.Jra 

Do'l.l(!h ton 1 

I!.)(.J'rl 

Dougtltonl 

H.li!,Jr: 

Dough ton: 

- e-

llr. 8eoret&r7, tbe Opmw1uioDer aod the CI!J.et 
OOuaeel are 1D the ba1141Ds and I - woadeM..Ds 
1t llr. --

A 11ttle louder, pleaee. 

I think the euaut1m that llr. Doughten •de 
1e that we get thia thing in wr1t1Ds. 

I th1nlc that 1a the -y to proceed. 

I think that 1a tbe proper -y to proceed au4 
atter all, the Cba~ h a very bu.ey man. 
He hu got a lot ot !mportant tbinge up there 
before h1m and it -e Yery nice ot h1m to co­
down m a buy day and gin 1iol hie help and ... 
will get tbie thing 1n wr!tins• We will ghe 
it to Hathcock and then when Hathcock an.wera 
I will go oYer it aDd 1t you have the tt.e, I 
will -e up to eee you or you can coae down 
to eee ae. 

I will be glad to take the Ume. 

And we will go over our chargee and b1e anewere 
together. 

I want to be jue t ae talr to one eide a1 the 
other. 

ADd betora I ~e up wq a1Dd, you au4 I will 
talk it over. 

'l'bat 1e exactly tbe right poe1t1on, •• I Yin 

it. 

You and I will talk it over after we baYe the 
two and we will have the thing briefed and 
boiled cJOWD IIDd you will take a look at U 
and then J'OU and I will decide 1ibat 1a ta1r. 

I haYe tdlted to our Ch1et OOUDIId about .-
ot tbl th'nsa that Hathcock baa OOIIIPlailled &!lout 
8114 be- -pl•'"'"S to h1a &!lout, and :f op1D10D 
1a - it ~ turD out 41tteNDtl.7 - ~ op n'oa 
1a J'OU 11111 t1D4 oauae tor oa.plaint botb -78 
attar the reool'd la all la14 OD tiM deak. ftla t 
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1a ..q op1D1on. I -~ ~ ..q II1D4 u14 .. ,. 
1t 1e all cme _,.. 40111 i t!d.llk 1t 1e a o­
•1de4 qae•t1on at all. . 
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10!1 JOa !Ill ....... . 
DUll' DIUJICI 5 014NO 

At laMia ._ \a.. 811reW, 41 1 1111 eitla 11r. 

1- \a.. pealiJII , ... lit et Cld.a f• IIIIIU.U 1 I ! l­

Iapc!H lluk orec~u.. •· .:r- ..u \~!at 11e w -
CIMa aDd -u I'MO!a • _]_,_ 1D • •tter e1Wa 

the ~ ... 01' ... 

.. eUlbep \a..~ 1at01'11111 ot ...,,,, 

.uta ~b ... eottcm. 

ll'C,.Jll. 
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• ,. Treasury Department 
... Division ot Monetary Research 

J/7/40 Date ................................ l9 

To: Miss Ch&unc117 

rro.: H. D, llhite 

nus 1ntonaat.1on was given 

to t.he Secret.&!')' orally yesterda7. 

The incoming material was ~iven 

to Capt. Pulest.on at t.he Secretary's 

request. 
, 

• 
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TREASURY DEPARTMENT 218 

DATa llaroh 5, 1~ 

TO -SubJect: 

Secretary Korgentb&u 

Mr. 1h1te 

Memoranda and Prooeedlnge ot Meetings Between the 
Chinese Gol'ernaent Ottioiale and the Allerioan 
Adl'ieory Transportation lxperta Subaitted b7 
Kr. K. E. Sheahan 

The memoranda diseuse in great detail the pr oblems in­
l'Oll'ed in a reorganization ot China's motor transport oom­
aunioatione and contain the recommendations ot the American 
Advisory Experts concerning the training and l ioene1ng ot 
driTere and mechanics, the establishment ot adequate repair 
raoilitiea, the means ot improTing exieting roada, the ea­
tabliehment or centralized goTernaant control oTer the use 
or the h1ghwa71 and the pereonnel required tor euoh super­
vision but there is contained in the report no indication 
whether or not there will soon be tao1litiee tor great17 
increased truck transportation. 

Dittioultiee ot obtaining import• into China are beooaing 
very serious. 

Mr. Sheahan euaa up the Chinese transportation aituation 
in hil memoranda ot Nol'eaber 13, 1939 as f ollows: 

1 The present situation in ar opinion is an 
eaerganoy one only and calling tor •ergenoy measures, 
tor exaaple, there are approxiaately 40, 000 tone 
ot Gol'ernaent freight at Haiphong and about halt 
that amount ot oo-ero1al freight awaiting aol'e-
ment, tor the tiret time in ol'er a aonth the 
rrenoh-Indo-Ch1na Railway is read3 to reauae opera­
tiona between Haiphong, Hanoi and Iuna1ng. .Ueuaina 
that thil Ra1lwa7 can only haul 500 tone a 4&7 to 
Iunaing, it a aia1lar aaount could be transported 
Tia the south-eastern route to Iweiyang it would 
be a matter ot but ~ to 6 aonthe before the entire 
port ot Haiphong will be cleared ot congestion and 
it h doubtful it noraal tra1't1o d.anda throuch 
rrenoh Indo-China porta would exceed 10,000 to 
15,000 tone per aonth a1'ter that t1ae. Thl• aaount 
ot tonnage in ay opinion could be handled by the 

Regraded Uclassified



- I -

J1Yla1ea ef .... ...., .......... 

( InoidentallJ, in a oonaular 41epatoh of Deo .. ber 19, 
tro11 w. R. Peelr.. Ooanaelor of the lllbaUJ at Oh'IIIIPlq, 
llr. Peelr. ola1ae that Mr. lbMh•n h onr-optiahtlo in hie 
Ti ew ot t he trattio aituatiOD,) 

But elnoe the aalr.1q of th1e etat .. ent bf Mr. Bheah•n 
the Japane .. han ~bed the l'renoh-ID4o-OhiD& Ball•J aD4 
cabled reporte etate that the -cnmt ot soode truaporte4 
oTer t h1e ra1l•J in .Janu.arr and P'tbruarr of th1e rear hat 
been negligible. Ill Yitw of the .. l ater deYelos-ente U 
would be 1ntereet1DC t o learn how the Chin••• expect to 
import additional pnrohaeea. · 
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TREASURY DEPARTMENT 

Secr etary Korgenthau 

l(.r. 'lhi te 

DATa Karch 5, 194o 

1. Gold 1llporta during January and February totalled over $500 
a1ll1on. 

220 

2. (a) OUr trade balance, ao tar •• we can ascertain, will account 
tor leas than one-halt that amount, and recorded capital aove­
menta are leqa than $10 aillion. 

(b) The net balance on all other aervice iteaa ia negligible 
and we beli eve that even ah1pp1Jig ahould not yield any 
significant revenue to the Un1tea States. 

(c) According to llr. Sullivan, to h1a knowledge, the British 
and French have apent only aaall auma, probably leas than $10 
mill ion aa advance payaenta on future oontraota, but Kr. 
Sullivan says there aay well be payaenta wb.iob he would not 
know about. 

}. There ia nothing definite in the cables that we have received 
wb1ch would help us explain the discrepancy of over $200 a1llion 
i n net f oreign expenditures i n the Unit ed States 1n the past two 
aaonths. 

Could J'OU aalt Kr. Purvis what proporti on, if an.1, of the $47 
•1ll ion reported as apent out or both Br iti sh and French apeoial 
accounts was tor goods or plant expenditure ~hat would not ahow 
up 1n our export tigurea? 

After receiving Kr. Purvia' answer we wil l be abl e t o prepare 
a set ot quest i ons t o be asked ot Kr. Aahton-Gwatlt1n, Kr. Riat 
or llr. Butterworth, 

We should have 11ore information on this t o enable ua to better 
eatiaate our trade with the British and French Eapires t or 19~. 
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TO 

11r. Cocbru 

TREASURY DEPARTMENT 

INTER.OF'FICK COMMUNICATION 

B.\LUI'CIS .lliD 'IARI!lRDD QOLI) 

J'I.LA5D 
(fe'Oru&r)' 21) 

('l'houude OalUed) 

Bani< or J'1 nlan4 col4 hel4 UDder ear.arlt wl th •. T. Reaern Bank. $U, SOO 

.kDk or 11nlan4 dollar balancea wlth •• T, Ruern !u.1t .. ... . .. 10, 900 

Bank or 11lllaD4 dollar balance a wlth other llaclte .. • • . • • • • •• • . .. J ,6oo 

Pr1nte J'l1111lah rll!lda with 5 . T, Banke ......................... 7.200 

'l'otal 03.600 

Aa ot 12 noon lla:rch 5 the balanoea ot t he Bank or J'lnland wlth the 

Federal Reaern Bank or 5n Torlt ,.re aa t ollowal 

Gold • • • .. • • • .. • • • • • • $14,521,000 

Dollar a .. • • • • • .. • • .. 8, 354, SOO 

Miacellaneoua ae-
curltlea, etc. • ••• 1,284,000 

'l'otal $~,159,800 
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TREASURY DEPARTMENT 222 

PROCUREM ENT DIVISION 

WASHINGTON 

•• .,. ,. ... _, •• Lii1J • m. • 
~ Sll"•rm cg Bl ft!•smr. 

oo .... x n ~ PGW«er tanonoo (Az!Q' 11114 lla\7), 
oapaoit)" ot. 

1. bte1'1'111& w JVIIl' ~ ••MP w .Aai:ral S}lev 011. lloa41fr, 
llaroh 4n, iDqdriJig u ' o \lie ratee ot prol!aoUoa of tile AziQ' 11114 IJa\7 o.-4 
powder taotorieo, 11114 'llllo\lwr or 110t: U ~be poN111la t o i.Do- ,. 
produoU on of tlleM .,..._to 14 pl&h tM:reiiiT relM•'ac w -rd.al 
pleh a oorreepondbc prodaot101l of pciiiiiSer tor aa1e to otber ~ -
the tm ... uaattoa ot 'llia nlljon xwna1.e tile t~1 

2. De pzoduUoa at tile N•a IIM4, Jlax1l,a4, Powder :rutoJ7 1e 
-at tile r ate of 15,000 ,........ :per •· or )-1/2 111111oa ponde :Per,._. 
Illoreuiac thio prata.etloa to 25,000 pond• :per 41!r , or 10,000 })OIIII4o 

a441Uonal, 11111 ctn aa ~t--.proobotloa of 2--1/2 111111oa P"' ... :Per 
r oar. In· ~r to UOC!IIIiltOh thie, it will be M008MrJ to hko on appraiZi­
MhlJ 175 .,re- tO/It~' at tile IJI41aa IIM41'11!11dor J'Utol7• It 
11 .. tw tllet tile prodaetioa at tile rate ot 25,000 P"""'• :per 4llr oaa 
be ao~abe4 1a ~tolT toa:r ....U' tt.. llow,er, U will M 
desirable w retata- lllaor proa.ottoa at 'M IIIIPual; Plaat , 1a ~to 
hop t :ho DIIPoU PWdn c.rv 1a U.. lo _, tho -.,.•a ...U ftn \lie 

J.zJq 1• ~ little or ., pcRII(Ior. ~ proeca •t ot powder tz. J)aJIIaM 

&114 tho ...tanvo ot }IOIIdor at Twdia IIMl pii'O't14o a nq nluble :rar4-
at1elt u lo prioo. 

3· .&a npr4a j&\ICIIN'1• n tile Ax!IQ''• Plan at P1oatu., Anoal, . 
thia Plut 1a - open.Uac at 10,000 P"""'• :per 4ll:r with exiniac aolnM 
reoon:r,. oqai~t. !'M .... -, o9,1ll~t u4 OQUiv are beiac ~ 
at t he Mz1 oa 8IIZ'Nd ~, 11114 tll!a Plat OODIIIIIt 1M- Uo JII'O-
~Uoo with tM ....... ..U~'· It 1e as;:peoto4 U.t 1aftall.at1oa ot 
..sdUi-'. oqai~t 11111 M :'oW 1a tile tall ot 1940 u4 tbU tM 
e&JIOctit)" at P1oaUair 11111 tMa M 1.1,000 ; 1 • JU' ..,.. fta:Nturi, tile 
-r to tile ClMatloa, "'u tM P1oaUair • 1 ~ ito 1011t• 
..n he 1a t-. .._.un. 
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Present: 

IU.n1eter of P1nland, 111'. Prooope 
Captain Coll1u 
Kr. CoohJ'an 

HK,Jr: You know these gentlemen. 

IU.nleter: Tee, I ltnow theiL 
the JEtter h about. 

HK,Jr: I aelted and they tell .. 1t 11 planee. 

IU.nleter: Yes. I got fr'otl our rteld krehal1 
Sa tu:rd$J, a tellgl'all allt1ng •, telling • that the 
Commander-1n-Ch1et ot our a1r t oroee had oontaoted 
your Kava! Attaohe, Comaander Plbl, and asked tor 150 
pureu1t planee and tor 38 taet two-eng1ne ~ere. 

Hll,Jr: I knew about the 100. 

Kln1eter: 100, yee. 

III.Jr: 1150 pareu1 te and ~ bo•bere? I d1d ll4't 
know that. 

Kln1•trr: Y11. And part1C?ularly the Pureu1te 
are ot great ~~PQrtanoe. An anner to the queet1on 
1e extre111l;r urgent and asked .. to g 1Ye reply a1 eoon 
as poedble. 10 ae the telegr&ll -· from the r1eld Kar­
l hal, I aelted for the pr1rllege ot eeelng the Prelldent 
and I saw h1• on IUD4AJ and he told M the 11M who hae 
to deal wlth th1e 11 ;rou and that ;rou oauld perhape belp ... 

J!llh: You 4Gn1 t Juaow - ;rou Juet wut a loo4 
pureu1t"P'Iiiie. 
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·~ner: Good pureun plane at onoe. Of oOUJ'II, 
I don 1 t e ;rour old pureuU plane w1 th IPIId of 180. 
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'l'he President told 1111 J OU had that. I did not know, 
but your P-36 would be pertect tor ue. !be7 are, ot 
cour ee, not ae good ae t he P-40, but etill • • • •• 

lll,Jr: But the7 are better than what the Rue­
e1ane nan. !he P-3&. 

K1nieter: 'l'be;r are good tor ue . 
are splendid planee. 

I think the7 

HY ,Jr: I don't think the Russians have an7thing 
that begi n to equal them. 'l'he Ruuians have no Genaan 
planes? 

K1n1ster: I don' t know. The Ruuiane , in &nJ 
case , are tighting better now than at the beg1nnlng ot 
the tight, s o I guess that the7 han got Ger..n planee. 

~.Jr: Where are we going to produce 150 pl anee? 

capt. Colli ns: I don't know ot anJ Government 
contracts outstanding on P-36 1 s. 'l'here ma:r be some. 
I don't know how we can produce them privatelJ. 

IDI,Jr: Array can' t sell planee the7 haTe taken 
title to. 

K1n1ster: Wh;r not? 
instead, 

I t you get other plane• 

!DI,Jr: Han you got the Breweter planes 7etf 

K1n1ater: 'l'be;r are all on the other e1de. 'l'hat 
worked out in a perfect way. It they are ln l'inland 
yet, I could not tell 7ou, but the7 are on the ot her 
e1de , eatel:r. 

RX.Jr: '1'h11 11 a tough contract. 

llln1eter: Bow do 7011 811411, tcughl 

!II,Jr: Well, to produce 150 planes. ~re the 
hell are JCU going t o produce 150 planeet I don t ••• 
an7 other pouib1llt)' than juet t o get thea in eo• W1 
tro11 1t.rttq etoclte. 1fe replace thea b7 better. 

224 

Regraded Uclassified



• 

-a-

I will go to work on 1 t 1'1«ht a_, to ••• wbat 
I oan do. I will pn Jcna lo.t 1dea 1a U bclar1. I 
won't let anr ..._, IPOW• · 

t el'lt"iblli1flrfj1fi 'ftladt JOG. Yoa know, " are 1a a , blat on tiM otber ban4, b taot tbat 
the ll&r•bal lal11t1 011 ptt1ng thnl, tiat lhon 
t hat be 11 ratbtr oonf14ent bow tbt lltbt will go on. 
He cat baYe •o•thlng 1n 111nd. llo•• atbok 1n lllftll, 

J!II.Jrz You laYe got plentJ of IIOBIJ bezea, 
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ll1a11terz In tiM lltate1f low? Row moll 110nq, 
I don't iiiowi 

111n1aterz BaJenoe• of MJ'IIIU'ked gold - Jun f­
get 1011 Iiiiard \b11. 

C.pt. Oo111MI Oll, J .. ! 

ftM.Jrz ~.eoo,ooo. !bat'a right, 1an1 t 1tf 

'l'hat 1no1Udla pr1Yate balanoe1, tbe 

Balik of 

Rn1!tlrl AN theH 19,000,000 of pr1Yate tuadlf 
'flleJ are, ot eour1e, all pa14, all 1n tbt landa of the 
Bank of rtalUd. llult of r 1nl&DI1 oan 418])011 of tb&L 
Y .. , to ao• 9f ttw. I b&Ye contributed. 110111 are RRIOODO'It"~e~r 
•oneJ, about p,ooo,ooo. 

~~ low, Jlr, 111n1ater, let •• go to worlt 011 

tll11 !'1.ilit"&W&J. 

"''"'"• fiiMk JOG· 
W.Jra An4 I will talk 1'1«llt now w11:b Captain 

Coll!JUI, 

~.ooo,ooo 11, of 00111'11 • .,, 
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llltr : If 1t le buanl.7 poeelble to get lt, 
I will ge U for JOU. 
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111n1tter: 'tbanlt 70u. ~raJ" I tell 7011 that 
I ban a prograa for bu71Dg war •terlale tro• thle 
oountrr ln different 11&1•• I dld not epeolf)' how, 
gUM up to t2•,ooo,ooo, onl7 ln thle oountJ7, &Jid then of 
our balance • here we ha'f'e to P&1 other oountr1ee 1 beoauae 
I take 1t we haYs praotloallJ no balances ln Parle. 

III,Jr: If 7011 would care to tell .. , ln etrlot 
oontldenoe, or tell llr. Coohr&JI about lt, I would lllte 
t o know about lt. I aa tr7lng to get trom all oountrlee 
what t he7 are buflng &Jid add thea up . 

111n1.eter: Ch, what we are solag to 'bll7 here! 
Certalrlii! 

BK!Jr: 'that 1 e part of the Job I am dolng for 
the Preei ent. 

111n1eter: I am yery glad. We had 111 people, 
Just thle •ornlng1 to make ~ a lht of what we haYs. 
t o PA7 1n t he next two montha here. 

BK,Jr: If 7011 would gln 11e that ln contldence. 

111n1eter: Certalnl7l 

llr. Coihr&JI: You ga'f'e 1118 once, some 110nthe ago, 
a lht of Wb& 70U needed. 

· .Mlnlettf' liz's JOU not now epealtlng about all'lt&J77 
That wae oi'f'i an, Jfro. Cochran. I would .be Yer7 glad 
t o do that. 

III.Jr: o. 1:. 

111D1fU& And I 8&7 ap1n 11Ye eo• Yerbal n­
Pl&l'l&tlone o • Coohran: 

· Jll...h: 'lou let 11r. Coohl'an know &Jid be will 
ooae up""""f0"1our Leptlon wbenner :rou W&Jit to eee h1a. 

IU.Dlth£1 J1a7 I aak ;rou, wbft' • go~ to ha.PPeD 
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on tbe eo-oalle4 Bao1wr loaa, b war loua' 

•• Jr& A* leU wbat le b etaW. of thd, 

YCIIII .. , !tat JCIIII are golllg to work 
upon C&n I phone JCIIII' 

IlL~ I I wlU phone JOil. I wlll let: JtN bow 
det1n1 t"i!i7"" 

lllD1thrl Beoau., I aa ••••• -~~ &Ubtr Captain Cloll1nt or I. Def1D1telJ 
phone hlaToaoi'I'Oir ud let hla bow. 

J11n1eter1 · I OaD walt UDtU toaol'I'OW. 

'fe wUl phone :rou tcaozorow an4 
let etatue le. 
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HII.Jr& You (Ooll1ne) phone the Jlln1eter deflnltelJ. 

111D1etefl Plea .. tr7 to help ue, I know JCIIII wlll, 
'!'he dtuatlone prob&blJ thle: 'fe han got le., floG• tbe 
r81t of the Powere that we hoped to get1 beuu., at a 
oert&ln -nt, a fn weelte ago, when tnezoe were eo• 
people who tr1e4 to gln ue alrpl&Dee, •- prlYate people 
here, and we oCIIIIld han bOQ8bt a eaall quutlt:r of an:r 
puriU1t planee but a eaall quanti t:r of Ugbt tloabere, thle 
ooab1ned Orauaaa and Breweter planee, ten or fifteen of 
thea, I got an ....,.... fro• Plnl&nd that tbe:r do not lllte 
t o han thea now. If I oan get aon•r• bu:r ·-nttlon. 
And I han a lot of ardere to buJ, a ot of bi&Jlng ordere, 
I will lhow Ill', Cloobrlul, are under oon41tlon that I ou 
t1nanoeUw .. 

aM.Jr& Z.t • go to wol1t on thle, beoaa., I wut 
t o don-· 

(At thle polD,, tlw JllDleter and Jlr. Cloohraa len, 
Capt. Oolllae rmehdag. ) 

.lll..lrl I tbmlt't I wu14 oal.l up b l'rell4eat 
and ea:r""WJiii '11e417 aoee be .,., thl t1W111 and 1f be 
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wants it, it gets down to taking something away from 
t he Army and Navy and the thought I had, 1t he was 
willing to do this, I understand the Artlfl has no mor e 
P- 361 s on hand? 

Cant. Collins: You mean on order? 

HU,Jr: On order. But would he be willi ng to 
release some or the stuff or the Arrny and Navy and l et 
it be made up , Just the way we did no the powder deal, 

Cant . Coll i ns: De fer their contracts. 

1-M,'Jr: Yes. 

Cant . Collins: Di version or contracts is the 
only way to get them; take something orr or t he pro­
duction line, That t~<es engines as well as planes . 
Sut that's t he only answer to this problem or his . 

IDJ Jr : And if he says •yes • , I thought we would 
send for Arnold and Towers and the t hree or us t alk it 
over and put it up to t hem still toni ght and let them 
be thinki ng a oout it. 

Cant , Collins: That 1 s all r i ght . 

~.Jr: But I am going to ask t he President and 
see if he will talk to me . 

(At t his poi nt , HM , Jr placed a call for the Pres­
ident and the tollo'lfing 1s m&,Jr ' s side or t he conversa­
t ion. ) 

•Good eveni ng. 

Procope Just left here. 
oursult planes and 36 bomber s . 

He wants to t ake 150 

Well , 1! you really want me to go after it, I 
will see what I can get, but I am ROing to have to t ake 
something away rrom the Army and Navy, 

Well, what I thought, i f you approve , I will t alk 
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t o GeMral Araol.4 &Jill Aa.I.Nl. !usn wltb 0o111 .. 
and put U up to ~ aa4 thea 1f I haft a Jll'•"• 
I will bz'1111 U cwu •o JCN 1 .._, I ...... -.be AN 

rou l'M111 waatel • •o haft u. 
I aDclera'-Dcl. 

ftlaaJt , ••• 

(~' this po!:!J D,Jr plaoecl a oall ~or GsMNl 
Arnold anc1 one tar ral !owen ancl 1DY1tecl tbea or 
whoner waa aot1111 tar •bea to be 1n his ott1os at 41ao.) 

•• Jr1 !beJ ooald DOt sell tbe11' OWD P•H •o tMIIt 

fbeJ haft COM law 1D tm A:nq 
oon4e..acl .. ter1al. 

W.Jrz Bow oa tbeJ oondea a pl&Mt 
0 

gap!, 9fi!1'!1 na••· Jut u. fo o0114sa • 
1b1p, saM of• esc thaD two ,. .. , ol4, I woalcl aot 
wut •o Mll tMa tbat • beoaus JCIIl woalcl DSftl" be U1e 
t o laugh tla t off OD tbe 111ll. 

I - atra14 w are a little late tar those boJSo 
It's tour o 1 olook. 

~r1 .. u, I haft rq ftD&n01111 to c1o IIOW &Jill 
1011 w1'f"'ii0iucl aa4 w w111 Met apla at 41ao. 

• 
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Present: 

Maroh 5 • 1940 

4:;50 p.m. 

General Arnold 
General Brett 
General Yount 
Mmiral Towers 
Captain Collins 

IDl,Jr: 
everything t o 
ment trom the 

I appreciate you people dropping 
come over, but I have a tough assign­
Pree1dent. 

He told our triend, Prooope, to come over and 
see me. I Just called him up and he said he wished 
we would all get together and eee what we could do 
to eell the Finne, tor oaeh, 150 modern pursuit plane• 
and 36 two- engine bombers. There's the problem. And, 
ot oouree, they want it tomorrow. 

General Arnold: They want i mmediate delivery? 

lll,Jr: Ia1118d1ate delivery. 

General Arnold: Don't loOk at me, Jack. 

lll,Jr: Who teele generous? 

Adroiral Towere: Ot course, the Nay;y cannot 
legally , in any manner that I know ot , sell plane• 
that they have already accepted and we turn1shed the 
Finnish Legation with the intorm&tion &I to what we 
have on order trom the lll&llutaoturer and we ha't'e ad­
vised them that they a.re tree to consult with the two 
~:~anutaoturing firma concerned and to aalt tor deli't'err 
echedulas tro• thoee tirms baled upon the aa~tion 
that planes now being built to Jaq order can be di­
•erted to Finnillh order. 

UK.Jr: Which two oomp&Diel are thoeet 
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•• Jrt All Gt 

!9' I'll Tonns The7 all lett thl• oOIUiti'J 
three ~. ago. 

• • .rr: Be ~~qe the7 an there. 

Genetjl Arpolcis The - law tbat gonne 
70ur (Aai!ra fonn1) aot1nt1ee goYene Clllll'tl, eo 
t he 01117 poee1ble olwloe wCIIllcl be the P-"0, beoaDee 
the ~· e baYO DOt goH fU' enoach tO clO ~llge 
!be P-~ 1e alq DOwbere allcl tbe onl7 otbeze one we 
han o0111ng along 1e the P-40. Bow tu- a1-. le 
the P-"OT 

~~ftj~!P,~io~~P--'0' •' Tbe7 etart lD, oo.-
1ng 1n ij a'bollt 11&7 aacl J'laM, 

11aJ ucl .rue. 'fbe7 wut tba 

Tbezee 1e eo• clela.J on that, 
Uffiioa enginee. All1eon Jlu e.­

aoo,_;aw ehortage J'llnntng alq aboat llaJ'ob oze 
Apl'll ot -'0 eq1nee that tbe7 bape to uke 1IP latno 
on, but tbe7 4on' t aotuallJ ole&l' thelze ekll"'e utll 
Auguet. 
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General Arnold: The French have some 9ursu1t 
9lanes coliil~ through. 

General Yount: Two- engine bombers. 

General Brett: Wait Just a minute. 
tell you about that . 

I will 

General Arnold: The Douglas Oomoany i s still 
producing the two- engine bombers. · 

General Brett: The French, according to my 
book , on the 875 which i s the modified P- 36, have had 
550 on contract, 15 due in February, 45 in March, 62 
in April • • •• 

General Arnold: They are comi ng through right 
now, about 2 a day. 

General Brett: •• ?3 in May , 60 in June and 
6? in July. That ' s the order on the #8?5 which is 
t he P-36-o. Original order amoUnted to 550 airplanes. 
That's in process or delivery right now. The total 
they could get by the latter 9art ot Aoril, a total 
ot about 115 planes. 

RU,Jr: Ot the P-36? 

General Arnold: P- 36, •c• type. 

General Brett : Norway has an order tor 8?5 , ot 
which they have 24 coming in February a nd March. 

Ospt . Collins: Can't touch those. 

General Arnold: This i s all Just about six 
months 8lo, too tar along tor us. Our pr oduction 
was not supposed to start until late Spring. 

General Brett: The French P-401 s don ' t come 
until JUly. 

fDl ,Jr: I thought Allison was boasting how 
they were &head on their engine· - - everything was 
lovely with All1aon1 
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AlliiiOD il bah1n4 1'1ght now 
boaau •• 

\!AJr1 I ..an, Allhon, 1n all tM -unc1 
I ba" , tbe:r 4on' t n .. 4 aDJ belp; tbef are all 
right. 

Oenatal ArnOHI Y .. , air; but tbe:r are not 
all rigbt,eoauae *hl:r b&YI not trained peraonnel 
on tbe machine toola. 

~fl Do 1011 a1nd, on the J'renoh 41liYII'ill 
ot the 

.llt;j§l fh11 ia rrenoh. Do :rou !mow &DJth1ft1 
elle baa got? AIIJ'h1• 1111! 

G!~ ~reg au a 111mlte. 11aJb1 I oan 
gi Yl 1011 ~ Belg1aD1 !Ia" on Ol'd..- 40 Bre.-
atera, ctMI l in Je'IJMJ&rJ; 10 in lla!'ohl• 10 in April; 
9 in llq, with fov IJ)&l'll oom• in dv Jig April. 

Jll.Jr1 I oCIIlld not go to the Belgians and a* 
them to reieaae tbe• 

General !IJ"I AnJ otber olauu of par8UUI 
that are &inc ppe4 for foreip or4ere! 

M"ral !0111'11 Repllblloa, to lwea.a. 

that'• a lwe41ah Ol'd..-. I doe'' 
thiDlt I dall' t th111k a.pu].lo bu 

an:r1;h1Dg ezoep' .;p,;l ••:r haw a ••tal of lJ5 - eo -
N - l1l- 178 01 1laMJ' _...r whieh are bli• 
del1.-enlo r1n• 41Uftl'111 iD rebi'UaJ7• t la ""nllJ 
U - 17 1a Apl'llJ ll la llqJ a in J'IIM an4 lt 1• M:r• 

233 

Regraded Uclassified



234 

-5-

Genertl Arnoldi h that lhre4enl 

h~erfo Br!U: 'l'hoee all go to 8n4en. 'flwJ 
are etwli 30 o 0111' Ml.. !he7 are a F.'nit air­
plane - no, walt a .tnute; tbe7 arel t, eltlwr. 
!he7 ban onl7 got eo of the P-:115, wh1oh 1! a JNl'eult 
airplane. !ht7 han apparent17 ol'4ere4 52 of a light 
bomber, alngle eng1ne Job. 'fben the7 han another eo 
under ol'4er of the pursuit t)'Pe. 

Generel 6J'nold: 120 of pureu1te Wider ol'4erl 

Gen~r•t Br!tt: About 120 JNl'tulh and 52 of 
t he lighto• er. Bow,who elH alght be 1D that 
p1otW"!l 

JII.Jr: What 18 the la't'Y poe1 t1on 1n tbe Brewet!l'lll 

Adllirai 'l'Ren: la't'Y has ~ Br!WBtere on ol'4er. 
Soheduled dei nree oall for 16 1n June and 27 1ft .7Ul7• 
Actuall7, I thlnlt tbe7 will beglJ\ del1nr1ng 1n 11&7. 

lii.Jr: But rou baYs g1nn awa7 once alnadJ. 

A4111r!l 'l'owetfl !he7 are l'!placeMnt planee for 
the on• we et tl'ii nne han. 

General Brett: You had 56 of t hoee, AAairalT 

A4a1ral Tmre: Yu. 

Gentfi;L Br!tt: I ban 7011 eche4ul!d for 114. 
10 1n J6.i, in .nu;., 18 1n Jul7 and ll 1n Auguet. 

"'•traldm91 That' • wrong. 'fbe7 4el1Ytl'!4 
10 befOl'!be.,.r on to tha J'1.nne waa Mode, leanng 
a balanoe of 6:5 wbloh the J'1DD! got. 

W,Jr: Aal4 1011 baTt ea.e cma-ut 

Mr1 rd tmn: We ha.,. o.-u-na. 

the Jelc1&D• ha.,. an 01'4!r wnb 
tbe , aoool'IUJIS to ~ booke. 
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M" nl foetal Yea: fOil read ~t 011t. 

G!Mrtl ln!!t % .. , I a.4 tut Gilt • . 

M~ rll f511!E1: We line ara..uat 2 1a llal'eb, 
e 1n API'ii! 1il1ii1, ucl atl'alll alon« u.t tut rate. 
!he rate of dal1'fti'J ooald M snau:r 1nonued. fbla 
repreaanta prett:r aeuolJ t!» on1J bul1neaa the Or • • 
Oolll])an1 baa. Wt f1«ul'ed ~ to produoe, to 1I0ft 
up to a N.tl of 18 per 110nth b:r Juaa, wb1oh .. na tut 
1n 11aJ, 1nataad of 4111nr1ng e, !» oould probablJ da­
l1nr 12. 

~~ And then the otl»r th1ng :rou lla1d, abOilt 
the J're"iiii'Ji';"'" na tbat ~ 01111 th1ng wb.loh 1a on or4el' 
are thoal Douslaa. 

G!ulfi Arpolclt 'fOUl' Dousla• daU'fti'J, Georre, 
they are on 1 _, now. !be:r are r1sht 1ft the a144la 
ot thl11' ol'4er aow. 

W.Jrt low long would it taka Douglaa to tura 
out ~' 

9tP'· qqtt'e•• as. 
fha:r wen auppoMd to M reaob-

1ng a ~ 1'11b' now. 

9tnar1J. lrtUI !be J'renoh b&YI a total of a'PO 
of thoae, airllan Nil ln wbel'l tbl:r are 1'1gbt 1n t!ll 
a14at of it rlsh' ""• In otl»r word a.! there 11 21 
of the 118-'7 dat for llal'oh. 'l'btre are <JIS 4DI ln April. 

•.Jrt Well, that' 1 enough. 

Don' t fOil ••• , tl»:r are rleht 
1n t!ll U,ru'le'•• !bat' • t!ll 1J8bt • twla-
anglDI 'b'lllllli.e 

9ep!. p•)]lpt fha7 .a 'bllaincl lltbrMe. 

•.ira lkftla la tlal.W with ODe allirf 
• Wn1 rn•• ... • .Ja-' tla&.w ,. tu kl1 
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end eo bal to OU'P1 1t onr to tbe nen o~. 

JM.Jra OcNld be a.u ..... :sa plaa•• tar .... , 

Ge!ral ~lA& llartla-. dolac two a d&J 
• t the PI ana~ I lowed 1IPo Be I I dolag Olll a 
d&;r now. 

tmfl1::n& Be told M ;reeterda;r he ex-
pected o t a 4&;r on tbl nn Ol'der. 

!bat1 1 about tbJ'Ie OJ' fO'IIJ' 
monthl 

JW.Jrz You got an:r 148&1, Rarr;r! 

Captain QolU9f& lo, e1.Jo. 

BII.Jrz I don' t think tbel'l 11 an:r .ore obtnoe 
than a mow ball ln Hell of tbe J'Jolnoh girtng th11 
thing up, 

General X9!1J!tl 'rhe 111.n11ter told • be oould 
not do an:r bu1in111 with the J'Jolnoh on thle other deal 
and I tr1ed to lldltr&ok h1a ott to tbe J'Jolnoh and 
Br1t11h then, !he;r would aot ta1lt bue1De11 at all. 

J~Llr·a wtQ- ~n1 t eo• of theee people go down 
to ItalJ---aii! b1l;r ao. plan11! 

tr;r1ng 
fell tbrough, 

'rbe;r bad a a1111on 4own tbel'l 
, but 1t fell tbrolagh. Wb7 1t 

of oouree I don't know. 

IIL/1'& wtQ- ooul4n1 t tbe rtnna! llqbl the:r 
would ei'II""lo tbe F1nD1 whel'l tbl;r would not eell to 
the Br1Uih and J'Joeaeh. 

a Jmoh 

hll'l;.:-o-•• a1rp ••• 

!ltp!n1 JQ915& Woa41r lf tbe CJe: as WO'IIld let 
thea. 
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!be IuUan1 put on to all 
thelr &I I UDI!eretand, the Nquil'l-
•en t that the PID'Ohuel' tllmilh a lot of raw •terlal. 

Genezoal lrgolda Ie that 1U 

Yee. 'l'be:r app&l'lntl;r &l'l 
!ii"':a.a~• of Nw •terlal1. 

Rll.Jra 'rh11 11 • tough &111gnaent, 

'1'be Al'IIJ' hal ooapleted thelr oontl'llot on the 

Generti AnJoldl Ye1, 111'. 
•n:r for 10.. •· 

We han not bought 

II(,Jr: And ban the:r 1tal'ted del1Yil'J' on the 
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Genertl Bnttl luaber one 11 Juet about 00111 out. 

IDI,Jr: And :rou are g1Y1.ng 215 of tho1e to the 
rrenohT 

!Jtnenl BnUI 'fhe:r oo. along -- I ~ton' t ez­
aotl:r ~. 

W.Jra A oG~Q>le of .onthl, don't :rouT 

Gelllze~ Arnott;. AI I ~libel' , tl»:r 00111 
1n ~ -PiTr . 

'fhe 81'1tl1h al10 ban • rather .. t..... dellnrlel blglnnlag late 
, len1 t lU · 

qepte1 p Qolllp•t I th1llk IOo 

&i.lt Well, I rill WDk lt OYII'• .&ad I loD
1 t 

lllnd ~the I'NDoh. ftle:r ou laacb at •· 
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and 1f t1111 11 a ltftUoal 11'-Uoahu locka to .. 
tbeJ ougbt to be w111lag to pl&J 'ba ho. 

JM,Jr& AD4 tbiJ UTI 1:be people beN DOW. 

tf•h'!l,ia!owenl ADd tbe1 ban .ot t--
planesoOil t:---:- .,._ .aD7 

!M.Jr& Just to dlgreu. D1d JOU get JOUl' 
a1111on io go abroad' 

~·el ~14& lot ,,t. •• un oM -n 1a 
rranoeTeiMFaDJbodJln lngland. England won't 
olear thea. J:agland 1s holding baolt for sa. reason. 
I don't know wbf. 

1M Jr& 'lbln I epoke to ttw Prel1dlnt be e&ld 
be wall going to do 11:. How aft1 people would the '"'t 
want to eend to J'ranoe and bow aJ17 to J:ngl.an4f 

General ,0141 We or1g1nall1 started to ban 
a aleelon, ae re.eaber lt ••••• 

Oenertl Jogptt • • • about alx or senn. 

GltMJil ~ !bree to rr.aoe, and fOUl' to 
J:ngl.an4;enwe to obup tbat beo&\181 for eo• 
reuon w oould DOt get the alee1oa 1dea •PPl'Ot'ld and 
eo we nltobed to 1:be Au1etan1: Attaohe 14ea and t!»n 
1 t was 1"141loed to one to rr.aoe and two to England and 
we got the one on t!» ~ to Pranoe now and tbe two to 
lngland baTe nner been olearecl b1 the lr11:1eb. 

!M.Jr& Bow aJ17 doll tbl J&TJ want to e~df 

""rtl UB"' I - afl'alcl I oea•t anner U.t 
QUI1t10D UOaN ;fbeonse 1:be ftl'lOUI 11J110311ltl1S 
of the •YJ are 111ftlncl. Par1Utanoe, 1:be Jvea ot 
Ordnenoe aate to 11184 eo• aa4 w w.nt '"' eend at 1--' 
one to J'ranoe aa4 hslen4 aa4 w ban W a laftl At­
taobe OTII' then - a epeolal aNion. .. ......... 
I tblllk 1:be last naun• I U&l'6 of "" a total of 
about HTIIl to the ho ooaatl'iHo 
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~~ Xoa pntle•n woald aot lllB4 1t I 
t ook ll"'"'\ij)'" wl th ~ Prel14eat OllCe 110re. 

General ~dl I wl1h 7011 would, ft£7 noh, 
beoauee we need 1nfor•t1on Ye£7 woh. 

HII.Jr: ~re ha' t a "-7 the J:ngllllh or Prenoh 
don 1 t aii ae faYorl and I han nothing to uk of thea, 
eo 1 t h nr7 ea17 for me to 1&7 1 Row about thl•? •. 

hal 

General Arftol4: I think lt would be graad. 

I don't t hlnlt eltblr oountEJ 
~--- h&TI not approftd. 

lll,Jr : l:'ft£7 4aJ' the7 alit • eoMthlng epeolal. 
! he7 oan1t refuee. 

'!'be other th1ng about whloh I - ft£7 ourlou•: 
when you get the Spitfire, wh1oh we worked eo hard to 
get to Canada for JOUl 1t1 e tbere, of oouree -- han 
t he7 .... abled it? 

Genlfit Arnott, I don't know. I &eked th111 
We han aGri Attache going 111 tblre toaoti'OW, 
hh flret Tili t, to •ee how oondi tlone are -- on the 
tenth of thh 110ath - and I allte4 hia when 1» wa• 1IP 
there to" aake the neoe••ar1 arNDge• n.te to get O'at 

englneere up tl»re. I thought that would be quioker. 

I!M,Jrz It 7011 nee4 &n7 heip there, I oan help. 

~nfral Arnolds We ban done •o•thlDg el•e· 
We arei7 ng to get two •orel&ll engiaee bao1t here 
f or te•t; trrl.Jig to ba7 n.; ~ need belp for thea. 
But 1f we don t get an an•wer ft£7 eooa .. • • 

Gep!fal Br!UI !be Roll1-Bo7oe? 

for .. H! 

Late1t 8p1tt1re engille. We 
All ilOilo 

!hoM thlas• are o..,arat1ftl7 ea17 
CCIIIIPU'&Unl7 e&a7• 
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General Brett: I expect an anenr on that 
n ry ahortl7• 'fli8 Rolle-Jlo7oe people were OYer 
here to eee ae the other ~. I finall7 MMged 
to get hold ot the right people and the7 8&14 the7 
would gin me an aa.wer ver7 eoon. 

· II( Jr: 'fe don' t ltnow 7et what th1e new 
•inion ii:e in a1nd, but I .. go1llg to Met with 
thea !tuzreda7 tor the t1ret u .. and after I do know 
I will let 70u know. 

General Arno~1 I think that 1 e nrr iaporta!tt, 
Sir, beoauee th87 a ed eoMth1ng that 111 going to 
throw the whole in&letrr out ot balance. I thinlr. 
we ought to watch that ver7 cloeel7. I don't think 
we ought to let the industry get completely out of 
balance. 

HK ,Jr: No, nol When I know what tbe7 want , 
we will get it to 7ou. 

General Arnold: All right, Sir, 
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!I(,Jr: But we don ' t know 7et. And the &IIUe­
lng thing 1e there 1! an Engl1!han here and a Prenob­
man in New York and thef have been ln the 8&118 Continent 
tor tour 4&ye and haven t met 7et. 

General ~old: I! th1e •n, Self, goi~ to take 
Purvie' poeition 

RM,Jra io. He's under Purvle. He'e a civil 
eervant and evidentl7 ver7 oloee to 81r John Siaon. 
It wu at S1r John 8111on1 e request that be 0811! o-rer, 
but he will work under Purvh. But the7 are going to 
come 1n !hureda7 afternoon and tell •e• 'l'ben, it th!T 
know what t he7 want • •••• 

General Arnoldi Haven't the7 aade up their 

• ind? 

BM.Jr : I don' t th1nlr. eo. 

9tneral A£nol41 In •1 op1n1on, time ie one ot 
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t he aoet t.porlant ele .. ate tbeJ b&Ye ana tbeJ are 
1os1~ it enrr a.,. 

III,.Tr: J'ro. what tbeJ aald toaa,, I 4on1 t 
think tliir inow, blat Jaet ae eoon ae I tao. I will 
pau it along. 

(At thie point, all lett exoept Captain Co~line.) 

~: Jluoh better to let tbeee people know; 
auoh be'ftir." It'• lllte the .aohine tool people. 
It tbeJ ei t in on tbe thing at tbe begiDDiDg, theJ 
feel better about it. And tbeJ ought to !mow. CJee 
Whizl I giYe tba 1!5 a1Datee1 DOtioe and theJ oo• 
onr. Ien1 t it better for tbea to fet 1t fro. M 
or troa a newep&per reporter or alrp ane engine people! 

Ca»ta1f Col~: on thie ... u~. Purn• u­
prueed adee re, 7 prefer to ban an 1Dtaraal 
oonYereation with the aanufaoturere eeparatelJ, fbeJ 
want .. 1D on it. Do J OU eee &nJ obJeot1one to that? 
lot u a Board meet1Dg. 1foul&l1 t ban •abere of the 
Bo&M preeeat. 'l'beJ want to 4o 1t into.-l.l:r &114 tbea 
ei t down w1 th the Board. 

Jllh: I think I would ban tbl u.q and 1&97 
bar r1ghl"""'?i''a tbe etart wbat1 • going on. 

Spear •• nr:r n1oe while :rou were gone. 

Capt, ~~llip: Of oOIU'ee :rou oan get e:uotlJ 
the - reeu • 1 :rou ooul4 eeh the J'renoh the iclea 
ot eboot1Dg 1150 PID'euite and 215 boabere rlgbt OYer 
there. !hat would be the aaner to thle fellow'• 
pra;rer. 

•Lh: Yell, let • sleep on it. 
tnow wba"T'l''ie aa.-r i•· 

I 4oa1 t 
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or NltW YOIIK 

I 

I)FFlCE CORRESPONDENCE 

TO eotno•nu. ru.JI 

L. •· laolco ,.,.,,.,_ 

lr. C.lil•el oallecl a 10110 a.a. \oU,. Bo aoUeecl, 

ht w d, thd \bo t'hrlo ha4 b .. w.Uer 1a ... folk lan ailb'• 

ru \bore etJ7 apeoial r .. aoa tl:lr tba" I replied that 1Na1ao81 

btre in rrmlb trmoa waa, 1•en11T ., ....... , •all, 10/ U,ooo,ooo 

tranoa aU, p~~ npreae\11111 \bo YOl•h toahrdqta ..-. ... 

ba4, 1D 'lfl op1a1oa, ll .. 4ao eUHll to \ho woalmoaa ot nerllal 

whioh bad bee •4• .,.. prea•re tna fl:lrella bmlta 1a tbo Per 

1a1,, 111 lkNtb ••rtoa IDd alao 1a .. rope. I IUIIOfted \bat I 

oheok 1a\o tho ult£.- a 11\\lo ID4 ti114 out wbat b .. boe 101111 

on 1a Preab tnaoa, ur, tor a ..- lladit •4 Ulm Mblo b1a tho 

rtauU ot our ia.Urtoa toa.llb'• lb.la Cutpel '"'~ 

aooopto4o 

L•a!tl 

I 
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111 &Ill DICBZ llarcb a, a.a. 

Uaao a.a. 
pre~enta 

HUSI 

lladle;ra 

H.II.Jra 

Bella 

B,II.Jra 

Hadle;ra 

B.II.Jra 

Hadle;ra 

Bella 

B.X,Jra 

Bella 

Ill'. Ba&a 
Jlr. Ba41A7 
Jlr.BeU 
lira Elota 

You will be 1ntereate4 to lmow that Boolea 
called up P1aer &114 wanted the pr1oe betore 
the •rket opened and P1eer called up and 
aa1CS, "Ba•e JOU tell.owa •CSe a price on these 
th1Dgat• He aa14 the7 baCS no idea at11 the;r 
saw wba,t happened to the •rltet, but Boclea 
-• preu1ns th- ~r a pr1oe betore the 
•rket. 'l'he:r don't e•en know what the CSuPont 
111. 

Bo, bl1 t tbe7 are tying tt:a t 1n with a three­
quarter peroant 111aue. !be7 aeea to th1Dit 
that 1a the .oat lostoal. 

It 1a a n1oa thing. Boolea will oaae baok 
and tell ua 6/Stba, or aaaeth'na• 

I hope 1t doean•t go &DJ' higher. A• a -tter 
ot taot, I woulCS like to ... it a1nlt at 5/Stha. 
I aa at'N14 1t that th1nl goea up too h1gb, 
aa7, 101. 8 to l2/S2Ddll, - will be gh1ng th .. 
too -cb gr&'I'J'. 

Bow -ob CSoe• 1t - bow -oh doea the Peel own or 
thaaet 

136. 

Jla7be tbe7 will want oaah tor tb•· Do th8J' 
own 1S8t 

Yea. 

'!he7 Jut reoeDtlJ' aol4 out tbe1r s-s/8tha per­
Milt lload•· 
So. 

I aa14 the7 111gbt be aocnaaed of badn& 1na14e 
1nto~t1on. 

('fel&J' ... OODftra&t1oD wUb Jlr, !ID1LIIe) 
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B.ll.Jrt 

Bell: 

B. M.Jrt 

Sell: 

B.II.Jrl 

Bell: 

n. l:l. Jr: 

- 2 -

It pa711 to tell nobod{ nothil:ls. Then it geta 
out in the papara aa ittle aa pouible. Ba¥ 

70'U' friend Goldschmidt been around! 

He 1a t171n8 to get • on the phone now. 

Tell him to go jUIIIP in the ocean. 

They h .. e booked thla up 111 th tbe •orklng 
balance, tr;ylng to reduce the working balance 
by paying ott 3-3/Stha. 

I aee. 

It isn't bad except that it is hitting the 
rights val.uea pretty hard. 

I talked to George this morning. Remind me ot 
'llq conversation. I want to pursue thie thil:ls 
again and I want George to cc:me through 'llith a 
.-:>randum and that ia the question about the 
baby bonds. I think George has got an ananr. 
Inat-d or changing the rate, there i s a poui­
bUJ.t)' ot cutting d01rn on the &IIOUnt any one 
person can hold. 

Belli 'l'bat 1a right. I am prepared to talk to ;you 
about that ~ tiae JOU Yant to. I han got 
a -1110rand1:111 troa George. 

H,l!,Jr: 

Belli 

H.Y..Jrs 

Bell: 

Let' a take a rew m1nutea rlght now. 

I am also gettlng one ~ the Federal ReserYe 
ot New York. 'lbe;y have been qulte interested 
and Bob Rouse 1a going to give me one this week. 

What 1e the -tter 'llith thla auggeatlon! 

I - in tavor ot that. You aee, we atarted to 
dlacuaa thla before the -.r lut Aaguat or JU17. 
At that tiae we were prepared to r.~Dd that 
;you reduce the $10,000 Ualtatlon to 1:5.ooo. 
'lllbloh would giv. an annult)' to a peNOn 11bo 
la baJlng tbaa tor that purpose ot 1860 a IICDtb 
tbroughout the 711&1' and ln 10 J8&r8 J'OU woW.d 
ba1re that ooot'lDeCl. aee, to ~.ooo llait tor 
ooe pereoa. 
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B.M.Jrl 

Ba&al 

B, )I! ,Jrl 

Bella 

B,H,Jrl 

Belli 

B. M,Jrl 

Bella 

Haas: 

H. M.Jr: 

Belli 

Belli 

- a -

That 1a a little bit more than I wanted to 
go. I -• th1nklq 1n te~ ot outtlq it 
1n halt. You (Hue) thought that -• too 
Slobo 

tfo, I would juat aa eoon go the three. But 
I th1nk it ie juat a .. tter ot preference. 
I look at it th1a _,., ll:r. Seoretaey. Wbat 
you do, 1t 1m1t the - 'JOU _,. do •~thing 
now that doam' t work and then you oan do a 
little more. 

JolT thought 11, no pe:reon oan blq more than 
$5, 000 tace amount. 

Yea, that would be ~7. 50 . 

Were JOU talking face &IIIOUDtT 

Yea, ~.ooo face amount, eo that they would 
han an annuitl' 1n t he end. ot $250 a .,nth. 

You would l».n to g1va th• a little not1oa. 

It wo\W! take eCIIIe t1llle to put th1a 1nto 
ettect. 

llalce it et'tectiva Ap:rU t1:rat . 

When wa decided l&at fall that we wouldn't 
touob 1t, thaT started 1Diadiatall' to gat out 
new ci:roulara. How they are juat ot't tha p:reaa 

a weak ago. 

I would like to aee another thing dona , too. 

How long doea it take to run tboae ottT 

Another thing we auggeated at that tiM rather 
than oba»g!ng Ule rate -• uk!ng it a lcgth 

ot 10 year• or 12 J&&:r•• 

Have we the right to do thatt 

It 11 up to ao 7Hr11, I tb!Dk, on the atatute. 
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Baa a: 

B.M • .Tr: 

Belli 

!!aU I 

B, l!,Jrt 

Bell: 

B.l!.Jr: 

Baau 

Bell : 

I! .I!,Jr: 

Bella 

Raaaa 

Bella 

-' -
i'he th1J18 I had l'UIIn1J18 t:hJooup 111 111n4 
•• a little dltterent than that. 

Ha•• w got the r1abt to do thatf 

I thlnk eo, 

You alj!Jlt thlDk of thlaa You NMIIher, Dan, 
the War Sa'l'inga atapa had a atrODC -tur1t7 
bonue. In other worda, tbe:r ohenged the 
nluat1ona achedule - 1n other worda, what the 
b0114 woul4 be wortb on red~t1on 1n two ;reara, 
and eo an, eo tba t a III&D baa e'I'•ZOJ lncentl'l'e, 
111'. Saoretar:r, to hold 1t tor tbe f'lll.l 10 
;reara. Then :rou out down 11quidat1on preaaure 
on ua tor a certain 1ntenal, :rou eee, 

That 18 all rlght, but there 1e another new 
tbought. 

That 1e an annult;r. 

Increaae 1t to 12 :reare. 

That 1a another wa:r ot outtlJ18 the rate. 

You aee, 12 :reare - how wCIIlld tha t work out! 

Well, .. would ba'l'e to figure out the rate, bllt 
1t aeema to M, George, JOU ba"Ye got a prett:r 
atrong inducement 1n :rour preaent rate becauae 
a - wbo turoe 1n a bond tor au or •••en ;reare, 
he 18 reall:r aacrltlclJ18 a prett:r hlsb Jleld -
tbat bond and he oan't get that 1n the -rket 

an:r place. 

ADd :rou 1u:1ow that 2 , 9 onl:r c011188 1n the lut 

:rear. 

'Dlat 1• a a'l'erage. i'he laat :rear he •kea -

-u-
.. han sot 1t all fS&U'8d out 1n uw -l'PMvwo 

Pin or als peroent. cloean1 t het 

246 

Regraded Uclassified



B.M.Jrl 

Belli 

l!. M. Jrt 

Bells 

Haas: 

Bellt 

R.l!.Jrt 

Bells 

B.M.Jra 

Bella 

- 6-

About dx. 

But 1t be kept 1 t nine rears, J'OU dOD • t get 
enrth1ng like 2,9. 

'lot as an a"Yerar• but 1n the n1.nth rear he 
1a getting abou the percent on h1a JDOne)'. 

I wanted to ake it steeper. 

I th1nk tbere are two 1deas here, one, to ex­
ten4 it, ake it a 12-rear period. 1'bink about 
it. 

. 247 

Well, I ha"Ye had all th1a ~~~&ter1al. I -e gett!.D6 
it 1n Hew York. I wanted to talk to rou about 
it atter th1a thing waa o"Yer. You see, the 
arguaeot that has been put up to ua 11 that 
aa aoon as th1a interest rate stirtens, ,ou 
are go!.D6 to get a lot or theae bonds oaahed 
1n Uld. the people are going to 1nnat that 
-.x~er 1n induatl")'. I don't think that 1a ~oee 
to ua at all, because when a person bolda h1e 
bonds three or tour or five reare, he h gett!.D6 
a .:1ab higbar rate than 2,9. 

I wanted to ake it at1ll h1~er. 

Interest ratea han got to go up ~~~&teriall)' 
before he 1a going to cash the t bond 1n and 
take the caeh. 

All right. We '11111 talk about 1 t . 
nice picture. 

!Ilia 1a a 

Yea. 'Jhe bad feature about 8a'Y1D6• bonds at 
the present tiM 1a that 1t uaea up a th1rd ot 
0111' debt, 70'lr dollar aeour1t)', tor miab 7011 
get no oaab. 

or oourse, tbe th1ng that I would like t o do 
the 110at would be DOt to otwnge &nJ1;h1nl uoept 

the '"""U\'. 
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B. li.Jr: 

Haae: 

Belli 

B.M.Jr: 

Bell: 

Baaa: 

Bell: 

Bell: 

Haas: 

H.X.J'r: 

Bell : 

B.lf • .Trs 

Bu.as 

Bu.a1 

- e -

And then. u the altuation oha:ft&ea, ,.ou can 
al-78 rai .. the l1111t apJ.D. 

You can do aometbing elae, 

. Supposing we want to raie e it tba t _,., .. 
can al-7• raise it apJ.D, bllt ~ tho-aFt -
what I - altt1J!a beN - I would just aa7 
attar the tiret ot April nobod7 can bl17 1n 
any one :rear more than $6,000 tao• UIOUDt 
ot boDda tor tlda :rear. 

Yea, it 1a all right. A -.n that baa $101000 
to invest ••er,. Januar)' isn't a ._u inveator. 

'lhat would Clllt it. I wonder bow IIUab that would 

Clllt it down. 

We have got aCIIle dope on that. 

I -an, I wonder -

It 'IJOI1l.d cut it down -teriall)'• We have got 
statistic• ebowing those f acta. 

1fh3' don't )'OU go into that tor meT 

o. x. 
Sa)', Jtr. SeoNtar,-, I bad one thing. Pred Laugh­

ton called me up and said tba·t tbe7 would like 
to ba~e an .. t~te tor the t1a~l :rear ••2. 
Who 1e Pred JAugbtonT 

Aaaiatant BUdget Director. 

FOr ••n 
Yea. 

Be 1a C1'U7• ~ll b.1a to so l~ 1D tba 0-· 
Be aaS4. tbe7 are - Oil the expeaditure•• thlrJ 
are u..-1nl tba t th11168 wo1114 ata7 Ulout aa 
tbe7 are. !be7 4GD't ~ ot ~ elae 
1io a•-· 'elat •• OOllld pye "-· ft .. -
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Belli 

-., -

'l'ell b1lll to go, b\1f a OI'Jat&l and look 1n 1t, 
md I ••'1 eo. 

Well, th8J are pro'be.bl'J woz1[1ng on eo• propoam. 
You ~r 'llben " --

Let' 1 f1Dd out what tile progrua 11. 'l'U:m thea 
do'llll aDd aee what bappma. 
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r.AUPII&I8 or "" n ..., 
fOa Aunou , , &IQ', Lo..a.a, belad 

Df.DI llarob. II, 1140, 1 p.a. 

10.1 61.8 

roll Butfiiitlftll'!B JBCil aGII'Uilr KCilHII!HAU. 

Yo• are rect•••'e4 ~ oablo a ropon u ~ frl&llii'J 

OD 1111" HODrJ 8olf1 1 14ea,1tr &D4 b.11 ott101al .,., ... 

HULL 
(Ill' ) / 

/ 

IAILinr 
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JR 

Sccrctary of State, 

Washington. 

5521 March 5 1 7 p .m. 

PT..AIN 

London 

Dattd Uarch 5 1 1940 

Rco ' d 1: 36 p .m. 

FOR T:tEASURY FROH BUTT<:R'.YORTH. 

252 

1 . Sir Robert Kindtrslty, President of the National 

Sav1n:. s Committ E£ , announced last night that the saving~~ 

campaign had resulted in tht salt of national savings 

cErtifi cates and dtftnct bonus totallinB pounds 100 million 

in thE 100 days sincE tht campaign began anu that somt 

60
1
000 savine;s groups had btm formEd . Incidentally 

tht war is already costing about pounds 6 million a day; 

taxation is producing about poun~s 3 ~llion a day and 

with savings bonds and certificates bringing in pounds 

l million a day, the current pEr d1tm gap stands at about 

~ounds 2 million . 
2 . Accordingly thE ChanCEllor of thE ExchequEr 

announced in thE HousE of Commons this aftErnoon tht 

i ssuancc at par of a pounda 300 million thrEE per cmt loan 

1955/59 . HE took thE unusual atcp of announcing thE 

tErms of a wEEk in advance o f tht opening of thE liSt "1n 

ordEr that thE invEstors may haVE Qll\'llE ti.JIIr to molu: 
orrongtlllmta 
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-2- #552, March 5, 7 p .m., from London. 

arrangements to subscribE thE !'ulltst possible amounts" . 

In rEfErring to the r atE of interest he remarked ~at it 

"accords with thE Government ' s avowed policy of borrowing 

as cheaply as 'ossiblE and at thE some time is a reasonablE 

onE from the investors point of v1tw11 • He also took the 

precaution of issuing a warning that "the o.mounts thE 

Government will nEEd to borrow during thE next 12 months 

will of coursE bE considerably 6rEa ter than thE amount of 

t~~s loan but that a first issue for a limited amount is 

convEnit.nt to thE TrEaoury from several points of view and 

I think it will ::.lso bt in thE gEnEral intErEsts of thE 

investors. •1 Incidentally in r EcEnt weeks informal 

approachEs have bEEn madE to th£ largE institutional 

invEstors to msurc thEir ready cooperation . ThE 

announcement was wEll receivEd in thE City and in unofficial 

quotations thE 3- 1/2 per cent pErpetual war loan rose 

almost a point to closE at 100 . 

3 . AskEd in the HousE of Cor.unons i.f hE 11as aware th:lt 

under Existing arrangements it was possible for British 

hol~Ers of sterlinG to sEll their sterling in thE unoffic ial 

market abro~6 becausE in certain circumstances such 

trcnsoctions would only involve transfers from one inland 

account to :mother , thE Chancellor of the Exchequer stat 

that the salt of atcrlinr, by ruidmts in thE United 

Kingdom, . 
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-~- #552, Ierch 51 7 P •• •• from tendon. 

Kin~om, ExcEpt through nutbori&Eu dtalcra , waa 

prohibitEd unUtr thE dEfEnCE (finAncE) rtJUlationa nnd 

tlut any ;>Eraon int'ringing thE rEgulations IIIC.dE b1llladr 

liablE to pEnalty. Aaktd also if bt was nwnr~ that thErE 

wc.s c. widE discrepancy bEtwEEn official AmErican prE- war 

cstim:.t<:s of British dollar ::tsstta :-.nd thE amount of aucb 

c.ssEta dEclarEd sincE thE war an~ if ht intEndEd to o::tuoE 

invEs tigations to bE madE into this diaertpcncy , thE 

ChAncEllor ot thE ExchEquer s:UG it would not bt 1n thE 

public ~nttrtat to publish thE ~unt of British dollar 

assEts which bed bE En dEclc.rEd; should inotanets of 

tv~sion comE to liaht t~cy would ~E OEVErly dEalt nith 

but thc. f 1n s aying tlult bE must not bE to.ktn o.a nocEptin8 

tht s~tst.ion in thE first pert ot thE question . 

JO:IBSOK 

HPD 
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~-- l.r :Y ... .,. ... -..!.. \ 

Ill &Ja MIDi IIIU'ab a, lNO. 
tala p.a. 

Pr .. enta 

B,lf,Jrl 

li&dliiJI 

BadleJI 

Bell: 

Jlr.Bell 
Jlr. llau 
Ill-. J!e41~ 
liN nota 

1Riat h the new•t • 

Well, the right• oloaed at par ~ with llght 
tra•"n&• 'llhioh 11De• up very .. ll with the 
three-quarter• percent &Dd doem•t gi'fe th• 
too .uoh preaila, &Dd 1n the laet hour troa 

SaOO to •aoo the long bond• ••ed up one to 
two S2Dde abow the 3 a00 o'clock close, eo 
the net p1a on the da7 t or th- h aroUDd 
10 or ll/S2nd• and the lona not .. net lou 
on the da7 111 an •••rage ot about tour per­
oct. 

Well, that 111 noz-..1. 

Ye•, a 'fllr'J good -rket. 

I can gi•e you a part ot the progreu at Hew 

York •• tar •• th~ ban gonea 

Rich, Ban•eat1o Corporation: '!'be -rk•t 1e 1n 
a ooJJ41t1cm wblre 1t wUl sr-bl• a llttle bv.t 
will take wb&t tbe Tre&n17 gina th• &Dd be 
gratet'Ql tor 1 t. 1!le 'l'reaiiUI'J, by the aot1on 
ot rettm41n& onl7 the not .. hae dalllpened the 
apeoulat1on 1n r1&Jlt•. Be tb.1nke 1t wwld be 

a a1atake to go tllrtber at thh tSM by ti"J'1nn 
to eut down the p~la. Be therefore re­
Mnda a coupon ot Sf• ot 1~, wbioh ehould aell 
1n tb.ia -set at about one point praai._. 
UDder preaent conditione be N!1nke that .,u14 

be a ta1r -oe••1on. Be aleo bell•••• that 
a FLot1oal e11a1JMit1on ot the risJlt•, tbat 1a, 
ao1 down lo .. r on tbe ooupoD would be a ••r'f 
bU ina at tr.aa1a ts-. 

11111• &114 a.pp, Dl80CNDt OOrporat1ona '!'be7 AJ' 

ua. ••t of ~ talk Sa tbe at:eet 1• ~a 
.aa to .eo buh. !UJ' do not tb1lllt tbe '1'reuiU'J 
a• UlJ problla at all. U there 1a no otwnp 
Sa ~ P"••t .... t betw• now &114 tbe tSM 
U.t ,ou ..p,. ,.,_. ld.nll, th~ reo tile 

tbne ...,tere pe...-t. !be P"••t ..ad 
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1Dd1oatea tbat nob a coupon would aell ~ 

101 to 101-1/4. '!heJ ted tllat tbe a44e4 

-1gbt Of rae,Ooo,OOO OD the DOte -.rket 

will puah the market don to a lower preld.­

ot al'OUIId one point. '!he talk in the Street 

indicates three tho•ta reprd1ng thia N• 

tund1nga (1) What doe• the Seoret&rJ or the 
'l'reaSUl'J know about world oo1141t1ona that 

the •rket doea not kDOWJ (2) appreciation 

or the probl• or oc.bin.~ a rethncung ot 

1-1/2% OOilpOD aD4 a 3~/~ ooupon, aD4 (3) a 
attempt on the part ot the TrMIIUl'J to kill 

epeculation in r1ghta. 

It 1a 1ntereeting, 1m1 t itt 

256 

Devinea He baa no poait1on 1n r1ghta aD4 there­

t'ore DO personal 1ntereat. He reo anl!a DOt 

more t ha 3/4 or 1~ aD4 DOt 1ess thaD 6/8 or u, 
dependsng upon how .seneroue the 'l'reae1lrJ teela. 

Be •JS that the 3/4~ ooupon ..Ul eell on a 
. S& bade and oo-114 a pNmi,. or~ one to 

one aD4 one-eighths pointe. He re00DIIIell4a a 

5/8~ coupon onl7 1t the 'l're&IIUl'J dedrea to 
turther a queue the ript 't'a1uea. He was asked 

1t be .,uld t'a't'Or a 3/4~ coupon at a pNiai,. 

or, aaJ, 1/4 in order to get the right n.1uea 

down between 3/4 and one point prnd-. Be 

aa1d abaolutelJ no. It' the '!'rea~ wants to 

get the r1sbt ft1uu down he etro 1 re001111111114a 

a &/~ at pu, but he nnte to cal attention 

to the t'aot that tbe TreaSUl'J'• action bee ooet 

the holder• a ee't'era pena1tJ aD4 be weald not 

re~ll4 so1ng anJ rurtber. 

Pope, Plrat or Boston& 'l'be •rtcet, be .a,.., 1a 

strong todaJ. Be bu DO idea wbere 1t 1a Soine• 

On the preaent bash a 3/4'/. coupon will aeU 

between a .66 a114 . 60 bu1a with a ~- or 

3/4 to one point. He cloea not reel that thh 

~- would be g1'11Dg a•J en uauoeaaonable 

11110UDt and oerta1DlJ 111CNld uaare .uooe••· It' 

liON aaeuranoe 11 needed b7. the 'l'l'e&81ll'J he 

'110ul4 p~at on a oo'llpOD of 77_8~ Wbiab woul4 -

-.n11 a prem,,. ot .tl'Ca 1~/8 to 1-&/8 pointe. 

Be doel not, ho"'t'er, re-ell4 a 7/8 ooupon. 
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R. II.Jrt 

Bella 

a .~.Jra 

Bell i 

H. N. Jra 

Bell: 

H. M. Jrt 

Bell : 

H. ll.Jra 

Bell : 

H.!.I.Jrt 

Bella 

H.K.Jr t 

Bell: 

B.W,Jrt 

Bella 

- :5 -

lfotw1thatmd1ng hie prerloua re0011111e11dationa 
r egarding the outtin6 down of r1~t nlu .. , 
he does not feel \hat thl hold er s of these 
rights should recehe an)' further Jolt a. He 
!eels the a ction of tbe Trea.ur,- has bean 
quite severe enough f or one t1me. 

Would you lU:e to put th11 ott until to1110rrow 
noonT 

I won't do i t tomorrow. 

You wc:n•tT 

No. 

I thought ,ou were holding this conference f or 
the purpose of making a d eoision ton1~t. 

NoJ wbat made you think thatT 

You told me thh mol'D1ng and you told me last 
ni~t. 

That we wou.ld have a conference th11 afternoon. 

257 

I asked you for more tillle and you said, 8 GNnted, • 
1n one of ,our weak moments. 

Well , you don't hold a fellow when be 11 down, 
do ,ou T 

Well, I thought you -.:>u.ld have a bad day. 

Would you get a f ellow down and hit h1lll 1n 
the jawT 

I thought you bad a bad day. 

A SDod ba4 day. Toda7 or J'llterdayt 

Well, I thought .aJ'bl ,ou ba4 &DDther one. 

Yea. 
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R. U. Jr: No . 

Bell: 

u.M. Jr: 

Belli 

H. M.Jr: 

Bell : 

H. M. Jr: 

Hadley: 

II.M.Jr: 

Bell: 

Hadley: 

1~ . U . Jr: 

Bell: 

H, M, Jrt 

Bell: 

NoT I thought you were ruehed. 

Well , I have had all this buaineae but nothing 

=pleasant. 

Well, you would 11ke to put it ott until to­

morrow noon? 

I tell you 
down yet. 
down. 

why, Dan, this thing hasn't shaken 

I want to give it time to shake 

You mean this time tomorrow? 

Oh, after lunch, maybe. I want - you see after 

you look at the thing it varies . It started 

at par :50, went up to par tO and it i 8 down 

to --

Par 30 i8 what it closed. 

Give it another day. 

I think it wa8 contused. 

'lhis was a sudden deand in the middle ot the 

day that pushed those rights up . 

You 8a1d they even paid 100- l/8. I would like 

to let this thing shake down. llh,y not take 

all the time we canT Tba t is the -Y I feel . 

You know our work is very 81111ple and we are 

through practically. All we need to do 1s 

get the coupon and we are ready, but the banks 

have to mail these th1.ngs and get them out and 

that ia quite a job. 

I will give you an appointment now for to1110rrow, 

2 tl5 . r won ' t renig on that . Tell Bccl ee to 

be avai lable at 2 : 15. 

You juat want to talk to h1lll on the telephone? 
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Jl,J(,.Tl'l 

Belli 

s .ll.Jra 

Belli 

H.J(.Jrl 

-·-
Y••• 
I• tllat wllat ba -•• w talk tae ,_ t.luaH ...... 
awe. 

.. 

. . 
• 

• 
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llarab 5. 19110 

'h1epholle call fro• the h4eral. lleMrn 
Jluk of llw Todl: 

-oOo-

Rich, llana-\lc Corporation! 'fb.e •l'Ut h 1ll a 

eon4i Uon where it will cr-ble but will ~· wbat 1\ pte aD4 

be ,ratetul. 'l'he 'r.....-.u'7, b7 thh action, baa ~d 

.peculation in righh an4 be think• 1\ wOGld be a .ta~ to 

10 further at thh ti .. , He therefore reoo-n4• a eoupoD of 

3/4 of l~ which ahould aell in thh •mt at about oDe point 

premiUlllo Un4er preaent con41Uona be thinke that that would 

be a fair eonee .. ion. He alao belin .. that a practical eli.tll&-

Mille and ll!pp. Diecouat Corpora\lo&l !be aoat 

peuisietic talk in tha Street h a .6o 'buh an4 the -•t 

hat &ll7 prob1ea at all , It there h no challC& in the •mt wweea 

now an4 the tlae the !reaeul'7 h na4¥ to proceed, the;r reco-n4 

a 3/~ ooupon. While the preMnt aadl:et 1n41oa\ .. tha\ euoh a 

coupon Wftl4 Mll f:roa l-01 to 101-l/16, the;r feel \bat the a44e4 

weipt of tns.ooo.ooo oa ...... ,. --t will ... v. •• , 

dowa to a 1Rer Jr&m• 111 ...._.- JO'-'· !M talk la u. 

• 
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not laloorl (2) appi'HlaUoa of U. pnllt. of OCIMW.C a ~ ·-
• 

111& of l-l/'1$ oovpoa &114 a )-3/tf> OOIIIJODI (3) u aUnpt oa U. 

part of tbe 'l'N&R17 to ld.U .,.nl&Uoa lll ripte. 

llniM: Be baa ao podtloa la ri&bh &114 U.Nfon ao 

pereonal lllwnet. Be noo-1114• aot aon Ulall JP. of ~ &114 

not lou Ulall 5/1 of 1~ 4QID41DC on bow pnorou the tnanrr 

feeh. Be .-n \bat the 3r-f. onpoa will .. u oa a .55 llaeh u4 

CO.aJid a p~a of fro. ODO tO ODO u4 OM-IiptU polah, 

Be reoo-.Ae a 5/.,. oov;M~D oJllT 1f the fnanl')' cl .. lne to 

funbn ..-o• tbe riCIIt mu•. Be we aakecl 11 be .o'Gl4 fanr 

& 3/~ OOQPOD at a p~• of, eq, 1/\ la ol'4or ~ pt Ulo rl&bt 

n lue 4oft to lle\wHa 3fl4 aD4 ou polat p....ta. Be 1&14 alleolaw!, 

no. It tbe 'froaRI7 -•• to pt Uao ript <ralue 4on be etroJIClT 

n co •h a 5/ tf> at par, 'bat be -'- to call auauoa \o tbe 

fact \hat the fnaRI'7'• aotl_oa bae ooe\ the bolclen a Nfti'O .. , 
peD&l\7 aD4 \hat be wul4/reo•••Dcl colD& aD7 tv\bor. 

l!p!
1 
ftnt ot lootoal !'M .nat, be ~qe, h ,,..._ 

todaT u4 ,_ lll&e M 1._ ....... l\ h pia&. 011 tbe Jlft_, '-la 

a 3/'1¥/> co••• will ..U lie-.. ~ .55 1184 .6o llaalo witla a P~• 

of 31' a - ,._,. 1o ...... , fMl t!lat Ualo P: I• wnU lie 

11'1'1111_,.- -FBI "e --· .... ..not~ ..U II aN 

2&1 
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aueeua. It 110re UIIIU'&Ilce h ue4e4 by \he 'I'~ he 

would put oD a CO'QPOD ot 7/Sf. which would co-.M a prea1-

ot troa 1-3/8 to 1-5/8 pobta . Be 4o .. DOt , bowe•er, reco-D4 

a 7/ tif> coupoD. Jlotw1tbata.D41D& hh prerloua rec-D4et1oDa 

rega.rdiDg the cutt1nt; 4owD ot right Ya.luu, be 4oea DO\ teel 

tha.t the bol4era of theae rigbta ahoul4 recei•e the Jolt all 

at once . He teela tha.t the actioD of the 'l'MIUurJ ha.e baeD 

quite snere eDoup for tbia t1-. 
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Jluooll II, lNO. 

IIIIORA!DVI 

Rat B~•tltaa Debt . 

AAolt Berla o&Ued at 10t30 this mJ'IIJ.Dg an4 tailllle 

to reaoh J'01l beoaue ot the Metllle 1Ja J01Il' ottioa at tllaii 

ts-, talked to •· & •ral7 Wialled to brllle ua up to 4a11a 

on tha daYalopaenta With raapaot to tha Brazilian dabt. 

Ill hi a latest oontaranoa With CatteZ7, Aralllla aa14 

that he had do~~& all he oov.ld do an4 they o01114 DOt better 

their lataat otrer. & uked CattVT to aeoertaiJI Whether 

the Bon4llol4ara• Proteotin Co1111011 would be Willllle, U they 

oould not approye, to atan4 uida IUI4 alta 110 o-t U the 

Bruillaa Qoye~t should IIJUIOUDOa an otter to the AMrioan 

bondholder• 1Ja l1Jaa With Aratlba' • lateat propoaal, loartlls 

it up to tba 1Ja41 rtd'Qal bonAMldara to deoide Whether they 

would aooept iJastell...,h on th.ia baeia. Al'BIIha told CattVT 

that a1Jaoa Varpa wae laartlll! the Capital t.-:>l'l'OW, Karch 6th, 

llllleaa thia propoMd otter waa aJIIIOII110ad the wbola -.tter 

would haft to he dropped w1 th tha proapeot that there would 

ba no uw otrer tor a.- tiM to -· CatteZ7 in hi• lat .. t 

oabla at1'011C17 reo l14a4 that the Bol14holdera• CoUIIoil 

ahoul4 not atan4 1Ja the W8J' ot the otter, aa ha teU that 

thia waa tba best that ooul4 he 4CDe. 

J'ranoia llhita waa called to WuhiDgtoJl ;reater4q an4 

apant two llo1lft at the State Departlullt. Barle aqa the State 

Da~t did not support tha A1'atlba otter, but put u Q 

atraisbt to the Bondholder•' Proteotl,n CoUIIoU to decide 

'Whether to nto the propositiOn or to atan4 IIIUta IUI4 let the 

1D41rtdual bondholdan 4aoida. White at lalll!ih 11141oata4 that 

he wolll4 o&U a •etlJic ot the 001111011 to<la7 an4 would f1141&•8t 

hntll& a stat-t Qioh would aq that the CoUIIoil ha4 DOt 

partioipe.ta4 in the negotiations witll Aralllla, an4 that U tile 

Bruillu otrer ... 110t to1Mll.7 ada DDW U was quastioiiBbla 

wbetllar ~~~q cn'ber otter wal4 he 11&4• tor a oonai4arabla ts­

to-. 
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ft1a bt-'la -. utw to Gift..,., 1111111 tiM wol'l 

that tllae _, M 110 lnlaU• ~ .. BrulUa aura '' t... 
t M ,_ ot tlw otte u ..uiM4 ~ AnUa to Ooittwi• 
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t.AIIJIBI&8 or • e ae 

!Oa !M -.noaa..,,...,., lopta 

-~· .. 
MBa llarU 1, 1140 

Wo Jaan bea utol'U& 'bJ ~ Ool•~aa a1tu..._. 

1D Waabias'oa that u 1o ft1 Uq tor 4ota11e4 1Dfo~ 

Uoa 111th rotoroaoo w epeott1o JII'OJHto Wlbiu 1o aoll81 

W Jll"'PU'l7 pi'OMD1: ~ roquot of ~ GolMM aa lo..,._ 

aent tor a loaa tNa ~ bpon-IIIpon laak. It 1o ftl' 
oa 11bat Gol•b1a 4eeii'Oo w aobioft 

UJI4oro~DC tJaat lletoro ottOI'lq 11 ·a" 0! 't'al'l!U 

ageDOllo 1D Wu!d.q1;0D 111bo_ &N OODOOI'De4 1111:b ~ ~ 

81cm of 01'041 to prot or to rooo1n 4ot1al 'o lDfoi'II&Uoa - -
rop.rcUq Gol•~•'• o'bJoouno. 

IIIUo ( A&ll) 

0 
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oaPY 01 · ·-·· .-t 

'fbi Boll01'8ll10 

Jrucia VhUo, 

hrelp Joll4hol4w• ProwoUn Ocrtmtlll, 

90 Jlrollll 8\roe\, 

B• York CU;v, 

Ban raquea\a4 C.UCT to \rT t o bol4 -uen 

opeD p aAlac oar r-lpi td hri!W' word holt JV1l. 

'fM Dapart.ai1o po.Siioa ia that U baa o'bialDIIIl 

tM 'boot ldtar po .. i'ble, !M Coucll'• 4ecidoa u io­

tM couroe U tollow -•t 'be oxcludnl;v ita OWD 

reapoul'bllli;v. !be llaplll'bnt 'ballnea it oboul4 

DOt aocap\ :vour wlapboao oo-lcaUoa lD rl• ot 

U.. tao\ iha\ TOll ce~~~pla4 1i vlih i¥ o\a\-a\ that 

1\ - \alr:ln oal.Y oa U.. .. 01111JPi10a \ba\ Daparboa\ 

ha4 roquoo \a4 o'IICh Miloa • 

.t..A. ~. n. 
Aoolotaat looreierT td sww 
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17 «ear lb' . hal'ftU'fl 

.,... leJar'•d .......... 17 ., ... 1t .. 

uner of t111e .._.n••• •••1 JI'OJ• .. , oa , ...... ,.Ml 
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Corpoi'&Uoa 1a •• l&Uar JIU'C of lilt re ' r_. a 

f&YOI'Ulo FOJN't • 'fM )II'OJOOal OIIYihpO & 80AaFII 

••••1 plad wUil u 1a1Ua1 oapao1'J of 111,000 , .. at 

t1a1aW n"l pr•la••• u4 f1aaaaa& Ja1at]7 1a .... U 

U4 1ll , ... Wa1,_. Ita•••. .&l'laMII' te..U. Mw.t ... 

,.., Mea •lat•a._., U 1a aa•W.•a4 , ... , INal1 us II 

ooa•rlll••• a ld.aill• of 11,000 o ..... (l:ta,Ooo, .. ) 1a 

a11Nlll, u1 Wa1,_. •••••• 1ataro•••• be•uaat19,110r 

a& ta,OOO,IIO, Jl'ba1J&1]7 fOI' IP1rt ... 
1&1'17 1a J.-rJ lNO , ... INN at JtNat .. WI 1111 

itH1 GOI'JOI'&Uoa 6aa14e4 ep••• JU't1olfaU• f/1 .. 

ColpwaU• ill .... "*...,.• '-' •• _.._. 11M ._ llrQII 
• 

!Ill ••n•••l• .... , ......... ,. .. 

• 

la•etH J at - .. I ..,, 
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al1n bJ till Brull1aa loftao n 1dl1ob eon1-• to 

bl nrJ .U 1.atoreeto4 1a tlll poopoeal. ID faot, tlll 

llru111.aD .Aallun4or bal nato& to.- hparaod ~ 

tbt oatab11a~at of a atool 1a4aatr, 1a o.. of ~· 

aaJor up1ret1CIIla of lroa14oat Yarp.a' adalD1atrauoa. 
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lbonlJ afior tbl 41o111oa of ~ VD1ta4 "-'•• 

l"ao1 OorpcraUoa -• 11141 ltaoWD, tbl Dopuotaoa• _. 

appr1sa4 bJ till CorPGrat1oD of tbl aor1oaa ooaa141rat1oa 

wtuoh 1:1&4 booa pnD tho proJoot -, For4, BaooD aD4 

Da•1•, IDoorporato4, of low York. Oa hbrrurJ 111, 

Ill'. Goorp Y. Baooa, Oha1Jo8an of t!a loar4 of tbl tift, 

oonf1rM4 to tho Jopart•at that h1• OOIIJIIIIJ ba4 bolD 

g1•1ag tho utter aor1ov.a thoQI)at. Bow••r, before 1t 

o01ll4 prooeo4 With a tlloroap ozp1oraUCD of tbl proJoot, 

Ill'. BaooD atf1J'M4, U 41a1ro4 to uoorta1D th1a lo\'ora­

.. at1a att1ta4e, 1Do1u41DI, 1t wu 1Dforre4, tbl a•a11-

ab111tJ aa4 ozte.t of pooa1bll f1aaao1al puot1o1pat1oa 

b7 IOfti"'IMPal apao1ea. 

n wnl4 appear \Jilt .- uner 11 ODI 1dl11h •llh' 

Dow properlJ be eualae& bJ till Ca.altteo of 111l1ob ,.., 

Ill'. Je111 .ro .. l, aa4 11r. YeU•• ot thll Do,.n .. .n, are 

tbl M8Mr1. I . be 111ft Urat a MetliiC of Sill 0 I 'tteo 

for thll JIU'POII Uftl4 be bell. at u earlJ a 4ate u 

JII'&OUI&ll11 all t)aa' ... • Juoa u4 h1l UIOa1atll be 

lllar4 
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beard 'by tbl c~~•• tollcnr1q a p:oel1a111&1'7 41e­

oau1oa. Ill tbl a'beolloo ot 'botll Ill'. Wol.loe allll Dr. rou , 

I ellall l"'cpaoet Ill'. J)elll'a, Ch1ot ot tile D1Y1eloll ot 

tbl .Aaor1oaa .. p&bl1oe, to ro)ll"'eoat tll1e Dopuot•at, 

Wbla I ll&Y8 !uar4 tl'oa JCN OOilOOI'Diq 'tile 001lftll1ollt 4ato 

tor tbe ••Uac, I ellall 'be &1&4 to arraqo wUillll'. Baooa 

tor h1e P'•••ao• ill Wuh1qtoa. 

I aa olloloe1Jll tor roar 1ntoraat1oa oop1oe ot a 

br1et •••ora,.,.• 4eeor1'bllle tl» BruU1aa a teal proJoot, 

and ot a ••oraa4ua ot ooa•ereat1oa or re'bra&l'f 23 witll 

tbe Bra.a111aa .Aa'buea4or. !be Ott1ee ot tile Kooll0a1o 

.&4•1eer &llld tbl Di•ie1oa ot tbl .Aaerioaa llopa'bl1ea llaft 

aeeea'blod a oeae14erable tile Oil tbe eteol proJeot Wbloll 

' 
ie at JOur 41apoeal ehoal4 7011 w1eh ad41Uoaal 11ltona-

t10il Oil the eabJoot. 

.811loerelJ JOU1'8, 

Kaoloevoes 

1 ........... 4ate4 
. hbru.rJ U, lHO. 

I. •••r•""• ot ooiiYOJ'ea­
t1oa 4ato4 hbraai'J 11, 
lNO. 
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I " tf lrylUp bnl rn.1en 

ftll •"'1 plaat JI'IJI M ~ Clll ..UW IC.Ctt 

hnl Oa;&"aUoa Oa 1Mloa 11bltb YlalCM IIPull 1a 

till l&Utl' pan of lNI ,_14 tall fvr a Hpltal ta• 

paalllCve, oa till llaala ot ,rltta la ..... , 1111, fit 

•JIIII'Os'-'•17 ta,ooo,ooo, a par ,.,, 1• 1a1.,. tea"• 
dollara, ... a'P Jill' .... la IIPaalllall ...... ..,. ftll 

plaat w.U Ill" a HpttlCJ of 181,000 ,_ ot flal_,. 

1\ttl Jl'l'-1 ... Jill' •e Ulll aliO uftl' a'll .. t 10,000 

toaa of ,....., ..._ Ulll 10,000 ,,.. of pia. n aul• 

ut all .... n•• ... •"•~ tanp&lJC toal, tdaltll 

woau 11a • 1 ,,.. ,.... u.. .. u,. haw• uul ella 

•••utaet.., nt•ac qallUta ot IIPaall&aa tNl r... 
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llaroh 15, lNO 

810& Pll 

Preeent1 

Jlr. PuJ"t'il 
Ill'. CoobJoan 
111'1. llota 

JII,.Jr: I brousbt Bloob-La1ne 1n a pl&De, 
but I warned b1a not to oo• cm tbe plane. Be 
went to bed. 

III • .Jr: 011 bebalt ot tbe OaD&41an Gotem­
ment, tbi Canac11an 111n1eter 1ntor"Md ae, we baYe 
leg1t1mat1ae4 7ou. 

dot 

llr, Pun111 I feel c11et1notl7 enoOUNgttd. 

~: BaYI 70U an7 liON oboree tor 111 to 
~I oould t1x JOU up with Mex1oo. 

Jlr, Pum•: I am reall7 trul7 gretetul. 
I teel 't'l'l'f no better. . 

BK .Jr: !hle 11 abeolutel7 1n the roo&. 1fl 
IYen b&TFolet the Canadian 111n11ter Jr.n- tbe fora 
1 n wblob JOU bad been tor .. llr.ed b7 tbe Br1Uib. 

llr. Pun1e: I aa teM"1bl7 leg1 timate now. 

HII,.Jr: Y... I thought 1t wa1 Yl'l'f 811D11ng. 

Jlr. Pury1e: ot oouree, 1t 11 Yl'l'f &IIU1ng. 

•gr: I H&ll7 ehoul.4 not 1&1 tbat, bat 
70u (Coo n) c114 gl'f'l bla tbe tCII'IIf 

lr• Coobi'NII 'fe1. 
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MY,Jr: Secretly! (Laughter) 

~~. PurviA: Secretly, yael They have not been legitimatized yet. 

I!U,Jr: Nobody knows or their arrival! (Laughter) 
l&r. Purvis: And we wore talking over the pro­cedure, hence my call to you as to what -- they being attached to the Embaaaiee !or blockade control work only, which they emphasize, will ot course report to their Embassies and presumably be taken to pay an of­ficial call to the State Department. 
1!1.1 ,Jr: Firat. 

llr. Purvis: Insofar a's any questions in re­gard to control ot essential materials is concerned, they are very clear that they hope and exPect to deal only in talking anything that they could talk tech­nically, or whatever approach might be the proper approach, and t hey have quite a lot ot things t hey would like to diseuse technically through you under whatever conditions you think are wise and proper. They teal that they don't wish to contuse those two issues in any way it they can possibly help it. They have quite definite work to do in connection with handling the difficulties that go with contraband control with the State Department, but they don 't feel -- I mean , they teel that the other cotter ie an Anglo-French Coordinating Committee matter coming specitioally as it dose under Monnet and ~ot under the separate Governments. 

I!U,Jr: Let me be frank, the way I have. been with you right along. 

Mr. Purv1e: Right! 

fQl Jr: The thing that bothers me - - rour Am­baaaador fiae to straighten this thing out. I am familiar with the talke between Lord Lothian and Mr. !lull on what Mr. Hull thinlte you people ehould bur. 
Mr. Purv1e: Yee. Yee. I IUD now being 
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III.Jra 
tba 1;. 

llr• hry111 lo. lo. 

ahl leoaue tbl Pret14ent -- well, I !law 
no 1nt1tiiiiflon1 to tllk to :roa about u. 11:r 1Dttru­
t1onl are to lUke tb1ng1 1ae1er tor :rou. 

Jlr, lury111 Qu1hl 

.!llai£1 low, think tb11 tblng onr oaretallJ. 
If I bejlil tal.k1111 with tbete people, thlll tbl hate 
DeparU!Dt bei1DI tllk1ng -- I c1on1 t want to get tb11 
ttung all 0£01114 vp. 

Mr• Pu!"!111 I oan IM tbere 11 a real pou1-
b1l1t;r. 

lll.{rl I don't llr.now what tba an'"r 11 1f 
the:r oo to • an4 talllr. about 10111tb1ng ud llr. 
Bull Mete thea or Dr.Pe11 Mltl thea1 "Yw haft 
got to 'bU7 aVDUet, 801'1 port pzeo411oh, aore ooffee, 
aore tobaooo-,11 - aD4 tben tbe;r •- OYil' blre u4 
1a;r, .. ow~ llr. llorg•thau, oaa :roa belp u1 on t'IUig­
llt ent• ;~; aa awtall:r afl'a14 of u. 

lr· rvn•: ~ ••. 
dallger • 

•• Jra 'loa 11eT All4 u br1Dgl :rou 111 • 

.... Pury111 'Ill· 

-..lra I ... , I aa aot atra14 about IIIIJ wort. 
I -,""T"&ow wllat I aa 1UW01111 to do •• • .. 

... bnJ.II Qdtel 

w • .rra • • • • .. tar al ... ya£1oat JIIII'O)IatiiiS 
a1te1oat are OOIIOII'DI4. 
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Mr. Pun111 Ye1. 

IW • .T.tl Bat, 7011 •••• fOil o-• 111 beN and 
1&)', •low, lr. llorgenthau, n ba'N t o get tbe1e 
plane• AD4 tbat, o.a- roa h8lp • ouu can rou 
help .. glt powd8rT• 

Mr. hJ'!111 y.,, tor whloh I &II "rT gratefUl, 

HII,Jr: And I ban been able t o do th8 li!IPOI-
11ble. 

lr·. Purru: baotl)'l Tee, l.noludlng eYen 
taxation, tor oh I aa Yerr grateful . 

lll,Jr: And, therefore, the t hlng -- ..;r 101md 
111111odeet -- t he th1ng I aa doing f or rou 11 .o lllport-
a nt ••••• • 

Mr. PurY111 ,,,, that n ehould not get 1nto 
any danger. · 

HII.Jr: 
on. ot the 
help Jlr, Rlet 
It'• stupid. 

'!he1e people a:re go1ng to aelt 111 and 
th1nge 1t 1 a go1ng to be no. I oan 1 t 
11'1 t h copper, wl th o11, wl t h 1 01 bean1. 
Jow, I aa talking Yerr fl'&llkl)'. 

Jlr, Punit: Yea. Yea. 

lll,Jrz Jow, whl get • bogged down where 1'011. 
and I know the obanoel are 9~ I &II going to I&)' no 
and then get .. ln th11 oro11-f1N betnen Lord Lothlan, 
roureelf, Jlr, Aahton-<hratltln, Mr. R11t and Jlr, Hull and 
Herbert re11. 

llr, Pury1!1 Quite! It' 1 a dangerou! !1 tuaUon. 

~I I ba.,. a !&)'lng aroud here theN aN 
enough 1'iilif• a1'0IID4 h8re 111 'laah1ngton, I plait 111 
own flghtle 

Jr, bni1: I oan full)' under1tand. 

III.Jr: And I would lllte to plolr. •• 111 flghtl, 
f1rlt, 'tJii'One1 I beliiTI 111 &Jid, IIOOnd, the ODII n 
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h&'fe a ohanoe of w111D1ng. low, ae I ..,, I-
being helpful; I - getting 10U thing a whloh no­
bod)' other than tbe Pree14ent oan get tor 101.1• 

Ill'. Purrte: Qui tel 

lfJI.AJr: And I aa in th1e beautitul poe1t1on 
that thetate Dep&l'tJMnt are pertectlr aathfie4 
and the)' don't in anr way try to interfere with what 
I am doing. Ia that rightt 

Ill'. Cochran: Abaolutel)'! 

lfii.,Jr: 'fhere ian' t a IIIUl'IIIUl' ot interference, 
but if they think ther can uee me and MY influence 
on th1a buaineaa, the)' are going to do it, Je it 
worth itl 

Kr. Purrta: I aee exaotl)' what ;you mean. 

Hll,Jr: lira. Korgenthau aaked about ha'fing 
Professor Riat for tea. For tea, I would lo'fe to 
have Ill'. R1et 1t he will tallt about hie ho118 in 
Switzerland, 

11r. Purnr 1fb1ch, by the wa7 ...... all he 
wanted to do yea erda)'. He aaked if there waa anr 
difficulty re-eatabliah1ng the purely social contact. 

lii,Jr: If lit proaiaed not to tallt about theee 
other thinge. · But am I rightl Like copper, aor 
beanel low, aa a .attar of faot, the things I can 
help 70u on, I think 70u and I have pretty well co'f­
ered. low, if on the other hand, he ears to rou -­
I ba..-e not reheareed th1e -- if he aa)'e to roa, • Jtr •. 

Pur'fie, now ha'fe 701.1 taken up tb1e or that, 1 and rou 
ear this: •well, I ha'fa not taken up 1 b 1

, but the 
next tiM I aee Jllo, llorgenthau I will see if there 
1a anything be ~nke oan be done. 1 

llr. Purrte: Yea. 

Jlll.h': But it rou get • all aixed up in . 
t hie bualiiii • ••••• 
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llr. Pury1ts .... 1t .., be a Yerr poor th1ac. 

llll.Jr: All4 rau ought to '-llt thie -. but 
1f rou don1 E 111D4 rq nggeetlJIC ..... 

11r. Puma: I w111. 

llll,Jr: And rq hUDoh 11 ott1o1allr I -ld 
lr.eep thoee fellOWtl &waf troa •· !her O&D tell rou 
1t there 11 1oaeth1~ on eo• eubJeot that :rau and I 
have not touched and then rou oan aelr. ae, but I aa 
eoared to death. What do rou th1nlr., llerlet 

: 'fhe State DepartMnt 11 el[JieoUac 
t o see 

Jlr, t'l"1t: You aean, tblre alght be real 
value 1n 1ee ng tiow tar ther go. 

HII,Jr: Don1 t ;rou think I aa r1ght1. 

Mr. Coohran: Yes, I do, Sir. 

RK~rl I aa 1n the unlque position, t here are 
eo MJ17 t ns• where the State and 'l'reaeur:r 1n evel")' 
oountl")' get oro111d liP· 

llr. Purne: Al-r•· 

JII,Jra low 1t toq1t ue the long .. t t1• to gd 
our 11n11 etralgbt and rou don't 1tnow the State Depart­
llent eld.ete. 

Mr. ~II lo. fhat1 1 oorreot. 
kept entireJOiiE of that dde. 

!•J{I All4 fOil haYI tat.ll 1011e Vll")' 0 ~It 
1apoea1 h1DC•• l.1kl ~r, awar troa the ArW1 
and otJ:Ie State ~nt - 1 .. doll' t have to alit the 
State DepartMDt or Jlr, Green, ot the Jllm1t1ou Con-
trol Bou'4, or ~· Ill". 111111 11 perteotlr eaUe-
t1ed to b&Ye •• ,.....,, thle, aD4 that 11 a Vll"1 uu­
ual lltuat1on. 

II'• Pun111 &a4 one that 11 4naetat1ac11 

284 

Regraded Uclassified



- ?-

important and what lllight, during aome particula r 

period, oover t he whole euccese or the War. 

HU,Jr: Well, ae I aay , getting you powder 

won' t win the War, but getting half a dozen things 

as important as the powder -- t he aooumulation of 

them •••• • 

Mr. Purvis: Ie very, very important. Yee. 

HU,Jr: See? So I just might -- I have not 

talked it over with Cochran, but I really think it's 

s t upid to get me mixed up with Aehton-Gwatkin and 

Mr. Rist officially. What do you think? 

Jar. Cochran: I think you are right, llr. Sec­

retary , beoau se ur. Purvis oan bring anything to you 

and if you wa nted s omething brought t o you a little 

more prepared, I ca n get t ogether with Ur, Purvie. 

Ur. Purvis: It I can get some unoffici al ad­

vice occasi onally , which would not be quoted, but 

whi ch would give us a sense --- may I ask a question? 

And that i s , i s there any definite - - for instance, 

molybdenum. Any talks I have with Cli max, I mi ght 

want t o come back t o talk with you about, and pos­

s i bly nickel , or something of that kind, as coopared 

with copper, oil, soy bea ns which are in another and 

more political categor y, or is it all perhaps better 

to be in the same , Tale t he Cli max s ituation. I 

a m expecting t o get a cable -- after our l ast talk 

you suggested would I carry on. I have asked our 

people to g ive me a few more cards so I will k!'low 

what foot room I have before I talk with t hD.t group. 

I may get t hat any day now. Suppos i ng , on the other 

hand, I find myself in some difficulty. You know 

t he dramatis oereonae and you were good enough to do 

a wonderful pleoe of work i n the beginning. Take 

molybdenum. How shAll we proceed there, as distinot 

from copper and so on? 

HI.! Jr: I would s ay that 1t you have trouble 

with mo1ySdenum, you come back and see me. 

Jar, Purvis: It would not preYent that. That's 

really what I am a ski~. 
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8Lira Jo. low apte, • ••raMcto -­
terlale-;-Il""1ib1J ban ooppe 1Jl llla41 ,.,.. eo. 
1n. luppodag "* p1i a 1111i. '1011 eq1 ..... 

llorgtnthau, wbat art the obenoee abou1i ooppnot• 

.. Ot ODI ObaDII 1D a bluiiJre4. I 

"Wb&t are till oluulotl aboa' o1U • 

•ot one obanot 1n a blmc!rt4. • 

"Wb&t aboat WI 'btaDa1• 

•Jot ODI 1tbanot 1D a bandred.• 

low, 1f tbt;r art not ut1tf1td with wbat I 
1a7, the7 art perteoU7 frta to take 1 t up with ~~~'• 
Hull - and baft h1a b1t the oeU1Dgl 

llr. Pgry1fl I a'biOluttlJ qrtt w1 th JOU. 

~ Qool:!r!pz One th1ng JOU han not Mnt1oned. 
R1•t 11 own ewer here aore u a t1nanolal, 110Dtt&r7 
man. It he 11 eHn arnad the 'fre&1111'7 ..,_, auob., I 
th111k the Prill people 111gb.t get IUQ11o1oua. 

~ '!bat 11 nat ae ~rtant •• btr. 11 tbt 
Allied atng 111et1on, 1t tlle7 art aooredUtd to 
an~ theJ are aoeNdUtd to the 'frt&IUl"J'• fbt;r 
don1 ' ban to 'bothel' go1ng tbrclugb. all the r-uuee 
ot the State Depazot•nt and Lol'4 Lotb.1aa aaa tell :rou 
h1e tl"'Ol'blea. low 1t Aahton-Gwatk1n and R1at 'btClA 
to bring • 1n anc1 Ills • up 111to tb1a ftc" wbetbtr 

tb.t .U.l lb.ould 'bt atoppe4 1D Biz ada 1D "'"""""' tor 
oopper or th1a 1 01' raul4 WI OODUinae to P" tua 
atrp' a• IIIC1 .. • ~·• tbiJ let tlle aalll go tllroacb.e ••• 

lr• bn1•• Jl18h1i be a 411&dnntage. 

. M1 I _. tell r: btfONbeD4 -- &81 
1t I ~~. tu _, al_,a c1o I .Ul N7 o 

~. 1 I Man INN• I '11111 alit 1ibt '"-'a.d 
aft4 .... ,.,.. w111 ~. • 
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Mr. PurY1e: I 1111st admit rq Ju~aent is I 
can see thAt is a concrete situation which we ought 
to race and handle perhaps with great care . I would 
Just like to reel on molybdenum ••••• 

!ll,Jr: Anything. 

Mr. Purvis: ••• or nickel or some special 
situation, I can get your advice. 

!IM,Jr: You can reel tree to walk in hare and 
ask me anything and I will simply say I can't handle 
it or I can, but you will get an answer in any case. 

Yr. Purvis: What it really means, it does not 
close the doors to such thing s as you reel in your own 
ju~ment, !rom time to time, you could properly come 
in and help on it you can possibly help , but it does 
mean you will not be dragged into things which will 
criss-erose with the State Department . 

HM Jr: What I am trying to say is I don ' t want 
t his reia!ionship that we have ••• • . 

Ur. Purvis: •••• disturbed •• ... 

!ll.Jr: ••• • to have them use our relationship. 
They know that we get along well. They are having 
lots or trouble over there and !or them to try to have 
me help thea by br~ing preeeure on you to ~ aore 
copper or tobaooo, or vice yerea ••• 

Mr. Purvis: It' a a disadvantage to my uin 
Job, to put it in a eel!ieh way. 

!ll,Jr: And I am interested in doing what I 
am doing and I am not interested in the other thing. 

Mr. Purv1e: I auat admit your ju~ment is 

right. 

!M.Jr: 
what ban you 
your creaa. 

But apparently - trom your standpoint, 
got to get trom it? You are diluting 
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!r· hry1!1 !bat'. 1'18ht. 

Sh: But that doea not lteep tbeae gentle­
men tro'a"iiiing Morgentbau how be teela about thia? 

llr• ~~ lo. And in rour own J~nt, 
fro• tiM t~, aoing auoh th1nga •• rou feel roa 
oould properlr 4o an4 auooeaatullr do, I .. atill 
.. iud w1 th the vidon what thia oontrol of oertain 
eaeential mater1ale a1ght .. an among the Demooraoiea 
in giv1~ ue a better baoltground tor a .are ooiUIOn­
.. nee and dee1gnad lt1nd of peaoe. 'rhat' • al.aet an 
in41v14ual reaponae to what I th1nlt ia a verr fine 
and praot1oal outlock on a thing that 11 going to 
taoe ue reaeonablr aoon, but there ia nothing rou 
are 1a1ing that prevent• ue from keepi~ that in 
•ind without endangering i._41ate obJaot1vea. 

JW.Jr: It rou tallt it over with Lord Lothian, 
I feel aure he w111 agree with what I a• earing. 

Mr. brvie: Yea. I agree, 81r. 

!W.Jr: low there h one thing I would 111te 
to clear up with rou and I would l .11te to llave rour 
help. u rou ltnow, we trr to Jteep traolt• of the pur­
ohaaea and aoner rou apend, eto. 

ll:r. P!&ry1a: ~i te. 

!W.Jr: 'rbere ie a 41aorepanor of t2oo,ooo,ooo 
wh1oh we oan1 t exPl&in. 

Mr· Purvial Quite a dseable aua. 

Jll...,lr: AD4 th1e will intereat rou, we are 
euapioi"iiiiilt ldeht be flight of unreg1atere4 oapital. 

lr• rume~ ell, real 

!W .irs WbloJl JOU would be 1ntereate4 1a. 

•• hry1fl laturallJ'o 

W.ir: !blrlfore, 1f JOU oould pt bold ot 
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Pinsent and l.!r. Ooohran and Harry Wh1 te and have 
a meeting and we will show you our figurea and 
then if you would make a check. 

Mr. PurYis: Yes. 

~r: But there is a defi nite discrepancy 
of $200, ,000 in money from England here. In 
other words , we have $200, 0000000 more than you ac­
count for. We think it is flight of oaoital which 
is qui t e a leakage. - ' 

Mr. Purvis: You bet it is. 

IG( ,Jr: So i f you would, and Cochran will ar­
range i t. 

Wr. Purvis: Certainly, I will be delighted 
to. 

IG( ,Jr: You get Mr . Cochran, Harry Wh1te and 
Mr. Pinsent , s it down and we will put our cards on 
the table. 

Mr. Purvis: we w111 put what we have and get 
such other ones aa we need. 

I:D( ,Jr: The only e XJ)lanation i s possi ble flight 
of unregi st ered capital . 

Mr. Purvis : Yes. That would be, of course, 
of ~eat interest to us and I would b e delighted to 
follow it t hrough t o a point where we ge~aomewQere . 
If day a fte r tomorrow will suit you (Cochran) , I t h ink 
I will have to be down tomorrow. I woul d like t o go 
back tonight . 

llr. Cochran: You tell us t he hour. 

Jlr. Purvis: Thank you nry much. I would 
l i ke very IIUoh t o do that. Incidentally , they have 
been sending a good deal more information on that 
line and perhaps we have figures that don't match. 

HI( ,Jr : I think Gifford would be interested 
in this too. 
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Ill"• Pury111 TII"J auoh !Oo TII"J maoh !Oo 

too. 
W.Jra You ld.ght nnt to bring h1a 4on 

I think ha would J!• Pu~ TIEJ' goodl 
tnJoJ' oppo t7. 

W.Jra Beoaute he 111ght han an angle on it. 

Mr. Purviea Yea. Very valuable. 

W.Jr: 'lhat do you (Coohran) th1nkf 

Mr. Cochran: I don't t h1nk 1t ie nect8eary, 
because ar. tJitrord hae a pretty good lohtdule there 
n ow. 

Mr. PurTle: Azqway, we wUl leave h1• unt1l 
after tbi riret .. eting ie over. 

HK.Jr: All r1ght . 

Mr. Purvis: J'1ne. He1 e in Ha~1h1re HoUle 
too. 

W • .Trl low, atroran. 

Mr. P.ff'll Pleven and Jaoquin arrtnd y .. -
ter48J' and e arrind the weekend froa Otta ... , 
wanting very 11110h t o oall on ycu, but not llk1ng to 
come 1D ahead of tbe other•· Plenn arrind la1t 
n1ght for a theM u .. in Waeh1ngton and equally 
felle that be can't oall before Self gets 4olm hire. 
I tbink tbly oro11td their wire! btoauH we eXJ)toted 
Plena to cOM oft tbl bpat and up to In YoK and 
OOM to ~ hOUM w1 tb Self and JaoquiD and Blooh­
Lai~ at 10130. 'IMD WI 10t tbert, Plt.et~ -· 
ai .. ing. Self 11 ni"J &nxlOU! to pay hh retpeott. 
He 1t ODe of tbe !lnlOI' •IIbert 1D the Alr 111Jl1tti"J. 
A o1T11 1tnaat an4 1 tblak, 1t I _, fP!Ik permp. 

Jlltt & IIOODCl Oft tM reeorcl-• • • 

(.111 ClbnDDQ' !tapped taJt1ng DOW! bert. ) 
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IDI.Jr: II ba tba IIIDII:Ier one oh'1l eeM'ant 
in the nr 111n1etrr' 

llr. PuM'h: He ... in obarge of t!».t part 
in Harington, tbi production end. 

Hll,Jr: Ie he an engineer? 

llr. PuM'~: I don1 t tbinlt he'e a teohnioal 
engineer. Heinge with him Coamodore Balter, who 
111 the teohn1oal head and hie intention 11 to take 
charge of production and we work in there, Blooa and 
hie crowd, on the industrial aide to eee that the 
American industrial m1eeion 18 properly repreeented. 

IDI 1Jr: Wmn are theee gentlemen golng to be 
in the same place at the e&M time' 

llr. PurTle: Now, that ie the whole point. 
I think whit Pie,.n would like to do, and Self put a 
himself entirely at your dlsooeition , what Ple•ea;~ld 
like to do ie run up thie afternoon to New York. Re1e 
..a1 ting to hear, Be would like t o run ~ to New Yon. 
Either on Friday, or llonday or ,.ueeda7 he would oo• .... 

IDI.Jr: I wou~d like to do it - I wowd like to 
han tbia down here 'l'hureda7 afternoon. 

llr. Pury!e: All right. ,.hey will be here 'rbare­
day atterno011. What t1• will eui t you? 

Hll
1
Jr: !'hree o 1 oloolt. 

llr. PuM'11: I will arrange it. It' 1 up to 
thea to oome. 

g.Jr: YOI.& oo- too. 

llr. ~11 ,.bat will be Plenn, Jacquin, Self. 
Balter doee ii()&l'l'ln until ~ after tcw&eow. 

~Jr: Don't uke lt enUrel;r eoolal. 
get down o buelne ... 

Let11 
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Kr. Puni& Let' s get down to caees. 'l'bat, 
I thinlt, le 1dii lf, who baa been waiting nr:r pa­
tie~l:r for people who insist on getting on clippers 
instead of boats - - fro• the u .. he left his office 
until be arriTed in Otta•, leu than 1enn da;re 
whereas the fellows who c ... b7 boat han taken a 
longer ti11e t o get here -- I think what Self would 
like to do is eit down with PleYen and get to oases 
before ~hey see rou. You see, what they talk to 
you will be. really ••••• 

HK ,Jr: If the:r han a week , they will take 
a week. if the:r haTe :56 hours, they will talte :56 
houre. 

Kr. Purrlst 'l'he:r can do it in :56 hours. I 
shall go baolt tonight. 

fQl,Jr: You know how t hose things are. 

Kr. Purv11: It I can get awa:r tonight, we 
w111 eit aii d&i tomorrow and oome down perteotly 
well. 

Hll,Jr: HaTe :rou an:r inkling? 

!!§· Punie: 811ghtl:r reduced. 'l'bere has 
been no oint .. eting and I baTe not beard the French 
end at all.. Sl1ghtl:r reduced progru which •1ght per-
haps ease the s1 tuat ion in regard to the burden on the 
machine tool•end. 'l'endenc:r to tr:r and 1eek tor the 
typee of engines that will least disturb the machine 
tool market. '!'bat approach, reall:r the approach that 
will recognize production d1fficultiel and endeaTor to 
OTeroo.. it. 

BK
1
Jr: 'l'hat 1ounda intelligent. 

Mr. ~l: Self is intelligent. H•'• a 
ourioua ioo!il ird, but I think Self 1a reall:r an 
intelligent fellow. 

Hll Jr: Do :rou know wtlat proportion bo•bera 
or pursuit pl&Dee' 
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llr. ~~~ •ort Pld'tu1t pl.&Mt. It lt 
~ tow f1gbttrt an4 ~ rro. boeera, bt-

CDaUI! u look• u lf u 11 golns to bt tbt tblns • . 

11M • .rrz llol'e pur!Ul tat 

llr. ~~ •ort pur.W.ta and lt11 bo•btr a. 
That ae•••<> the reoent ezperlenoe. low, I 
say that wltb tbt rtetnatlOD that tbt I'Nnob b&Yt 
not bad a b&ok at tb11 elnot Stlf left and PleYtn 
was ln Parle and London fOUl' da71 atttr 8t;Lf -­
t hle 11 Stlf'• rtfitotlon, beoauae I haft just attn 
Ple"n for exaotl7 ten aeoondt, Just abaking banda 
w1 t h bla when I got ln bert. 

Hll,Jrz Well, we will see what tbe7 ban. 

llr. ~: I tblnlt pne of the tblnga that 
l ..,reeete ~ 1101t, I tblnk 1t goee baok to 70Ul' 

f lrt t talk on the eubjtot wben PltYen 0&8! ln bert 
when 70u rathtr rt•lndtd bla of the dlffloult1!1 
that arose laat U•e , b&rtng to go baok oontlnual17 
on l)artloulart, tfptt and eo on, I tblnk what 70u 
have aob1tn4 tbtrt 11 we baTe Self and Banker, and 
Pl.e"n and Jaoqula, w1 tb a blgb degree of efftotlft 
authorlt7 -- I tblnk that' 1 tbt pbraae the7 Ulf, 

Hll ,Jrl l!r1Dg tbta all ln. 

llr. PFyie: Balter, I fear, will not bt thert. 

BK.Jrz Boer about Jaoquint 

llr. Puz:rlt: Jaoquln, I tb1nlt 7"• Terl well. 

that 11 about the ploturt fro• tbt Brltltb tn4 
with the rt!!natlon, aa I ..,, that " baYt not tat 
together, but tbt7 ba'f't got O'f'!r tro• tbt Alr lllllle­
tl"7, ln a441 UOD to Balttr, tbrtt otbtr ttohnl'oal ttl-

lowe. lot ODl7 bat u 'f'&lue for thla srograa, blat 
7t~~~r rta1114er bat tnablt4 • to brlDS al)oat toatthllll 
wblob •• Nall7 bto•Snr abtolattl7 flttDtlal, •IM'-71 
a greater a.tentralisatlon of authorlt7 oa the tzltt­
lng OODti"&Ott 1 tb!Neb lDrorMtlOD that _. glftB ,.... 
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b:r tbe airplane people in regard to, tor inetanoe, 
CUrt1ee' OOIIIPla1nt about h11 contract and in reg41'd 
to our n ot order1ng eng1nee direct, ... about ~ 
inaoourate. !bere wae a OOJIIPlaint wbioh the:r 414 
not TOioe to :rou, which I think the:r could haTe, 
and that ie , in ~ opinion, that London •• tr;ring 
to run their ar.a.ent of the plane• t he:r were bu:r-

1ng troll London w1thout Jtnow1ng enough to decide it 
from London and without being w1111ng to truet tM 
men the7 had onr here. 'l'be ettect ot the new v•·o-

gru ie we haTe onr here a eect1on ot t echnical 111n 
who can 11teral17 eettle it w1thout cabl1ng. · 'l'he 
younger technical aen were collling to me almost at 
the1r wit's ende· and terribl:r depreeeed at t he laolt 
ot decision and I t1nall:r used this &I a aeans of 
getting these people OYer here. 

RK Jr: You han to haTe people here on a 
bill ion Aoilare program and a halt a 111.1llion program. 

Mr. PurTle: ITen one hUndred million, :rou 
haTe to haTe I t, but on technical questions ot arma­
ment you haTe to haTe the fellows who han that 
particular knowledge , specialized knowledge. 

RK,Jr: How are you coalng along w1th the 
Hercules contract? 

llr. PurTle: I abost hedtate to tell :rou 
that ~ are bOpetul. I han Ill)' fingers croned. 
I don't see how we can go wrong with t he background 
you haTe now giTen ue, but I w111 bel1eTe that Her­
cules thing when it is signed and eealed, becauee 
the:r haTe been terribl:r tull of feare, genuine fears, 
but if I han enr had tear on a co-ro1al bade 
it •• that. I han not had such a frightened groqp 
ot people •••• 

BII,Jr: Wbat are the7 frigh tened about? 

Mr. ~~~ 'l'be7 are tr1gbtened -- I 
deeoribe I~ bl:r were fl"igbtened beoauae 
1929 the eyet• tbl7 llYed on prond wrong. 
are fl"1ghtene4 we aa7 loee thl •r, and, 1f 

tried to 
that 1n 

'l'hl:r 
we don't 
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we IBf not ~ 0111" 4e'bt•, a4 tbeJ are lha14 of 
the Jew Deal. I f01Ul4 rqMlf 41otat1JIIr to •onnet 
and those fOIU' fear• •tuolt ,..p •• tbe ..In on••• · 
but when it oo•• to negotiating a oontraot -- I 
O&M to Aaerioa originall • u a BriUeber and I han 
leamed aore in rq knowl._. han to J)I'04uoe thing• 
efficiently thaD I e-rer 41d in 111 OOIUltJ.07• I o .. 
here ae a J"UgSed indi-ri4ual11t, but a JOQgged in41Y1d­
ual.11t 11 II01'e ntinot todq than a dodo. 

BII.Jr: Ra-re you •t any aaohine tool people? 

(Laughter. ) 

we. will see eaoh other again .... 
llr. PurT1t: ... 
HI(",Jr: And you bear th1e other qu .. tion •••• 

ilr-. Pur-riel •••• -rery definitely 1n aind. I 
w1U prooeed to tallt with Lord Lothian and aay I han 
a quiet word with you on 'l'hureday ae to the reeulte 
of that? 

a . .rr: a.-ly! 

.,_.,- l'lary181 But I see your point thoroughly. 

Bll.Jr: Surely. 
R1at oo••• to towa. 
for tea • 

And you aight tell 11t1 when 
We will t~a-re h1• up to the houe 

.,_., Pury111 He O&JM last night and I think he 
woUld Hie nry •oh to ba-re an opport1m1ty of aeeing 
you pereonally an4 would aooept an iawltation to go 
there. 

o0D o0o 
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Xaroh 5 , 1940 

REMINDER FOR THE SECRETARY. 

In re United Statu Air M1u1ont to England and 
France. 

General Arnold said the Army's or1g1nal plan waa 
t o send ~ men to France and 4 to England, but they could 
not get the mission idea approved, so switched to the 
Assistant Attache idea, which reduced it to l man to 
France and 2 men to England. The l to France 1s on hit 
way, but the 2 to England have never been cleared by tht 
Bri tiah. 

Admiral Towers waa uncertain how large a a1as1on 
t he Navy would want to send, because of the various Bureaua 
ot the NayY involved. He thought t he last figures he 
heard were 7 men to the two countries . 
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All 1nd1cat.tou polat ~ t.be fact that J'~•• troop• 1D -Q 
China an ••rT elclt of Qe wr b•-• of l one eerrice not onl.7 cna 
eoutb Cbina but oa aort.h Chlaa tron\1. Wbn the J'fiP S. s. Canton Maru 
palled t.hroueh !lone :tone fro• Cantoa to J'epe.n reont17, ebe ba4 oa 
boerd oYer 200 otficen ud aen Pin& to :hrMea to be lllprhoaed for 
1Deubord1aat.1on. 

!beee eol41en an eo recalcl trut that the)' are on tbe ••rp 
of an ope nUJ1i1, hence Pr1Dce Chicbl'bu, )'O'IIIIjler brot.ber of the 
J'apanne eeperor . - eouth to lnnettpte t.be aatter and reetore 
~"" 1t po .. lble. laeh f"llDP are hi~ in Canton, s.atov 8114 
Balnan h l u d. IQcb •1-nh are fcnm4 la the ~ uait 1a 
Canton and •••erel - haft been ••outed '"- t.he7 were fcnm4 
to hen ant.t-war llteraWrl. 
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In J'IIPU 55 pereou were l'J'reeted for anti-war eentl•nt, laolll&­
lne Depcbl, 10 8114 'fakald, 67. lllr.ll;1 people etlll do not 'llllderetud 
the a...tnc of .... Order 1a Jaet .Ula1 d .. pue Pr.ater Yona1 1 e 
threat to paaleh IIICb •etup1d1 pereou. · 
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STATDIWT BY S!*'l'a! HARRf r . B!RD, (I>EUOCRAT, VIRODliA) FOR UORllnlO PAPERS or WliDN'ESDAY, IIARCH 6, 1940, 

With reapeot to the aue.seat10o ot certain Sella tore that the balance 1m the 
generel tund ot the Treasury, known e.e the work ina caab balance, be uaed an ottaet 
ror new appropriationa, it should be underotood that under the Budget submitted by 
the President , this workl.n& balance will be reducod by $l,Ul ,0001000 on 1uly 1 
next . In other words , the present workina balance will be reduced by this amount 
In order to pay current appropriations. 

In addition, it Ia proposed t o recover in the next fiscal year'tron the eo­
called govel'lllllent corporations the swa or 0'700 ,000 ,000 t o be placed into the 
generel Treaaury. 

These two devices are tor the purpose ot avoid!~ action by Congress at this 
aeasi~n to increase t be present debt li=it of 345,000,000 1000, EYen with such 
transfers unless appropriations as submi tted in the Budget are reduced by about . $400,000,000, then additional taxes t o this ~~~:~ount will still be neeesasry, a o 
t oot the expenditures will not exceed the present debt limit within the next 
appropriation year. 

This reduction aa proposed in tbe ge.nerel tund balance will leave tbe 
smallest balance in many years end oould not be turther reduced , Any ettort t~ 
pay ne'll appropriations by any turthar reduction in tbe workina balance would n.ot 
be possible , Let us not fool ourselves , The only eltet•netive, if Congress duiree 
to inereaae approprie. tions, 1a either to i.acrease taxes or increaae the legal 

debt 11m! t . This shOuld be understood in lillY diocusaion ot this oubject. 
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-·-FEDERAL AEB!Rft'8¥8TI:N 
......... ,OM 

llarcb 6, 1940. 

111 deer ReJUT: 

Aa I told you in our hlepbou connreation on JloDdll)', 
I telt thet I should not let our dhcll.laion ot the Laaaar corre­
spondence end W1 thout a tvrther ettort to correct your i.llpres­
aio.n ot the -tier as retlected in your letter ot J'ebl'UII.r7 29th. 
'l'be beat ....,. to do this, it •- to ••· 18 to repeat, t1rst , 
exactly whet Jtr. Lasser aaked .. and, second, whet I aa1d in re­
ply, because I balleTs that your t.preeaion as to this correspond­
ence IIUBt baTe been baaed on what -eone else told you about 1t. 

In Jtr. Lasser's letter to •• be stated (a) that be bad 
been 1ntomed that there are oonaidareble resources aT&ilable to 
the Aa!D1atrat1on todll)' without turtber lesislat1Ta authority 
which could be used tor 11aet1Ds current e:z:pen41tures w1 thout 1n­
areaa1ns the debt limit or without turther taxation; (b) that 
amons these tunde are a $2,000,000,000 atabilization tund, 
tl,OOO,OOO,OOO power to issue silTer certiticatee, and tl,ro:l,OOC\000 
exceaa in the Treasury's 110rlc1Ds balance oTar norll&l requir•enta, 
totel1Ds k,500,000,000; (c) that thU U,1500,000,000 1e baaed on 
the Treaaury•e 110rlc1ns balance ot about tl,800,000,000, the uaue1 
practice beins to .Untain a worlc1Ds balance ot about $250,000,000; 
and (d) that this k,500, 000,000 1e in addition to the power to 
ieaue t3 , 000,000,000 ot additional ourreney not speci~ beclced 
by gold or aUTar. He t hen ealced ... ttrst, whether these tisarea 
were correct; second, whether to -:r lalowladsa there ware addiiiOMl 
tunda that could be used tor .. et1Ds currant a%p8Ddituree ot the 
Gonrm.ent without tvrther 1881alet1n autllority or wit.bout 1noreaa-
1DS the debt 11111t and, last, -:r T1ewpo1nt aa to the econ.-ic 
etteota ot 11.11ns such tlJnda tor 1Dcrea•1Ds work and ooll8Wiin8 power 
in the hands ot the low-iDeo•• srovps. 

'l'bese are the quest1ona which were betore •• when I an­
nered hie letter and I replied in tour br1et paresrepbe. J'irst , I 
quoted the lansuas• ot the Gold R88erT8 Act which states the purposes 
tor which the stabilization tuad ia aT&llable tor 8%p&Dditure, and 
ateted that I waa adTiaed that it would require 1881alat1on to apply 
the tuD4 t o -t current e:z:penditurea. Second, I stated that aa to 
e11Ter I waa intomed that approxillataly tl,l500,000,000 would be 
&T&ilable by 110nat1z1D& the d.ittercoe betw- what bad been paid by 

Regraded Uclassified



.. 
- 8-

the Treasury tor the allnr and the ottioial pri ce ot $1.29 and 
that this would not r equire legislation. Third , I told tu. that 
the Tree.aury ' s worlclng balance wee epprox1Mtel7 tl, 600, 000, 000, 
that tentative eatt.atas ot our stati stical division indiaated 
that w1 thout new financing the balance would not tall to lese 
than $1,000,000,000 at the and ot the present tisoal year, and 
aigbt be S010ewhat *lre than that it &alee ot beb7 bonds contin\Uid 
in th.e current volwe, and that I lmderstood that prior to the 
advent ot the present adainiatraUon it wes not oust~ to keep 
working balances in excess ot $250,000,000 or $300, 000,000. I 
oonti:med his stataaant that there is unused authority under the 
Thomas Amend:ltent which provides that up to t3,ooo,ooo,ooo ot 
currency aay be iasued, but stated that it aight be issued onl7 
tor the purpose ot meeting -turing Federal obligations. Finall7, 
in the last paragraph ot Jay latter, in response t o hie question 
regarding the econoaio etteets ot using aueh tunds tor increes1.ng 
work and conetaer b\Q'lng power, I eta ted that the Govern.ent 
could expend onl7 what Congress authorizes and appropriates and 
to the extent that these tunds were uaed to •eet such expenditures 
it would avoid an increase in t he public debt but consllller buying 
power in the banda ot the low-inco•e groupe would not be inoreesad 
thereby unless increased expenditures were voted bT Congress . 

The foregoing 1e all that there wee to the correspondence. 
You say that Mr. Laaaer•a letter did not give you the " t.pression 
that he wes in search ot tact a• . But, as I said to 70u betore, I 
u not acquainted w1 th 11r. Lasser an.d it did not occur to u to 
auapect or quesUon his 110Uvea. His latter - in in the ualBl. 
course, wes reterred to tha etatt and a dre.tt ot a r eply prepared 
on a tactual basis, as is ouat~ i .n the case ot such correspond­
ence. It so happ.,e that I took special care to see that ., rep!T 
was purel7 tactml and oontaine<l. no expression ot opinion whatso­
ever on ay pert regarding · -tiers ot budget and tlacel policy" or 
regardl ng "ways in which the President ' s tiaoal policy could be t.­
provad". However, I would have been doing juat that it, as your 
latter suggest s , I had •attaapted to explain the pr esent juatitioa­
tion tor a larger worlclng balance•. 

It is pertect17 true, as 70U 118iJ, that the 1111tters to 
which Mr. Lasser ' s letter related did not "tall within t he sole 
jurisdiction ot the Board ot CoTernore•. On the other hand , thq 
do not tall wboll7 outeide the t1el4 ot ., reepona1b1lit1es as 
Chail'III8D or the Board ot Governors and , inoidentall7, sa a -ber 
ot the Fieoal and Monet&rT C~ttee. Conaequentl7, I felt that 
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when Mr. Lasser addressed hie inquiry to ., in IQ' capacity ae 
Chairman of tbe Boar d ot Governors be was justified in expect­
ing tram me, as a public official, direct answers to his 
questi ons. That 1a a courtesy tbat we endeaYOr to accord to 
J1W1Y inquiries tr<a indi rtdu.als whose interest in these 1118tters 
is frequently lese aubatantial than that or the National President 
of the Workers Alliance of ~rica. 

In the circUIUtGilcea , I would not bave felt justified 1n 
asking llr. Lasser to read the President's budget message to obtain 
the information which ha requested inst ead of girtng him direct 
e.nlll'lers . In tact, 1t would have been quite difficult for him to 
find tbe answers that way . As for your statement to the prees t hat 
I should read tbe budget , I am sure t bat you did not think that I 
needed to be informed aa to ita contents nor that you expected the 
praas to think so. You say tbat I bad an opportunity from about 
February 6 to February 2~ t o give you t be facta. It never occurred 
to me that you conld poaaibly have the least interes t in a factual 
reply to a routine letter. I bad no way or knowing that you were 
i n any way concerned about t he liiBtter until I saw your CQ!Im!ent in 
t he press . As for t he coauent itself, it would have been possible 
for you to have said simply tbet you bad not aeen the correspond­
ence. I think you assumed, as your comment indicated, that the 
rect a were quite different from whet they actually are . 

Possibly you will recall that when I was requested to 
appear before the Senate Special 001111111 ttee to investigate un81l­
plo111lent end relief in 1enuary 1938 I did -r beat to avoid it but 
was told by tbe Cbainlllll of tbe COIIIIli ttee not only that if I did 
not appear voluntarily he ...,uld issue a subpoena but that if I 
was not prepared to tes tify I should not be occupying IIY present 
office. I 8lll conrtnced that it would have been exceedingly 
difficult, if not impossible, t or me to justify the avoidance of 
a direct and simple answer ,to each of Mr. Laeaer ' a questions . 

As I · have said before, I intend always to cooperate 
witb you as tully an possible , end I have undertaken to go into 
this 111atter tully and tranll:.ly with that end in view. f 

~--~~~cerely yours, 

Honorable Henry Korgentbau, 1r., 
Secretary ot the Treasury , 
llubington, D. C. 
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nolla .&Mr1oaD •buq • Jl1o de Ja~~e1ro 

IO.a IMa 

DA'fla Jlaroh e. 1940, 1 p.a. 

~terenoe 1e llade to the Departaent 1 e no. M ot 

Karch 15. 

I han llade arrangeaente t or the aatter to be 

held open all ot t oda7. 
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PABAPBRASI or SLIGRAM R:&OEIVID 

J'ROK& Amerioan !llbaur, Rio de Janeiro 

10.: 90 

DAD: Xaroh 8, 1940 

Reterenoe ie made to mr oonvereation With rete. 

When I explained to Aranba what had ooourred in 

305 

the Department regarding Grade IV, he eaid that although 

he muoh pretere not to do eo, he il Y1111ng, ae a turther 

demonstration ot hie •extreme good ¥111 1 , to again reduoe 

the Br1 t1eh and rrenoh held Grade IV, tirst year, troa 

~6 peroent to 40 peroent it thie ie the Department '• 

desire , no matter What is said or dons by the rrenoh. 

O.AJ"J'ERr 

~ 
I 

U.&D 
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Pl'Oe In York, In York, llaroh e, le40 

Honorable 

A. A. Berle, Jr., 

1fuh1ngton. 

In order to &'9014 &n7 a1.underat&Dd1ng pleaae 

telegr~ !ext of Bra~tltan otter to which fOUl' 

telegraJII of laat night ratera. 

J"lWi OI I WHI 'rl 

OOP'IaUID 
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JT NEW YORK 

REo 1d March 6, 1940 

5 :46 p. m. 

THE HONORABLE 

A,A , BERLE, JR, , 

ASSISTANT SECRETARY OF STATE, 

WASHINGTON, D, C, 

307 

Council bas reconsidErEd Bra£ilian offer i n thE light 

of your tElEgram of March fifth and particularly in viEw of 

DEpartmmt 1s bEliEf that it has obtainEd th£ bEat offer 

poss i blE and is constrainEd in bondholders ' intErest to rE­

affirm action prEviously takEn. 

Council's stBtEmEnt to bE published whEn offer is made, 

assumi ng that offer, text of which wE havE not yet rECEivEd, 

ia as wt undErstand it from Dtpartmmt'a verbal statEments, 

is as follows : 

"Without passing in any way on thE mErits of thE Bra­

zilian proposal, which was not nEgotiatEd by it, thE Coua~l 

limits its commEnt on thE proposal of thE Bra£ilian GoVErn­

mEnt rECEiVEd through thE DEpartmmt of Statr to thE remark 

that pursuant to o onsul tat1oo w1 th thE DEpartment of :St;at;IE;.-J.. 

negoti ations at prurnt would sEEm to hold no favorablE 

prospEct of obtaining Bny bEttEr offEr. ThE Council muat 

lEavE to bondholdErs to dEtErminE whEther or not thEy will 

accept 
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-2- ,.. to Mr. 811'11 

aocrpt what la now ottlr14•• 

It 11 tul'thn wa41ratoo4· tbat tb1 offll' wlll 41 olou 

to thr bondhol4rra thE wboll ploturr 1noludlns 1ftJ r~petl"la­

tlm or banda and that aboul4 tturr br -odltloatlona of tbl 

prtemt otrrr thE Counoll rrerr•r• tbr rlgbt t o rr.ttw thE 

slt uatlon ann wlth tull libErty of aotl<11 with rupcot 

tht r Eto . Thr Oounoll baa lrarnr4 of thE obangr 1111d1 b:r tbl 

Bru1llan GovEI'na mt 1n GradE IV llnor rq talkl 1D Wub1ngton 

on lion~ and 1D aplrlt of ooop1ratla:1 will not altEr lta 

polltlon on aooount or tb1a 110d1t1oatlon, but I rrprat 

r utr•u thE right to do eo lhould thl:rE bl turthrr cbansu. 

NPL 

PIWIOIB WHITE 
Pl'u1dmt 

I f 
~ 

' -
• .... 

• 
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lUO Dl JADDO 

n. Ocnmcll !lae telecrtJhi h U1a ~-' \I» followbc o-* oa 

thAI poaalbl• Bru111M Ubt otf1r1 

~on Ocnmcll1 a a t at••• to 'II• pallliabacl wbaD offer ia ..U, ua 'AC 

tbat offer, text of 11bicb we btn ut 1ft rece1Tid, 1a u w UD4•ra~ 1t 

froa IlipartMilt t a Ter'bal atateMilh, u follona 

309 

IDD ~ Vithou paaaiac 1A .., ._, oa tl» •rita of tl» Bruiliu 

propoaal., which wu 110t ll*COtiah4 '117 it, tl» Coucil liaih ih co-t Oil 

the propoaal. of thi Brulliu GoTu-nt rec•1n4 tbro-acll tM Depart-= of 

Stat• h \I» r.ut: tbd pa.re.at to couultaUOil with th• ~- of 1'-h 

ugotiaUoaa at pre .. llt w0Ql4 •- to bolt ao faTOra'llle pre~ of o'llwS.tac 

aq better offer. 1'bi Ccnmcil -.at lean to 'llollol.bolura to 41tera1M wbltl»r 

or 110\ tllq will aocip\ 11bat 1a llOW offere4. liD IDD tJUR. 

cp:l!l U 11 tvthir 11114araho4 \bit tl» offer vlll 4hcle•• \e tl» 'IIOIIL­

holtara tbi whole pict'IU'I 1D011141Dc uq repatriaUoll of 'lloo41 11114 tbtt IMuld 

tbare ba aocUficaUou of tl» pre-\ off•r \hi Coa1101l n.-• \bt ~ to 

rniev tl» a1naUoa- with Nlli'ller\7 ef acUOil witll r .. pee\ tl»reto. 

llllll'aD 

IIILL 
(D') 
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fM JoaoN~ 

haach llaih, 

hlr•lell bCbo14c'• ProteoUn Coac11, IDe., 

90 koa4 fti'M\, 

Wn tOI'k, Ww York, 

!be ,_ of 4eb\ •""'ic• ooat-..laU4 to 'be propo .. 4 

b;r the -.siUu ~-at ~o oonr a perlo4 of fov :rear• 

which haTe bMa trwuai\\M \hro'Q&b th• llllllbe••:r at Rio aa4 

which han bMa 'llll4ar 4hoa .. loa wl\h the 0011DC1l are ae 

follona 

(Percmac .. of ""lc• prort4e4 for the laet ;rear 

of iU eo-oa11•4 .u-11& pla of 1934) 

lllhr .. t - 50 peront: aaorUaUoa - II() per on\ 

ia each of the aut fow ,.are. 

Qra4e II Iahre.t- 50 percat: -u•U•- II() peront 

iD. e&Gll of the Mz\ fcrar ,.are. 

Qra4e Ill 50 per-t 1a each ?f tile Mz\ fov JMr•• 

Qra4e rr ~ peront flr•t ;rear. 50 peront fo'lll'th .,.a:r. 

It h ao\ ntlrel;r ol..r ..mether la tile .. ooa4 

aa4 th1ri JMr• tu pero•Dtace h to ~la at 

115 pnoat or to ~. 
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lnUe Y, llo pe.....n, ~1 peroeai, ~3 perMai, all& 
n, nx, 
u& n~x 50 .. -, &ui~~& t11a flni, ....... Ua1r& 

all& f-.r&h JMfto NapMUn~. 

!U Bruillaa -.._.., wCIIIU. raeene \be rlpi, 

Wlll.er 111111bare4 paftCI'I!Pil els of .t.ruo~ I of \be eo oen e4 

.t.r&ha plaa of 193~. ao :p~i\ e441Uoaal eaouh ot ta.aole 

lA&o yuobaeee of lloll4a oa \be aftlei, Ii llu Mea 

eieie4 eeperaie~ \U.i \be Gonr.n\ ot BraaU wCIIll4 

be prepareA &o UYclie 1a We -r $10,000,000-

\be fa~U ;rw.n io \be pvollue flf 4o1lar boa4eo 

All \!Ieee ieru are of OO'CU'ee e\rloi~ oolllf14n\lal, 

' 

BDU. (.u:a) 
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a w TREASURY DEPARTMENT 
MOCURIMDn' DWWIQN 

WASHINGTON 

312 

Tha preamt oapuit;J ot the .U., plazat at PioatimQ' Ara-1 ot the -=tu­
tura ot uolcala .. powoler h 10,000 poaDdA a cia¥ with the aiatiJic NOGYW7 
oquipact, Thia oapuit;J 1a llei.Dc -r>l"J'ad to the a&S.. em ovrct ordara. 
the PioatimQ' Aracal oan pro<tQoa DO -ra lllltU a44it1~ aol'Yct aqu.l,._t 
1a l.n.atalla4. It 1a antioipata4 that the iutallaticm ot auoh equ.l.-t will 
be o.-plata4 in the tall ot Uto Ul4 that the oapaoity the will lie 11,000 
poW1da .,.r ~· !baratora, it appean that the PioatimQ' J.ncal 1a alraaq 
operatblf; at tull oapaoit;Je 

CoDC erniJic the proour-t ot powoler rr- .._,..,ial aouroaa, 1,800,000 pounA• 
are eat add• tor -.. ra .. rn. Ot thia quantity 600, 000 poaDdA ot tu oapuit;J 
of •r reaarn bulk powoler -. raoat}T oDDoa4a4 to the GoY.. mt ot 1"1111UI4, 
leniDc a nat aT&ila'bla oapuit;J ot powoler in thia oataco17 ot 1,~,000 po11114ae 

In a •-ran41a t o the~ ot the Praaid.t'a J.1a1aon CoaaaittM tr<a the 
.lotiDc Saorat&17 ot War aDder data ot Pa'bna17 ze, lito, it 1a atata4 that the 
Wa.r Dapart;.ct doaa not daaira to ralaua U17 ot thia r '•'nc 1,~,000 ,_,., 
but tut 1t it 1a daaira4 117 the Praaid.t tbat the Jritiah aonr-t u.ld 
be aoo._...atod it h llelina4 that the ralaua ahM&ld 'be Ual.ta4 to tM 

1, 200,000 poDDda 'bailie -r&otura4 tor-.. raaal't'a b7 the lloaroalaa ~ 
Ccoopu~;Te 
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FOR TREASURY PROM BUT'l'ERWORTH , 

313 

ThE wEaknEss of stErli ng i n thE unoffi ci al markEt 

in NEw York is bEing publicly attri butEd hErE to thE 

prosprctivE mEasurEs rEportEd i n my 432, FEbruary 21, 

5 p , m. , hints of which have rEcEntly apptarEd 1n thE 

prESs as a rtsult of thE cCI'Isultati ons which t hE British 

TrEasury has f ound it nEcEssary to havE with thE affEctEd 

producEr intErEsts , It i s an optn sEcrEt that thE Bank 

\

of England plans to bring thrst rEgulations into forcE 

at thE End of thi s wEEk. ThE Eff Ect of thESE mEasurEs 

in transfErring a substantial amount o f thE d~~ for - -
stErling from thE frEE t o thE offici a l markEt i s rEin­

forcEd by thE arrangEmEnts bEtwEEn thE REsErvE Bank of 

Indi a and thE Bank of England whErEby banks in London 

havE bEEn i ns tructEd t o i nsi st that thE 11ttrl1ng bE 

acquirEd through offi cial ohanntls i n paymEnt for many 

ot tht important Indian E~orta prEviously financtd i n 
stEr l i ng. 
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stErling. L1ktwiaE purohaa t r e of rupEEs outei dE tht 

attrling block (and in oountri ta wboa t currcncita art 

not officially 91oted by the Bank ot England) IIWit malu 

paymtnt in dollars, belgaa, gu1ldere, Dutch Eut Indira 

guildtra or Sw1aa franca , 

314 

Although thE Briti sh Treasury waa at thE timE annoytd 

that knowlEdgE or its plans should havE tound ita way in­

to thE prtse, thE tact that tht ntws was broken to tht 

markEt in this way may tcnd to lEastn tht ruction . 

NEvtrthtlEse if thE supply of unofficial stErling con­

tinuEs availablE in und1minishtd amount thE ratE muat 

dtprtciatt with ltsstntd dEmand , 1ih11E tlx amount of 

.fcrtign balanota still rEmBJ.ning in London is- doubtlue 

not much grEatEr than opEration ntEdS rEqUirE thE.rt art 

considErablE holdings by .fortigntrs of British stcuritits 

and it rEmains to bt SEEn whEthEr a wobbly polllld ptrbapa 

wtakcntd by aomt particular war dtvtlopmmt would not 

product aomt t\lrthtr tl1gbt of forEign capital. 

ThEBE txchangt control musurts also havt significance 

in ttrma of tht txport tradE 1 n that 'llhilt unofficial 

stErling Will not bE availablE tor thE mort important 

EmpirE arta raw matErials it will still bt ava1lablt for 

-
tht numtroue British manufacturEd pr Mnots which could - . 
bE purchasEd at tht going but no doubt prtttrtnt1al ratt, 

2. 
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2 , With rEfErEncE to thE final amtEncE of my No, 

482 of FEbruary 28th, a Whi tE PapEr issuEd today by thE 

Export Council, (thE appointmmt of which was rEportEd 

in my No , 304 of FEbruary 2nd) indicatEs that thE 

initiativE for thE Expansion of Exports i s for thE 

timE bdng to rEmai n with manufacturErs and tradErs , 

who arE urgEd to organizE thEmsElvEs into industry groups 

"so as to makE i t possiblE for thEm to work with thE 

Export Council in sEcuring thE nEcEssary adjustmEnts in 

thE war-timE machinEry of tradE and so as to profit 

EffEctivEly from thE dirEction, guidancE and support 

which thE GovErnmEnt arE rEady to givE ," Th£ Council 

ExprEss con1'idmcE that in prEsEnt intErnal and EXtErnal 

circumstancEs a substantial i ncrEasE in Exports can thus 

bE achiEVEd, NEVErthElESS thE rEport addS "should 

EXcEptional circumstancEs arisE 1n parti cular tradEs or 

ovEr thE wholE 1'iEld thE Council placE no limit to thE 

EXpEdiEnts thEy would bE preparEd to considEr , " 

ThE Council bas alrEady opEnEd discussions with a 

largE numbEr of industriEs, and will losE no tim£ i n 

ExtEnding this acti on , MEanwhilE i t invitEs EXportErs 

to prEparE thEmsElvEs for consultation . SomE of thE 

industriEs which appear to havE rormulatEd plans and 

allocatEd rEducEd amounts of thEir output to thE homE 

mark~t arE l i n En , wool tExtilEs, and thE rayon i ndustry, 

ThE 
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ThE Council point out that wbtn omaUJDtra t1nd that tbry 

cannot buy all thEy nrcd of prr-war quantitiEs and 

qualities of ltaa nEcEssary goods, thEy can contributE 
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to thE war tffort by putting up with reducEd consUJDption. 

TherE arE actual shortagEs or akillrd labor in a nUJDbEr -of industriEs including not only EnginEEring, shipbuilding, 

ct cEtEra, but such industriEs as cotton tExtilEs, wool, 

Et c ttEra , WhErE th£ BE ahortagu Exia t labor is oftEn 

bi d for at i ncrEas ing wagEs, and E xportEra with c ontrao ta 

arE in somE casEs facEd with losSEs. It is of int Ernt 

that thE Chairman of thE Bradford Dytra Association a fEW 

, days ag~ strongly advocatEd Export subsi diEs, ThE coat 

problEm is thErEforE bEginni ng to show i tsElf and call 

for EXpEdiEnts bEyond thE mErE "dirEction, guidancE and 

support" which thE Export Council bEliEVE will substan­

tially incrEasE British rxporta. 
JOHNSON 

HPD 
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FOR TREASURY FROII B11l'T£RWORTH, 

1 , KEynEs schEmE on "how to pay !or thE war" was 

tff'EotivEly put on ioE by thE Chanctllor of thE ExchEquEr's 

answEr in thE HoUIIE or Commons to tht following QUEStion : 

"WhEthEr thE incrEasEd volumt in national incomE and 

wagEs is promptEd only bEcausE of an incrEaSE in thE 

gEnEral cost or living and whEthEr hE will givE an undEr• 

taking that no sohEDlE will bE introducEd which would 

dEpPivE thE individual, aftEr thE orthodox claims or 

dirEct and indirEct taxation havE bEEn mEt, of thE full 

USE of Eamings?" SiiDOn rEpl1Ed l "ThE rElation bEtWEEn 

variations in national i ncoiDE and varia tiona i n thE cost 

of living is too coiDplEx a mttEr to bE dEalt with 

adEquatEly i n rrply to a quEstion . As rEgards thE sEcond 

part o.t' thE quut1on, thE GovEmllllnt arE confidEnt that 

thtir apptal tba t nrryonE should aavt and lEnd to thr 

atatr 
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h8m -2- Jlo. 566, Maroh 6, tro. Lon4clll 

statE aa much aa possiblE or thEir nEt inco~ will 

continuE to mE Et with a rEsponsE commEnsuratE with our 

grut md unprtctdmtEd n uda . So lone; as th1a 1a thE 

cast thE quution of i ntroducing schtmu such aa thou 

rtfErrEd to i n thE sEcond part or thE quut1on is ~us 

urgtnt . But clEar ly I cannot at th1a stagE givE any 

f i nal undErtakings as to how thE war will bE financEd 

throughout ita dura t1on ." 

2 . Although thE gilt- EdgEd markEt closEd about 3/• 

of a point btlow thE unofficial hi ghs or last ni ght thE 

city Exptctll thE 1.300 million loan to bE a succESS and 

f1nda its tErms accEptablE. Naturally thE ChancEllor of 

thE ExchEquEr ' s statEmEn t has had a vEry good prEss, thE 
• 

only criti c1am coming from thE Labor DAILY HERALD which 

statts t hat "Mr. Kontagu Norman and Sir John Simon havE -
•VPPEti much too nEar thE slippEry alopt of dEar monty 

wi\h thh loan" . ThE moat pErtinEnt collm!ED t comts from 

thE FINANCIAL NEWS which mphaa1zu that thE rtal import• 

anoE of this opEration i s 1n hElpi ng to rEducE thE dangtr 

ot i nflation, that thE quts t1on tor thE 1nv£S tor 1a •not 

mtrtly onE ot rtinv Est ing rtaourcEa at prEsmt lying 

i dlt i n individual bmldng accounts (howtvtr iJDportan t 

• 

it may bt that thESE potEn t ial s ourcn ot spEnding should 

bE dEfinitEly tran~~tcrrrd to t hE GovEmmtnt) but on 

dEUding how much can be as-red troa currEnt r-ur budgtta 

to incrEase tlu: tlow at scnuinE aannga• • 

.JOIDISOJI 
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Present: 

Karch 6 , 1940 

lolr, Chen 
Kr. Sheahan 
1lr. Cochran 
Mrs. llotz 

S 
Kr. Chen: It it is agreeable with you, Ur. 

ecr etary, I will leave Mr. Sheahan with you. 

HK .Jr: WhJ don' t you stay? 

Mr. Chen: All right. Just as you wish. 

Rio! , Jr: Are you lllllking a report which I am 
going to be able to eee? 

lolr. Sheahan: That I was dlecuaeing with 
rnr . Chen. I am ready to make the final report 
ot the first six months of our work, eummari~ing 
our recommendations. 

Hll,Jr: How IIUcb could you give me i n 15 
minutes or the situation as it is. I don't want 
details or the organi.r;ation -- about the a tuft, t he 
p~oblema ret t o be done as you eee it. Let's start 
at that end. What I aa interested in is bere' e all 
t his stutt which is already over there at Ha.lphong. 
How are ther going to 110ve it up and bow are tbe7 
going to take oar, ot their trattio trom now onT 
I would rather start on that end. 

Kr. Sheahan: I think I could eullllllll"lze it 
tor you Terf well brietlr. We have about 39,000 
tone ot U.T.C. treight in Haiphong. 

!pi.Jr; !bat's Universal 'l'radlilgT 

Jlr, Sheahan& ree. 
petroleua products. !bat's 
We are .,nng a bout 100 tons 

ot wblob 8900 tone is 
ot Januarr 12 , thle rear. 
wy1•• per daY OYer a•• 
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roadways that have been opened up ~nd we anticipate 
t hat February 15th, at the latest , the French Rail­
way should have resumed operations and on their in­
creased capacity that has been brought about by trans­
ferring certain equipment, rolling stock and motive 
power from the Chinese railroads that are under con­
s truction in occupied areas we could increase tonnage 
on the French Railway to approxi~~~Ately 24 000 tons 
per month. ' 

HM ,Jr : They never move 1110re than 9, 000. 

Hr. Sheahan: 18,000. 

HU,Jr: 18,000? . Did t hey? 

Hr. Sheahan: or wh1 ch amount, roughly, two­
thirds or 18,666 tons can be Government freight. 

J:D(,Jr: I see. 

Hr. Sheahan: Balance f or the commercial in­
terests i n the interior. 'fe are also a rranging to 
transship approximately 9 to 10,000 tons , the b~ 
of which will be petr oleUIII products and orated trucks 
to Rangoon !or assembly with more exPerienced work­
men, util.izing those trucks to haul the gasoline over 
the Burma route to !Cunming. The BurDa route bas 
been set up on a 24-hour work operating basis that 
will permit movement or 9 , 000 tons per month by thnt 
route by one company. We believe that can be doubled 
wit h safety. We are moving, and have moved, approxi­
mately 10,000 tons per months through the seaports 
that nre allegedly under J apanese contr ol . 

RK,Jr: In or out? 
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Hr. Sheahan: out and in bot h. That1 s Ningpo, 
Iwangchow, Sintai, Uaoao and a point near t he French 
concessi on, Fenghshien. The old opi um scugglers 
route , we have utilized that with human carriers , 
river Junks rail and truck combi nation . So t he 
entire possibili ties there, I believe , will be in 
t he neighborhood ot ~5 ,000 tons per month it tully 
utilized. 
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Ill .Jra 'fo 110n upt 

llr. 8beahaau 'fo IIOYe in or out. 

lll.Jr: What were tbe7 doi~ when rou lent 

llr. 8he•JtR: 1ben I len, the7 were .artDg 
the new truOlie w light loada oYer the hi~ 
that has Just been co11pleted into the interior through 
Oaobong in French-Indo China. We had Juet cOJaPleted 
recovering 9,000 tons of freight that had been 1n the 
interior near lwange1 and in tbe neighborhood of !Ianning. 
We brought that all b&ok to French Indo-China. We loat 
about :590 tone, tbe •Jaritr of which waa buried in 
rivera and properl7 •rlted for later recoverr wben tbe7 
burned the town of Lanobow. 'l'hat recovered freight •••• 

lll.Jr: What «orou ••an •reoo•ered1 ? 

llr. Sheahan: It waa freight. of partiall7 On.~-:-.... 
vereal Trading origin that had been tranuh1pped into 
China, but waa caught between the two linea. 

!Dl,Jr: I aee. 

llr. ~ahan: And accord!~ to preae reparta 
in this counl7 waa oaptured b7 the Japaneae, and, ae 
a lll&tter of fact, n recovered it all. 

!II Jr1 I aee. Bu.t that dou not anawer -­
it' • nrr btereat1ng, but it doea not anenr '1117 
queetion that theae 9,000 tone repreeenee the onl7 
freight which ia ~ving in up to ltunm1ng. 

llr. Sheahan! Mo. '!'hat •• our first con-
dderation, llij)orta and also .. exporta. We .uat re••ber 
what wae mortng into 11111111111 waa negligible wben I len 
due to the breach 1n the railroad in two pointe. What 
we had done waa to qu1okl7 arrange '11'1 th the J'rench 
Ra1lwar autboritiea and their e~1neera to eern the 
route an4 we nnt onr enrr inch aboUt bo81Jiga. 'l'he 
total d•nge in our ~ner waa t7 ,000 to 110, 000. We 
figure it would 'be open b7 the 16th of Pebi'IUI1'7 and, 
barring tur1;her 1nterrupUODI 1 would 1noreaee their 
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traffic to around 24,000 tone per 110nth. 

III~Jr: Let • hitch a 111mate beoauae 
after :rouln1eh I - goi~ to han :r~ talk to 
captain Puleeton. Bow MDJ truoke are there being 
operated on behalf ot the Unhereal Trading Corpor­
ation! 

llr. 8he!b5n: We han about 5,000 trucks in 
~11 availibie ror'U.T.C. cargo. 
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IDI.Jr: But how 1111ch are the:r actuall:r udng T 

llr. She~: ot that aJIOWit, we will eay, I 
will 18:1, aroun ,000. 

lll.Jr: llunn1ng enr:r cSa;rT 

Jlr. S~~n: lot ever:r cSay, but capable of 
operations ae~ supplies arrive. 

IDI.Jr: When you left there, how many truoke 
were runnl~ every cSayT 

llr. 8beah&n: 'l'bat' 1 something I can't answer. 

g.Jr: Were there 100 truokeT 

Jlr, 8hnhtp: lbat we had on the road _. ~.ooo. 

lll.Jr: Row MJ17 are runningt 

Iii ~he~l 'l'tiat' B the group we bad running 
betweenou~et Transportation Corporation and 
our Corporation. We had a shortage of gasoline at 
that u.. out of 5,000 we had ~.ooo in operation. 
low, on U.T.C. freight alone, we had - - aoet of the 
freight con81ete of truoke -- we had !50 a cSa:r go~ out 
over the new road. We loaned • • • • 

•.Jr: low .aoh tt• have :rou gotf 

II£• lh!•b•p: I haft, at :rour oonven1enoe, to4&7 
and toiiOI'I'OWo 
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!Gl,Jr: You have? 

Ur. Sheahan: Yes , air. 

HU,Jr: This is t oo muoh. (Asked t he operator 
t o have Capt nin Puleston come to his of fice . ) I will 
t ell him i n front of you what I want. I will let him 
put you through the ..ringer. I am not getting what I 
want . The best t hlng Ur. Chen and his Government oan 
do is give me the bare facts even though they are not 
very good. See? 

Ur. Sheahan: I would certa1nly,have not at­
tempted to col or this i n any way. I want you to 
know t hat. But under stand, U.T.C. cargo is about 
the least amount of the problem. We still had freight 
to cover from Rangoon and other poi nts. 

HU ,Jr: Beoause the ·figures we have of freight 
out of Haiphong is far in excess of what you say. 

l.!r. Sheahan: That 1 s t rue , but t here is other 
freight there . 
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HU,Jr: Fr om my standpoint , whet her i t ' s U.T. C. 
or A. B. C. , the question is how it ie moving, and I 
don't think it i e moving. The question ie , ie it all 
going into China? You see , we get weekly reports , both 
cable and mail , from various consuls , so I have a litt le 
inkli ng of what ' s going on. What I a i:l tryi ng to do 18 
help t hese people . 

Did you loOk at all i nto the question of move-
ment by river, t he Irrawaddy R1 vert 

llr. Sheahan: Yea. 

HK,Jr: Are they usi ng those fac111t1 es? 

Hr. Sheahan: I n a limited way. 

HM,Jr: I e there a possibility of expanaiont 

Mr. Sheahan: A pouibility it the Burma Rail-
way would cooperat e. 
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HK,Jr: Do they control t he riYer? 

~tri~~~~ 'l'he Burma Ra1lway 1s goYem­
mentally and the company which ooeratee 
on the river is a private corporation and there is 
bitter competition between the two routes. 

HK,Jr: Why can't the Ch1neae Government 
give it to the riYer? 

llr. Sheahan: They can and do, but only i n 
minor part. The reason is the Defense Consul 1n 
Bu~ma aleo ie in control of the rallroad and they 
prefer to uee that part ot Burma 8.nd they han built 
tacili ties tor storage ot suppl1ee along the ra1lwa.y . 

you? 
HK,Jr: You are looking into that too, aren' t 

llr. Chen: Yee. Yea . 

{At this point , Captain Puleaton came ln.) 

!Dol,Jr: Captain, a1 t down a minute. What I 
would like you to do tor ae 1e han llr. Sheahan go 
down to your rooa, and what I would l1ke him to tell 
you ia what the a1tuat1on was when he lett a s to traf­
fic; what ' s goi ng up; where it 111, and the tonnage 
which 1a going into China. I take it everyth1ng la 
Government now, i sn't itt ~o private tonnage going 
in? 

llr. Sheahan: Yea, there ' s printe tonnage . 

Hll.Jr: well, anything that goes into China 
and how It gets 1n. AJ.ao, whtlt part ia aoved b1 
truck, wh1oh a re controlled by the Oovernmen~ IUid 
what oart 1e atlll done by trucks wh1ch are printely 
controlled. I believe there are still truoka which 
trucking coii!Paniee at1ll own. 

Jlr. Sheahan: Very 11a1 ted. 

!II,Jr: I would like to go into t he wbola 
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thing and eee if you can get the picture a1 it wa1 
when he lett there. And he hae h1e own ideae ae 
to the eolution of what 111ght be done, and the point 
which I bm~ght out and we cabled tor, 1e they are not 
using the r1Yer troca Rangoon up, and I haye talked 
with Kr. Chen about that, and I th1nlc we could look 
into that too. I understand Ur. Sheahan has notes. 
I think if you could spend as much time -- he will 
stay hare -- until you pump him dry. 

Ur. Sheahan; Give you all the information 
Ihava. 

fine . 
Captain Puleaton: All right. Tha~ will be 

RK,Jr: All right. 

(At t hla point ;ur. Chen and Mr. Sheahan left 
the Secretary' s office.) 

RK Jr: This fellow, Sheahan, Juet tried to 
give me a iot of bunk and tilled me up with a lot of 
stuff and he waen 1 t talking two mi.nutee when I eaw 
it and I told h1a that I am trying to help Ch1na and 
he gaYe 1111 a lot of stuff about :5500 tone. 'How IIUCh 
are you JDOYing a da1T 1 1 'fe han got ::1,000 trucks. 1 

llade a Y&r"f bad iiiiPreesion on me and I f ound CQ'&elf 
losing ~ teaper , eo I eent tor you, and I told h1m 
I want unvarnished t acte; don't want a lot of bunk. 
Just a waste of time. But he must have stuff and you 
have read everything that has come through from the 
Consuls and all that, and I Just want you to put that 
tallow through the wringer and I don't care how tough 
you are. He looks yellow to me. 

oOo-oOo 
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SUBJI(l!l Pack '1'r&1a !raa~rkUoa ill Cbi•, 

fll8 Bo11oro'blo 
!'he Seora~aq of 8\ah, 

Vaabi.~oa, 

1a cOlUleoUoa vUh \he allon rapon, •h• followiac UOIII'l)\ troa a lo\ter io a 
qace4 ill arkeUIIC peolllllll l.a Chi• llq 'be of iateroe\1 

IIJ'or 70111' 1DtoruUoa, 1000 nloe o&n'71ac wood oil are l•rtac 
lw'o (111D1DC) h4q (lo'brv.al7 15) for lrolaow. ~ are 'boiac eat out '19' 
the rorolea !n4e eo.i8111aa 'IIIlo ~ it will UIDe Jwot 12 4&7• for nloe h 
cat t o llobv troa ~ac. *11• acoor.Uac t o the lllllo ••• it will UIDe ut 
leu tllaa 21 4qo. Vo rdher 'belt.,. tho lllllo ••· Vo are 114't'1H4 tllat oa 
their rahra trip \he .. 1000 n1 .. will 0U'1'7 pao1111111, 1 

llr. C, H. Li• ot the leo lbiac !n4ia& OorporaUoa 1Dtoru M tllat at 1-n a~ 
ot tile llllloo will arrtn •' llobv oa llaNk I, U the paA1k va1a left r •ac oa 
7•Uaar7 15, •• raporte4, the odS..to of tho nlo 4r1nro, tllat the trip VOGU UIDe 
alloltt 21 dqa, h apparOil\}T oouoc•. .--r4111ClT, a paAik tral.a .....- ..a a l'ftlll 
trip each aoath, 

Ill'. I.iu otatoo tho' ho hao llllft1c1oat otooko of poolilllll l.a Uu at Jroaw \o pro­
'f14e tor the rohra l...t, llut JM ad4a tllat he 1lao ao aeovaaoo tllat he oaa •1Dta1a 
ratt1c1e~ o\ooko to prnUo for futuro --• - parUou.lar}T •• tho 1 Rpaa1 of 
Botov h or .. uac oorkla utttcnalU•• u to tho otonco of poollu •• l:okDw, Mr. I.ta 
eleo etato4 tllat tho Jll.a1eU7 ot Oo-.ioaUoao baa 1ani"'MMte4 IIUI to lee4 tl.a pla'-• 
1t peollu ta Uu 'be •• aftll_.lo, )a lq1JIC ,_ doob ot tia plato at 11obw h 
Jun u 41tf1cnalt aa lqlac ,_ otoob of pool111o, 1a nov ot tho ~ of rolltac 
•hck oa the r&llwq aa4 \he -oHal.at7 111 oMatatac oaro. If oar• ooa 'be oM&lae4 for 
e&rrlaco h Bobtr, thoro h ae proold r••- *'the oaro obolllt •t OCIUiaae to= 'IIC· 

"lllliac \!!at ... paelt Vaia Ill 1,000 _,_,. h ~· , • ..a - rea& trip pol' 

•lola 1o IPP&ftlll'l.T t.poodblo, ..- Va1a will NZTT 1do ~ ~"lT. 
to .. of &aooll.ae - 2 - Ill 2 Uu .- ••'•1 ..a 30 -• par ..._ .l 1arp • • 

ot JI&Ck traiu wtU \a HfliiS.JW to ..a tM treaoyn&Ua ot p.eollM lr Wo adW 
ot ncatttoan ~. 
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~ ftaJidaJ'(-T- OU OocPMJ !lao eol4 a oma1a _. ot peoliae ~­
•u:•n•cz at !!'alia (DMI' ttw CbJ.DOM ~I'ODUR .-.,., )~ kil-'Ra floe. Ciao ..... ), 

vhich plaoa tb.ore h a 'rail •o !oiactai, paua'ola olll7 tor -ll•• Ull poalaa, 
cantoce Mtwo• !raliD ud !ol-ctoi h a'lloln 1 4q Ull ••......., oq~ooh h 

4t'fiO!Cip \ b.h r ou\o, ul frc. O*R po1D\o iD \b.o Tloi al\7, 4op .... lac of 00111'110 11!110& 
aftila._ilU7 ot ooolloa Ull poaloo, 1M Aal&Uo J'-'rol- Coapov 1a '11114ora,oo4 

)e at.ra-'o4 la '11.1• •- ot -tw•t.c 1a I.up1, 

AD IIDOoaflfto4 report baa ll- roool'ftll. \bat \b.o ~tuM kUOMl. Iota •• 
e&roo4 •• t'G'I'1l onr \b.o •.o.O.L,J'. tuUoo •• ttw r-ac-1 !ax -.z.... Ia \b.h -

coDJ>ecl~io:a, a ••._.r ot tb.o ~1 IQon Ull llpon a,.&ioato h :ropono4 to baft 
tbat t b.o :rw.cat au\horlUoa will allow \b.o illpo:rt&Uoa ot all p-'rol­

procllucta, 1nolu41ac ll:o'l'oa- (DOW prohil1Uo4), kt \!Ia' all iapor\aUoaa will lie Md.o 
qa41oaU o:r ll7 ttw a1lU0'1'7 . lD .zq went, ttw oil oOIIp&Dioa a:ra aa14 •o ._. 

pre:[)&i'.lac t o7 a raiiUII.PUoa of ko:roaoao 'buaiuu, 

llo.P.oU'ullT 70Ul'O 0 

J'or ttw Ooual. d Salcoa, 

ORAM,JI 8 . DID II • 
.&aeriO&D OoaRl. 

4uplioah to \tw lleparl-' ( Orieiaal 'oT air ail) 
to tbe ._..,.,,......,..DC_. J'oipiac 
to Ooanlatoo O..~rol., Bo'llkne a4 ... ..,.., 

• h Oouulaho, baiac u4 Wcoa 
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STRICTLY CONfiDENTIAL 
TREASU RY DEPARTMENT 

INTE .. .OF"FICE COMMUNICATION 

DATa 

To Seoretlll'7 ICorpatlla. 

"'ON llr. Ooohraa 

Mr. Purcell of the SecrcartU .. 11114 txc...,C't o~ .. lOil tehpboaed. .. thh 
110011· Be aakod if I wu reoolrtDc azq reporta 011 t he llr1Uah 11qu14aUon of 
Ti l t ed IIOIU'lU... I NJ!lled. 111 tho atflnatln. He the ra.l.aded. .. of tho 
or icill&l arr&DgU~~~t that w.a -c:ree4 upon laat ...n-, proT141JIC tha\ I eell4 
011 copln t o hla of the 4ai17 N')IOrtl reoaiTed. troa tho llrltlah. 

329 

I t old Mr. Pvcell that I had aot 'bo&U prorl4111C hla with azq NJ~Drt• 
11llce it w.a q UD4eratiiii4111C that 1111 arrup .. at ev.boequat to that a'boTI 
aeotiOAM ha4 'been nachM ~ the Seorat1U'7 of tho fra&n~T 11114 \!» Ohalnall 
of the S.Oilrl.Uea 11114 :bDhaiiCe Ooaalaoloa, which n l1en4 tl» f or.er of \!» 

autoutic pro~a101l of copha of tho 41117 NJIOrtl . It wa q 'IIB4ern...Uoc 
that llr. :Praak 41d oot doalre t o 'be apt 41117 llltor.ed, 'bllt reoernd \he 
rish\ to approach the Seoret1U'7 of the freaav7 u4 requeot pertineat 4Ma, 
which would 'be ...S. aalla'ble o~ upon the proahe of tbe ~ ot t he 
SecuriUe1 &114 :bDhaiiCe Ooaal.aoiOil h coud their .. or007. JCr, Purcell tol4 
me t hat he WOilld oheoll: wlth tho Ohalruo. I oald that 1t q UD4ereta4111C wu 
not i ll accor4allce wUh Mr. l'rllllk' a idea, thea ha ehoQld co-leah wl\h • 
tll.rther. Yhlle I haw aot the aoteo of the ••tliiC ill which I 'bellow thlo 
111bject ,.. d1eouoe4 'b7 the Becntar7 &114 Ohalnu J'raok, I quote the t oll­
i iiC em npt froa a lettn writtlll t o • oa Dec•'b•r 1 'b7 Pilloeat which cl ear17 
u h f orth the 'IDI4entaa4111C u that t1M1 

1Ia oar 41ocualon at tile 8,:1, 0. Mr. Yhlpaa pat tha pooiUon 
ODOI liON to l(r, .JeroM l'rllzlk U Npftl the 'UI of tho tii'U'II l'l­

a;ar4iiiC tho Mle of oeOilriUeo which we are t o c~oate to tl» 
8eoretiU'7• l(r, J'nlllt 8&1d tll&t he woal.d pretar t bat tl» flpreo 
ahoQld aot 'be puoe4 oa h h1a 'b7 the Ualte4 II tatoo !l'OUV7, with 
1111 Ulld.erehMhC bowenr tbat ba could if he wlal»d aolt for thea at 
11117 UH &114 tbat tba 8aoretlll'7 colllcl then .U:. tl» coii41Uoa \bat 
tlw7 ahoulcl 110\ 'be ue4 ill azq Wfl for purpoaao ot palll1clt7• If 
thlo podUoa 1a aaUafactorr t o tba Saoret1U'7, it lo quite .Ula­

tactorr to u. 1 

h oa a reclllt talk with Plaolllt , I • poo1Uw tbU the &'bon 11141oateo 
t ho pr ocedure 11bioh he bopeo will 'be followdo 
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INI~ CO S•IIICA'nON 

rf,'J., 330 

--

TO l.ore'-7 llor ... t.lla 

Mr. eo•- CON Fl D ENTIAL 
fhe rate for 1terllac wu fir.r t~, r-Yerbc two o•tl of 1t1 no•' 

lon . Ia •ew Torll: tile opmac p\aUoa - ).19-3/ ... .-A ~' u. a.r u 
waa etro~~& reaohbc a hlp of 3o9l-3/~ 1a tile la\e af\er1100a. H nll•ecra-'17 
eaaed to clo .. at ).91-l/2. 

Vhile the repor'-4 '-nr chea 'below ebon4 • -wreciallle uc•• of eel.n 
onr purchu•• ot eterltac, ~t aet 'be bpt 1a 111114 tllat thee• flcaree aonr oa17 
oix reporUac 'buD a4 4o aot tab lato cou14eratioa traoeaotiou co-h4 ))' 
thue baoll:l for their owa aoccnmt or op-Uou aoii4Dch4 ))' -repor\lJIC 'Nall:l, 

Sal•• of epot eterllac ))' the elx repor\lJIC blab totele4 1.669,000, hoa tile 
followiac eourceet 

17 c~cial ooaceraa •••••• .•••••••••••••••.••• • .• .••..•••. ~ )l~.ooo 
:a;, forelp )'aaD (hr :lut 1111111 lov.th .U.rloa) ... ..... . ...... .lo ..... g; 

to tel ... .lo 3511. 
fhe followlac nportlac 'Nall:l 1014 oottoa billa totellac ao,ooo to the 

llr1 Ueh Coatrol • t11a Nih ot the oftlolal rate ot ... 02-l/21 

I. 21,000 _,. tile llaara\7 !rut Co. 
9,000 ))' the Wloaal Clt7 Jail: 
9,000 ))' U.. CUM .. Uoaal Jail: 
1,000 _,. tile Irnac !net Co. 

fl 110.000 to tel 

fhe otllc' lapor\aat CJarT~DIIlll oloeeol u follower 

J'Naob ,_, 
a.ilderl 
llr111 fa n ..,.,. 
,_ .. ,. 4o1lan 

'• 10u t;t,ooo,ooo 1a _.u to -. o "ill ..- ef ... .a.rpattM • ...,,, • 
be a44.e4 to Ue mwl I • a '· 
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We pal'OIIaM4 $35(),000 1a &014 hoa tM --bol tt11•\ fd \lie C..\ral J11aM: 

of Cbll• · 

!bit JeUnl Beaern Jult of •w Yorlt repor\e4 ill&\ \lie htae lull: Ooll'O~Uoa 

zvtoh, ahl.ppecl $),UJ,OOO 1A pl4 troa lhritaorl.u4 for lh ow oco-t to tho ht;a 

Jellk CorporaUoa, •w Yolk, for ealo to \lie V. 1 • .b~~q Oftloo, 

!he Stah ])opar\lloa\ forw.r4ocl \o u a oalllo oWbc \W tllo 1u4U Je4orale, 

h1'11, ahl.ppod $170,000 1D COlA froa lwitaorlall4 for lh - OCala\ \o \llo •au~ 
OltT BaDk of Bow Yolk, for ealo \o tho V. 8, .looq otttoo, 

Iacl'114111C tho ho ahl.:s-oato u\et ~. tile total 't'lllu of colA oa l'O!Ro to 

t b. l1111 te4 stahl fr. torolp oaatrioe aa d \lie o1ooo of buwoo \oaipi h 

$llli,OSS,OOO , \ho 4hpoi1UOil of wllioh h to bo aa f ollon1 

$ 4),197,000 ocmoipo4 h tho Jo4oral Beeorn lull: d •ow toft--
41opoo1Uoa 1IAlr:Dowa a\ the pr11oat u • . 

211, 552,000 -elpo4 \o tile Po4onl Beoono Balik of • •• Yoft--
\o 'be ~ tor aocoaa\ of 'fal'iou t orelp _,ral 'buka. 

21 ,)74,000 tor ealo h \lie v. 8. nat ., Su ~boo. 

20.m.ooo for eale to t he v. s. l.l~~q ottloe u ... Yolk. 
iuli,o ,ooo total 

It h lll\ eriiUIIC t o aoh \hat $J9, b29, 000 d \ ho colA oa rov.h h ooulpe4 to \ho 

l'tderal Beeorn llealt of ... Toft tor OCOOQil\ of \lie lallk d llwcla; d We -'• 

,000 wae ahl.ppo4 fi'OII Swo4oa, Ul4 tho r 1 htag $6,2)6,000 1o ooodac trw 

fila v. a. oC[Illw.l•t of iho llooo'bq oilnr ~iaUoa 114-14 1/S~ t o 41.571· 

Ia LoiiAoA, \lie opot u4 foZ'WI'I\ f1xiae priooe f or ellnr wre 'bot h 1lp 1/14. 

at 21-1./1&4 Ul4 20-15/164 nepocUnl7. !ho v. I, oC[Iii't'llloah wro )&. 95~ 0114 

)&.117¢. 

B'aDdT 11114 ~·e 11114 \lie fr'oanr7'e prl ooa t or torel.p ellnr wn m ohep4 

at 34-3~ 11114 351 roepooUnl¥• · 

We ado ttn pal'Ollaoee d eUnr utalliiC 50(), 000 - o•• uader tho l llnr 

Pvchau .lot, all fd wllioh,.. - pro4110iloa troa tonl&D ooaa\riea, tor t oi'WM 

dellTU7. 

CONFIDENTIAL 
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STRICTlY CONFIDENTIAL 
TREASURY DEPARTMENT 

INTIIR..01'1'1CII COMMUNICAT10N ~ 
DATa JCaroh 6, 19'10 

"'OM Mr. Coollru 

1 uke4 llr. Plll .. at lf bt M4 uq 41Hot wr4 u to uv recal&Uoaa, u 
1nUa&h4 b7 the Pnee, lll fttiU'4 to tbt olMI'iac 11p ot IIIIT lll4ebte4Mea oa 
Nghtere4 .~u .. ~on tha7 are hnle4- to tU ClonrDMnt. Be ..u 
tb&t b.e baA 11.0\hlllg ...,. It .. bh '11114wi~JIC \b&\ tbt Cion_, 4Hlrl4 
to r-ln pertee\17 o1- UUe to nate4 ~\lea aD4 nquinll, tbtnfon, 
tbt.t u:t u ... tbtnon be :pal4 oft befon IV1'1114erl4 \o \b& OoT.n.nt. fo 
clear the UUe to na\14 -lUea, the praothe m4utl7 ll to Hll, lt 
po11ible , JI.OIL~nate4 eeoviu .. wUb tb.e 4ollar prooee4a W.reof tb.e 1114ebt• 
aeaa on the Tea\14 aeourltlee ooal4 be :pal4 off. la .... lllataaoea, \b.e 
hol4ar MT 110t haft uq aueh otber \baa \be eiOIIrlUII, eo tbt Gofti'IIMU 
•1l!ht be obllceA to pn pel'll111loa for tbt eale \b.ereof b7 tbe hol4ar,u4 the 
Oonruent ehpl7 tea the ..rgla bet- the eale prloe u4 the 110rtpee on 
the leovit7. 
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TREASURY DEPARTMENT 333 
INTaR-OI"P''C:. COMNUNICAT10N -41t 

DAft a.r.roll 6, lgilo 

STRICTlY CONFIDENTIAl 
I ban ~al.ll:»d \hie - wUit. Mr. B.ober, forwr17 lo~ of 0111' J:Uaoq 

111 lloM, wbo 1a DOW ill ~- ~t of State ill abarp of tho I\aliaa 4o.at, 
&114 with whoa I ta1bd ~eter«q, alOJIC with Mo .. ra. Dua aa4 1114Dreo11, 

Reber told • that DOthiac an bad bee ncelnd 011 \M ~ItaliaD coal 
eontronnr eiDOe I ta1bd whit. tit.• 7'8etorclq, Coll"flU'DtlT their opiDiOD of 
the a1tuaUo11 r-iD• uc~4. l.aber proal"d to oall • 'back 1t IDTthiD& 
turt her roached the D.Iarnat of State bot oro 2 o 'clooll: tlt.la othl'IIOOII, 

To .-rho, ~ frl.c4o ill the Dep&rt.ut of State foel that the 41ff1-
eult1ea will be co.proa1ao4. Of IialT'• 13,000,000 tou of coal per 7MZ', 
GerM117 baa horetoforo bOOD qp171D& 9,000,000 tou aa4 J:laclaa4 4, 000,000, 
.l.bout 6,000,000 tou ot tho o.r- coal baYe b- t~rto4 bJ rail, lnat 
GerMD7 llaa no~ DOW rolliD& atoclt tacWUoa ~o t~t coal 1D a'IICh TOl­
to It&17, 

The :Britlah foel that the ltali&D poe1Uoll h qv.lte Wl&ll:, !bat la, aha 
muat either obtaiD u 1DIIlff1c1nt qlalltitr ot coal b7 rail froa GoraD7 or 
look to li1~~gl&D4 therefor. lhila the :Br1Uah atah that thor ban DO obJaoUOD 
to the ltali&Da obialDlD& coal 1D the UDlted Stat" or :Bal«i•, tlt.a7 aro aw.ra 
that freicbt rat" fr .. the UDlhd Statea are prohibliin, uol. tbat :Bol&l• 
probab17 coul4 DOt proyldo tlla DOO"I&rT coal, ..... 1t - loaab tor PllMDt 
or barter could bo arraqet. !llil llriUah are wilUJIC to acc• ~t for 
their coal to Iia17 1D aYI'liD&, II:IIDwiD& that tho I\aliaae baYe DOt tba 
neceaear,. atorli.JIC, or ia pede, It, ho....,.er, tlt.q are to ace• PllMDt 1D 
goode, tlt.a7 roeorYO tba ricllt to apoclt;r wbat tho" eba1l \o, -17. alrplADI 
•ncin .. , ar-e 111h, a\o., with perbape - ator1ala tor '11Diforae. CoatrolUac 
the Suea ud GlbN!"-r, lnat Brltaill controh Ita171e il;)oriaDt rout" tor the 
t..portaUoll ot the raw aterlale required tor ltali&D -otactwere. n h pr.­
IUIIed that the :Br1Uah, thrcracb tlt.olr IDtelllcoACo eorrloa ill lialT, are •Uo­
tted that the Itali&D ooo-lo poa1Uoll h eo Wl&ll:, parUoularlT with r"poot 
to tuel aa4 raw •ter1ala, tbat tlt.a7 will 'be forced to abl4o 'bJ the JrlUalt. 
deeido~~o .Inn t~ ~ ltate IlepartaoDt fr1an4o are ooartaco4 \bat IialT 1a 
a1U~~g to eoe wbo will \o tho wiaDar of tho w.r botora iaii:1IIC .t4oa 4otlllltal7, 
ther 4o DOt feel \bat thia lllola-t will 'be •cracb to proYob hor 1 "*'' 
entrr on tho a14o of 0c: n7• 

ll;r frlODda poillto4 era\ that the ooac•traUOil of Jr1Ualt. aa4 J'rm=\ treopa 
near the lluae, with llcnRh .A.triot.D troope .. YlDC 1Dto X~Qa, proY14aa& 1'01'81MIIla 
threat to Italr Ltb,. ocrald \o tabD oYer with co.par&UYe .... aooordlDc 
to at ltaot o11a' ob .. rYOr 1D tba ltah Depart-*, ad ltalT' • o-lo&Uo11a with 
her .l.tr1ou poe .... lODe "rloulT 11Uporo4. 
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1a ... ut.• M "'"• *• - wla •· ..._, 1 -'- ..- wltk ~&......-. fU la\Mr 1..u ,_ .. t , ....... '"- -., ..... ~~ ..... -.1. 
pnb~. U h lila s.ent- *' tM lte11M JftM Me ... ,, ...... ala 
1111• u u-uaa1:q Mil ' 1 e 1F u lt a. -u.e 'liMa ... ttl& ta .. 
-.a rM1 aoUM - p1 ·& • IWF' • ,.n. lilnM~F la et t11a .,W. u.t 
llueoUal -'• \e ••d·h ,_. Mil wUl -' teD MF ~ ._ -· .. 
w1U, lalla"'•• --... lila I '1la .._._h 11M I' • fJt neMa 'Ill~"­
JriUIII. W1l4 ... tM ,..,_U_ fJt lte,:q u a ...u.1. ....... "- Sa 
*1Cil .- lw Mlac t.IINUW 'r lnM IrS tala. JIUU•'•:q M a "..tt et 
t.b.le -aq•• n.Iatt• et t•••U.-1 law en ,. ta Jl'•••n .... _.,., -.& 
u a coaw•• n ot Jrt.U* hd•U• ot iltF ,..,._ .-ll u ....,.._ _. 
tu eua. !'biN - ,. ,.s... • '*lall. 1w • Jlftlt"'• IIPft ._ 1•'•"· UaJ.T wbo1114, ~-. lt wile I t .. a ..val, alata a _. aa J ,_. -
fereDOe •r• o\Pr _,ala~ •\bar wUiltM '!!e]1tJI&tw, aeltMft-* 
10,. alleriaUoa troa tM •wt n ot Clna' lrltale ... ,.. *1ela • wow 
coepla1u. 

• 
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P.AIW'BRAU or fa.ma•v U:OinKD 

1'!10111 Aaer1oan Eaba .. J, Lon4on, England 

DAJ'!I llaroh ~. 1940, ~ P·•• 

10.: &eo 

J'OR BIC:RUARY XORGEn'HAU. 

J'ROX Btmzi\WOR!H . 

Ref'erenoe 1e ude to your telegraa ot llaroh ~. lo. 

In the A1r M1n1etr:r, 81r Henr:r Belt 11 the F1re11 

Deputy UDder 8eoret&r7 ot State. AI euoh, he 11 o1T11 

eerTant llo. 2 1n thl X1n1etr:r. 

Sir Henr.r wae eent to the United Statee reoentl7 

to aot 1n an adT11or:r oapao1ty to thl ott1oe ot Kr • 

335 

. PUrTle tor a te~orar.r per iod. He 11 to aot mainly 1n 

reeWIL1ng negot1at1one Y1 th the AHr1oan a1rora1't 1nduetr:r, 

1n cooperation w1th tbe Frenoh .• 

J OHI801f. 
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MIWNT or S!'ATK 
...... Gi 

llarela • • 1140. 

ftw a .. nU%7 of lbto pn .. ate hie oo.pU..te 

to tho l!oaoro.blo tbe IOOI'obJ')' of tho froao'QJ')', Ul4 

onoloo .. oao oopJ of po.ropbzouo of ooat14ontlal 

tilOIP"aa lo. 6eO of llanh 8 froa Loll4oa • 

.... 

• 
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TREASURY DEPARTMENT 

PftOCUREMENT DIVISION 

WASHINGTON 

MI!IIOIWillO)I FOR !BB SBC Rlt.UIT 

lllo.rch s, 1860 

337 

At a l11110b.on •eetill& toclq at WU.oh were preact 1D addition to the Secret....,. 
Geeral Arnold, Chiet ot the ~ Air Corp OJ !<1111;.1 r .... era, Chiet ot the llllrea~ 
of Aeronautics, Ba"Y DepartllentJ and Capta1D ColliDe, Gceral Anlold etate<l that 
tho coat of airplanes to the Ano;y had 1Doreaae4 clurln& the paat year, Acllal.ral 
Tcwero s tated that the NaYy had not had a similar experience and that, considerln& 
the improvements 1D the art in the lii&IIufact\U'e or planes. .. nll ... the addi tiona} 
horaop.,er that had been developed 1D eng1Dea , he felt that tho prices beln& paid 
by tho NaYy did not 1Ddicate an 1Doreeae when c0111pared with thooe pdd tor planea 
laat yea.r . 

Gesral Anlold stated that 1D r;oln& OTer the ooet atat....,to of SOllie of the COIII­

panios with which the ~ had oontracto an 1Doreue tr0111 ~ to 48% had been 
indicated 1D their protite. The Secretuy po1Dted out that the operation ot the 
Vinaon-!rtJIIIIell Aot restricted profit. to 12%, and General Arnold then expla1Ded 
that tho Vinson- Trammell Act, insofar as the Ano;y was concerned, did not become 
ertootin until the ber;innln& of the fiscal year 1940 and that the reference wae 
to the fiscal year 1939, 

The Secretary then asked i f , a1Doe the meetlnr; of yeeterday afternoon, there were 
any •uueeticne to be offered as to where 150 pureuit a and 36 bCIIIbero air;ht be had 
for the Go-vernaent or Finl.and, Ada1ral Tcnrera etated that the lla"7 had alreac~T 
release<\ « planea to the GoTe ......... t ot Finland trca their contract with the 
Brew1 ter C0111p~, and the Secretary stated that it waa doubtful 1t there ooulcl 
be lor;ioally susta1Ded a 1'\l.rther releaae of purauita to the GOToJ'IIIIent of Finland 
rr.., the saae company, In thia Admiral TD'ftre oonourre<\, Adai:ral Towera further 
otated that they had no oontraota tor 2-englne boabera . 

General Arnold stated that the Ano;y had no exiotent contracts tor ~ P-38 pureuita 
and that delinriea under an exiatlnr; contract with the Curtiu Airplane Coapan;r 
for the P-60 p\U'suita, it delinried 1D their ctirety to the Gonl'!lllent ot F1Dl&Dd, 
would not proTide 150 ahipa 1D tiae to be or 1.Q;f uae to that Gonr"IIIIIDt, AI it did 
not appear pouible to cU· ... rt I.Q;f delherieo preactly belnr; -d• to the J.nq, it 
was concluded that the only aoW"Oe trca which F1Dlancl air;ht obtaln 150 purauita, aa 
... u aa ~ twill-engine attack bcabera, -s trca ulltlnr; F'rench ocmtraota . ne 
Seoretary 1a to take thia up with repreaeotathea ot the Fr-h Air lt1aaioa. 

The Secretary uked A<1111ral Tower• 1t there -s ~ o~ which lla"7 wou.lcl par­
ticularly like to see have bus1ne•• awarded to it tor the purpose of developlnr; a 
detenu reeerTe and Ac1111ral Tower• replied that they would appreci.o.te &DJthiD& that 
lllight be done t~ build up the G...-n C..paey. Geoeral Arnold -d• the eaae rec.-
mendo.tion ooDOernlDr; the BoelDc .Uroro.tt Cc.pe.Q;f S~ • 
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----,. ftl ... ., 

o...nl .,_U nu.4 U.U 1a Pill& - tM -' na'-'e of •- of U. -
pu.loa w1Ul 1lllda tM .lnlr ._. ew\awta a ,_,.... ,_ • to Mil' W 11oa 
11141eaW 1a tMir protlte. ft.. ••ntw7 po1aW wt \lin tM ..... u. of tM 
faa-fa 11 A.\ ...nn.w protlte w 11$. ... lwaral .lnold Uta -.lalaM 
Ulet Ute Ylsaw !J 11 A.\0 tuiiV u tM .lnt' - ---. .u Mt Mo-. 
ottoaU~• -"1 tM M&l•'ac of tM n-1 .,_ 1140 ... Uaat u. rot-• -
t o Uta tt.-1 .,_ u•• 

!1M Soont&rJ Uta .... tt •••• tM. -''"'of~ an.. ••• t.Mft _.. 
U~T ncc.nt- w ._ .n ... .. te ,._.. 110 ,......tte ... • '111 1 • ~ w w 
tor Ulo a..w ' of ptph ·, Wft.l r a naw Ua\ Ulo In)' W al...._. 
Nl .... "plwn w tM '"• 'of,,, I,_ tM1r • 1 wt .tUl t11a 
~ c :. ......... ....,. .-... U.t It-~ tt t.Mft ..u 
te lectoalq· 11 at s ' a hi 12 re1- of ru aatu w tM levu ' of "•' I 

tra Ule- I I U• Ia .U Wft.l fa en I-LIM• Wnl ,_ ,...._. 

new un...., ._. • 1 u•w tw 1 c'" 11 len • 

._,.1 ArMU naW tllat t11o .in1r ... .., a1.nePt ·--~ tw _, P.M JIUWlu 

... tMt telhwtw ...._. • ..sntec • 1 aat w1Ul "- avttaa Urp~ C 1 s 
tw U. p.4Q ,......tta. tt tell~ 1a tllatr Slit~ to tlla kvw t at rt•JeMo 
wat• ... pnwS.6a 110 .. 1a u.a .. 'M of ... - .. ,.., .... .. ... tt .u 
11ft ..,_.. ...,w. w a..t _, teltftrlw p,..nq NlPc _.. w tM .,..., tt 
.. _1 .... ..., ,.. ~ a w ,_ 111111* ,., I ......, _., '• 110 pvaatu, u 
.. u u M ..,, cf" ate t 1 ; an - ,_ ..sntec 1'1 1• a 1 ..... fte 

• ~ _. ...... ~ t AS.r • ..,_ 
loarft&rF 1a .. tatP \Ida .. -- •• -- - - •• 

!\o a.1 1-..,. u111M ~ f a tt ._. - UiJ I C I 'llldU ~ ~-=-=-= 
tS...larJ.7 l1tP .. - .... --~ ••• w " tw... ...... 
..,._ rau; .. _. Wral ,_, ,..u. ~,tM:r ~I.::.~-:;:"',..:' 
alp\ M ._. to W1U .. tllo .. CEQ SePW'l 
,...Uw n• 1n•ec .- lu'ec .U...nft c 1 s •• ladt1e. 

·~ ... IPtrll~r ..... ~---
Regraded Uclassified



,. . \ 
W;~> J.......t-~ 339 
dr- ..... - t 'l · 

H d .-J, PROC::OlPtO 

&..,..i:· Q >~ .... « ,,;a:,. G , • .,. 

~-~· «,.....""411' ' 

I 

\ 

• 

. 

Regraded Uclassified



Parobaa.. oloncl total 
:r.. .. ,otiatl-

Shtf •te -.w 
(thl• 1e illol'lldoe4 

1D parobaeoe oloeocl) 

I 

Regraded Uclassified



341 

Tal• ot •sa lt.. !!l'!lluM !!z 
1'lw Plml.lall Mer1oa !'ra4!!tc C!!]!!!!tl• ...tU ad ot Pe!!nuz 

It.. Val• 

Steel, Copper, 
Ir• u4 AJ.~- u.w ,e&O.oo 

Larcl • 1115, 122.00 

Cott• • a&I, seo.oo 

Oate • 187, 1500.00 

PMI • 226, 240.00 

Soap • 90,000.00 

Wool • u,oe&.oo 

Corn • 21o,ooo.oo 

Oil • 4.T,T50.00 

Gaeolbllllt. II, o2a,ooo.oo 

So,a~ 011 • IS&,ooo.oo 

Cbealoall • I4.T, 4.83o00 

!nob, Traokton 
I I,822,000o00 u4 Parte 

~ • xu;aZT.oo 

rlre• • 68,zu.oo 

La thee • za,ooo.oo 

• Ohiui'J' • ZZ6, T34o00 
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Scae oiTi li&Jl o.-oditi .. which F1nlaDd 

--~"'"'-i~'!!.!:~~==~~!.::!.! aontha . 

Rye 

Wheat 

Oat a 

PUre Lard 

Pea a 

Fruita. apices. t ea, ooooa 

Cotton 

Tractors 

Copper Rods 

Gaaolene 

Oi l s 

Soyabean Oil 

Wool 

Truoka 

Tele\alllme 111re 

Soap 

Different ki nds of machinery 

Diff erent kinds of c lothes and ahooa 

Fartilhera 

·-·- -
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The abvr• mentioned liat 1a neither acou,...te DGr caoplete aDd to indicate 

quU1t1t 1La and nluea 1a tor the time beint; illpouible • .l calculation -d• in 

cber laat year oonoerninr; oiTiliaa o~itiaa to be bout;ht flu& tbia ooant!)' 

durinc ai.X aontha r;avc &J1 estimated ... alua or 16 to 20 JdlUon dollars. 
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~.ooo uo,ooo 100,000 

to,.. tor ocacre\e a,ooo 

S,IIU,800 t :lli ,Uf 181,111 14t, 1M s,eeo 

Orwp I !'etal 4,"l,IS9$ 
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-uu1oa 

tlar .. 
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.!!!!!!! ~ !!!l ~ 

t l ,l80,000 1119,000 700,000 100,000 

.oo,ooo .oo,ooo 400,000 .oo,ooo 

800,000 aoo,ooo 100,000 100,000 

141 ,7110 141, no 

111,1110 M,.OO 10,100 

106, 000 Ulf,OOO Ulf ,000 Ulf , 000 

10,000 

sa,ooo 

1111,000 

a,ooo 

11,000 

14,000 

ti,601,'PIIO 1,Uit, IICD l ,fiO,liD l , ll7,10l 

MD.\bl7 
1100 ,000 

soo,ooo 
-\kl7 
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C1!!9 II Mal 6 0 .. 61100 

Regraded Uclassified



to..,.'Jr : 'lello . 

Edward R. 

,. 

Haroh 6 , 134o 
10:31 a . m. 

344 

Ste t t lnius : Hello , t.<r. Secretary. 

~·Jr : 

S: 

t:"'Jr: 

S: 

S: 

H"J r: 

S: 

"'"Jr: 

5: 

!n'Jr: 

s: 

!!'' Jr: 

S: 

t:>"Jr: 

How are you? 

I ' ~ tine , sir. Glad to hear your voice. 

l'r. Stettiniue, it vou have ti'1e I ' d l i ke t o ROB8i p 
a little bit With you. 

Sure . 

I tlondered if you ' d care to tell ne , just for yaelr 
and the President , nobody else, how th1n<rs -- holf -­
how t he orders are coming in ~i~ht now and how tar 
ahead you can see as f a r as your o~m business ~ee 
~nd t hen as tar ae the i ndustry eoes. 

R1<rht . Well , t he incoming orders t h1e week wer e dia­
apuo1nting. 

I see . 

Down under - - under forty percent . 

I see. 

They hop~ed up about two weeks a<ro, they caje -- they 
were pretty good, started to co~e back a l ittle bit 
end t hen they dropoed down again. 

Yeah. 

Now, - - t hat ' s number one. The orders ar e diBap~int­
ing . lfe still ho.ve a baoltlog, speaking of our own 
company only, ot eomethl ng auoroaching 2 million tonB, 

Yeah. 

In rev1ew1ng -- in oheokin~ up with the fellows in 
the t l eld on the firin? l ine, the general sent i ment 
ie tha t we're aorapin~ bottom now. 

By that you mean lt can get no worse . 
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s: It - - they don't think-- they don 't feel it' s 
going to get any voree and then the general morale 
of the sales organization ie that in the course ot 
the next three or t our veeke things i n the eteel 
industry will t urn u~. 

"''Jr: I see. 

S: Now, that -- that • a a very, very treeh, (!Ui ok re­
action that I have obtained in the last few days 
from the field. 

w•Jr: I see . 

5 : I think - - I think our tellove are a little bit -­
feel a l ittle bit more contident ot an early turn 
than the gener al business world does. 

~·Jr: I see . But they - - they think things eight pick up 
in three or t our weeks. 

!-:J.!Jr: 

5: 

S: 

liJ.!Jr: 

S: 

Ye s, that t he -- that there is some r a i lroad buying 
and the auto -- the sprin~ automobile business is 
going to be gooa, the cannin~ business is holding up, 
and ot course ve are be~inning to get ~orne very 
substantial increase trom abroad. 

Are you reallY' 

Yeah. Not hing in very large tonnage but t he indica­
tion ie that they might begin to cake some eubst antial 
purchases. 

I see . •hat kind, because I - - I haven't realized 
I mean, that there'•······ 

Well, there's a great deal ot interest in-- in ingot, 
-- that ie, the raw etsel; not pig iron but the raw 
eteel in ingot torm tor re-roll ing •••••• 

I eee. 

• • •••• on the other side. 

I eee. 
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5: 
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S: 
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And th~re • s interest that •s -- the stock tor shell. 
eteel. 

I see . 

And misoellRneous 1 tP"lR. 

I see . 

But that 1en 1 t -- that 1sn•t on the books , but the 
- - t he ?enerel imnree~1on or our exnort fellows iR 
t het the bu~in~ in the ~econd cuart er or trio yeor 
is ~!nP t o be - ore subAtent1el then the !1r~t 
cuart e r . 

Well , as you !:now, or r.l"Y or !:lay nof know this 
tlhat I call orofeosionrl E>cono..,ists connected 
h,re ~;i t h the vsr1our denart.,ents are all very 
ryes~!"l1Ft1c . Helto? Hello? 

Yes , sir , r •., linteninv. 

And I ' ., no t es ,eSP1mlst1c as they are . 

Yeah. 

And I fi~rnred that your business , ~lhich touches so 
.,any different induntrl.!'ll , tha t I could .ret a pretty 
good cross- section or t h e country. 

\I ell , I thin'< thnt -- I t hin'.; t hat ' s true . 

And t:hat I'd 11'·e to do - I' d l1t:e to cell you un 
a"'B.l.n in about e wee'>: . 

Fine . 

And then maybe you oould see a little bit further 
ahel!d. 

Sure. 

And •••• 

llell not:, I t ell you , a vood - - a good ti"le would 
be Tuesday. 
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!C!Jr: 'l'ueedaY' 

S: Tuesday afternoon, for us to have a chat because 
that's When the figures are fresh. 

JmJr: All right. 

5: And I think they would mean a 11 ttle bit mor e then 
than they do -- than they would l'ater in the week. 

H!'J r: I '11 call you Tuesday 1\fternoon. 

S: Yeah, we have a finance committee , but you could 
call ~e, say, around about three-thirty on Tuesday 
afternoon, then I could give you an up-to- the­
moment flash. 

r:•Jr: l·Tell , I'll call you when, ;vou say? 

5: About t hree-thirty on Tuesday. 

\·Tell, I ' ll try that. 

If that's-- if that ' s convenient, and of course i f 
it isn ' t, any other time. 

ID'J r: l·lell , is that before or arter your meeting? 

S; 'lbat • s after the meeting. 

!:"Jr: After your meeting. 

S: Yeah, because you see I get -- I get sometimes the 
feel in the meeting that I ' d like to give you the 
benefit of. 
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!!''Jr: And that's that . They' ve tried -- you ' d be inte~ested , 
they've tried to get me to get into this thing, the 
steel mill for Brazil. 

S: 

S: 

Yeah. 

But I mean , interest ~yself. 

Yeah. 

llut you peo:!)le haTe turned t hat down, haven• t yout 
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l. .. , :r: 

S: 

"''Jr: 

S: 

::~•Jr: 

S: 

'\• 
~ . 

S: 
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\Tell , l'r. Secretary, we -- we d1dn 1 t slam the door 
on it . lie -- we told t hern that - - very 1)ol1tely - ­
that ~1e 0 d do everything that we could to bring it 
about , but t hat we oo~ldn 1 t risk our own canital 
or we couldn ' t take the sole responsibility ot 
management , 

\·Tell , I • ••••. 

Those -- those are the only -- those are the two 
important pointe • ••••• 

Well , I , , ... 

• •••• • oont1dentially, that we nade to the~. 

\Tell , I l'IJ'ote ••r. Hull last night that I 've frot too 
many t hings and he had better ask somebody else to 
t ake it on. 

Yeah . 

But I ' m not going to take i t on. 

\·Tell , I think -- I think you 1re wise because that's 
pretty-- pretty i ndet1n1te situation. 

Well, 1t is, and ~rticularly With the debt thing so 
much up in the air. 

That's r1~t. 

And -- but I Just well , I'm gQing to call you 
ana1n Tuesday aft ernoon. 

Yeah. How -- how' s the President' 

He ' s tine. 

He r eally got 

Oh , yes, he ' e 

Oh, that's tine. 

Yeah, 

he got r ested' 

he's in tine shape . 
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Well, anything I can do at any time, you let me 
know. 

Well , while the t hing aeeMa to be ao muob up in tba 
s1r -- bueineae eo uncertain, I would like to keep 
1n touch because I -- I ha•e -- my own reeling ia 
along the line that the next two or three week• will 
tell the story - Whether it's going to get better or 
worse. 

I think that's true. I think in another three weeks 
we ' ll know definitely as to whether it' s goi ng to 
be long-extended or short, . 
Rigbto. 'lhank you eo much, 

Goodbye . 

Goodbye. 
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Hl'Jr: 

Arthur 
Purvis: 

ID!Jr: 

P: 

1-~'Jr: 

P: 

!!!~Jr: 

P: 

!ll~Jr: 

P: 

~·Jr: 

H!!Jr: 

P: 

:!J.!Jr: 

P: 

Hello. 
• 

Hello . 

Hello, Mr. Purvis. 

Jfal'9b 6, 1911o 
lOriiO •·•· 

Good morning, Mr. Secretary. 

How are you? 

Very well, th!mlt ;you. 

350 

I was g1ven a d1tt1oult ass i gnment yesterday by the 
President. 

Oh, yea? 

. And I'm oolll1.ng to you for hel'O. 

Yea, air. 

)lr. Prooope, the Finnish l.finieter, saw the President 
on Sunday. 

Yea. 

And Finland wante, right away, 150 modern pureuit 
planee like the Ourt1e P-36. 

I eee. 

And they want 36 ~engine light bombere, either 
like the Martin or like the Douglae. 

'Martln or Douglae, yee. 

Xov, I vent over the eituation yeeterday with Admiral 
Tovere and General Arnold. 

Yee. , 
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!!''Jr: 

!': 

P: 

g!Jr: 

P: 

:!':Jr: 

P: 

- 2 -

Yeo . 

But there ' s just nothing that the Army and ~!avy have 
got •••• •• 

Oh , I see . 

• •••• whioh we oould release , eo the thing gets down 
to the question or ~eth~r the Freno~ Governoent wants 
to release those or not. 

Yes . 

!low, all ! 1 1!1 doing is - - is putting it up to you. 

Exaot:!.y. 

And ! • 1!1 going to ask you whether you ~!ould phone this 
to l·lr. l!onne t. 

Yea . 

Or get it to him in any way that you have or getting 
it to him very test . 

Yea . 

! take it he would be the nerson , wouldn.' t he? 

He 'd well , whet I ' d l ike to do •••• • 

Yes. 

•••••• it you reel it's all right , is this : I have 
lunching with me today Pleven, Self and J acquin. 

Yes . 

And I think it we oould -- it I oould leave it until 
tha t time -- they're up town at the moment . 

Oh , yes; oh , surely. 

And then ve oould work on a plan or aotion and a e 
Pleven is Just over tram the other side, the ooe­
eibilitiee or the eituat ion would be ~ore apparent 
to h1m, I dare say. 

351 

Regraded Uclassified



Hl!Jr: 
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w:Jr: 

P: 

H!:Jr: 

P: 

P: 

? : 

H."Jr: 

P: 

P: 

11'-!Jr: 

P: 

~'Jr : 
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Yes . 

He will also i'.now how Monnet 18 thinking, and how 
they are thinking oppoeite the Finns. 

llell, in any event, it you oould sort or give it 
a l ittle preoedenoe . 

I will, 

And then when I see you tomorrow •• , •• 

Yea • 

• ••••• maybe you'd have some word ror me. 

I'll endeavor to get it bv then and I ' ll try and get 
it before . It you really wanted it , I'd really go 
right at it now, but I t h ink it might be better if 
I oan leave it until l unoh. 

No. 

~1e 1 11 get along better, I think. 

No - - and -- I mean, if you have a -- a definite 
anewer before tomorrow, give ne a ring. 

Exactly, 

But if you're going to turn ne down I can wait until 
tOJIOM'OY, 

(Laughs) Well , you know where my sympathies will lie. 
I saw the Finnish '11n111ter just as I lett there yu­
terday and I must say my - - I know where cy 1nstinote 
are. 

Well, I want to make i t qry olear. This 18 a IIUB­
gestion and not a request, it you know t he -- it JOU 
get the 41fferenoe, you ••e' 

Yea , I~. 

I aean, I aon•t want you t o reel that •••••• 
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•..•. • it ha s to be done . 

It isn' t what we call a •must• , 

No . 

H-u-s-t. 

\{ell , I mean , I am glad to know that because it - -
I 'mow tha t the -- the trouble or course with this 
Whole situation is that t he next two mont hs or t hree 
~onthe for everybody • ••... 

That ' s right . 

• ••... is the acut e time . 

':Tell, I made a survey and there isn't any other 
~lace to go ••• .•• • 

No . 

. ...• • tor them. 

Exactly. 

And ~ou mi ght be inter ested in this : I asked our Army 
?eonle and I said , •well, why don't t hey go to ItalY' " 

Yes . 

And they said, •well , the ouest ion - - they understand,• 
- - I mean t his is -- our people say that if t hey go 
to I t aly, Ital y 1n turn wants raw ~terials and they 
can't give it t o them, that is the ~inns . 

Oh, I see . 

You see? 

Yes . 

They can' t -- t hey have no way or getting i t to t hem. 

No , exact ly. 

Regraded Uclassified



.,, 

-. 
.... - . ... ~ . 

~"'Jr : 

? : 
• .., , T 

"'r: 

? : 

P: 

.. Jr : 

354 

- 5 -

So I ~ess it really ge t s do~rn that either vou 
people decide th~t you Will relea s e the~ an~ can, 
end that the Finnish frontier is i mnorta nt enou~h 
t o Clo it , or else we ' l l juet heve t o tell t hem t hey 

oan• t get t hem 1n t he Hni t ed Sta tes . 

YeR , exP.ctly • 

von see? 

•.:ell now, l e t ne go ri'(ht into it, ''r . Secre t ar y . 

low, ~rh11e I have you I went - - two other t hi ngs • 
One t~ing , if you could tell ne tomor row wha t your 
~ission has in ~ind i n r egard t o the J urchase of 
steel or stee l -- or eny form of st eel for the 
next nont h or t l'ro . 

Yes . 

I -- I ' d ll.lte to kno1~ . I don ' t ltno~r whether vou 1 re 
considerin~ anyth1n~ or not . 

'.iell , as e matter of foot , 1'/e hnven't been because 
there \·Ta B a ver y bi e- 11urchrse of oteel earlier on 
but I t h i nk t here ' s Romethin7 in t he 
I ' ll -- I ' ll get that U'l Mytlay. 

And e t hir d and lest thin~ . 
look, when you ~et dovn your 
t he a ircraft industry •.•••• 

Yes • 

Thinl: this one over -
prelimi nary tal~s with 

•• • •••. I ' m mak1n~ t he sugge~ tion thet I don ' t eee see? 
why you don ' t do it 1n your 1le~; Yor k office . You 

lew Yor k office? 

Rat her t han her e 1n l~ashington . 

I th i~lt -- yes , I t hink you ' r e right . 

'rbere 1 s lese New York 1s a ouch bi gger nlace. 

Exactly. 
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There are less goeeins. 

Exactly. 

And when you get •cmething it Will be t i me enough 
t ao Collins to sit in a.tter you • ve had your pre­
l1minary talks. 

Yes . 

I don ' t see why Coll ins &hould sit in in the early 
stages. 

No , I -- I think that 1 s right. I t hink that ' s ouite 
right, llr. Secretary. I can bring that about . · 

I mean , I don ' t eee · wby it' s necessary - - ! mean, 
his services are available after you have nore or 
lese formul ated a plan. 

Exactly. 

But there ' s so much gossip down in-- it 1 s like any 
other eapitol. 

Exactly. As a matter or ract , it could-- it could 
result in something that would be ~ndee1rable. 

Yes , and - - and you can have the a1roratt people come 
to your ottice in New York •••.•. 

lxaotly. 

•••••• on tb e Ol'el1m1nary talks and I think make pro­
greee t aster: 

Well, that -- that frankl y, I was even going to euggeet - ­
ask you whether that wae a ooeptable, because I believe 
it •e the proper way to do i t and t hen come t o you--
t o Captain Coll l ne and/or i t neceesary to you only 
when there'• eo•t hlng that we r eally want to get your 
t hought or help i n. · 

I think .o . 

Tee . 
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'l!~Jr: We eeel!l t ·o agree on I!IOit t h1nge. 

p: (Laughe) All r1ght. !hank you, Mr. Seoretarr. 

~G:Jr : Ooodbre . 

!': Goodbye . 
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TREASURY DEPARTMENT 
357 

INTER.OFF1CE COMMUNICATION 

DATK llaroh 6, 194o 

ro Secretary lforgent~ 

llr. CochraD STRICTLY CONFIDENTIAL 
llr, PurTia ~oloe with me b)' telephone at. 5 o teloclt t.hia aft~rnoon. Be 

bad talked wi t.h llr. PleTen in repr4 to t.ba que at ion of poaaibla release of 
plane a to aeat l'1nland '• request. Pleven, who baa Juat ret"orned from lraDca 
and 1a ent1rel:r fu111ar with the IUbJect, oaid tbat thh •tt.er of ~pl;riJic 
planes to J'1nland baa been debated ext.enelvel:r b;r the Supre~~~e 'liar CoUDC1l, 
Pleven waa convinced t.bat. llollllet could do nothi.Da in the preaieea. Be would 
be injectill4: h1Jaaelt into a INCh biu;er 1aw.e than t.bat of coord1nati.Da pnr­
chaaea. Pleven feela that the Jrench Governaent opinion 1e tbat. the;r !:ave al­
roaey done ever;rthi.Da that tha;r can 1n the •:r of proYid1ng planes tor J'iuland, 
a.od tbat the help alrea4;r gantad &10114: thia Una baa been nr:r 1Japort.ant. 
!he needa of the All.iea t.heaaelvea, particularl;r dur1!14: the next. few d&D&aroua 
110nths, auat. be the controll1!14: factor 1n AD;r deeielon as to distribution of 
planes, 

Plnen thought it •s hopaleaa , therefore, to aak llonnet to get into th1a 
matter of higher 1nt.ernat1ooal pol1t1ca md ail1t.ar;r t trateg;r, Purvh d1a­
cuued th1a matter at greath length w1 th Plevan, but in view of the lat. tar 1 a 
confirmed opinion. haa not communicated 111 t.h llollllet hiaeelt. It. •• the 
opinion of Purrla and Plenn that the onl;r int.ernnt1on which alght. be ettectiYe 
.... would be tor soae powerful individual, such aa Yellea, to ~ the appro­
priate repreaent.at1ona 1n Par1a. I told llr. Pur1'1a that I would co=nieate 
th h intonation to the seoratar;r thia eTeDing, I added that I had d1acourage4 
lLinhter Procope t roa goinc to B•• York to aee Purvia, lnlt that the 111n1ater 
~~:i~t aaelt to talk ri t.h PurT1a t011orrow 1n •ahingt.on. 

At the end ot our convaroation PurYh re.:ret.tad tbat he bad to r eport 
Mother d1oappo1nt•nt. 111 th the Bereulaa people. At a aeet.1ng of the Diraotora 
to~, aocord1114: to a menage Just telephoned fro• lfilaingt.on, the decision had 
been taken to retuee to accept a closing agreeaent. llr , PurTle will ~eak to 

t he Seoretar;r on thia point !hurtda¥ • 

• 
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TREASURY DEPARTMENT 

INTI:" OFFICI: COMMUNICATION 

DAn: Karch 6, 194o. 

TO Secre~ar.r rgenthau 
Mr. Baa • 

Unite • ut .. Sartnge Bolide SUbJect: 

Salee of 8aT1nge bollde have recentl7 been attaining reoord 
high leTele. 'l'he oath prooeede ot IUoh eal.ee aaounted to 
$418 aU11one in .T&n\1.&1'7 and Feb1'11&1'7 of th1e J'e&r, ae o011pared 
with $21~ aillione 1D the correepoll41ng aonthe of laet 7ear. 
!b1a !!10n17 ooets approx.t.atel7 2.90 perosnt and ooa .. in a flow 
which cannot be 41reotl7 regulated to t1 t in with the oath de­
mands ot the '1'reaeur7. 

I. D1etribllt1on of Se.T1J!Se Bollda 

SaYings bonds, ae I reoall , were originall7 deeigned pr1-
u r117 in order to eeoure a wider 411tr1but1cn or the publlo 
debt, and 10 et1aul&te a aore w14eepread 1Dterut 1n the tiloal 
atta1ra ot the Federal GoTernaent. In aot\1.&1 practice, however, 
t he great bulk of eal.ee (in terae of value) han prond to be 
rather conoentrated. Over the entire period rroa the ooaaence­
aent of eal.e or the bolide on Karoh 1, 1935, through lov•ber ,0, 
1939, 63 peroent of all ll&lee (baeed on faoe •ount) were 1D the 
$1,000 denoalnatlon - the l.argnt aY&Uable. 'l'here are no 4ata 
&ft1lable prior to the 78&1' 1939 on the proportion of bonde eold 
to peraone purohaa1ng the legal l1a1t or $lo,ooe. During the 
t1ret eight aonthl of 1939, however - the oD17 period for wh1oh 
auob data are avaUable - 42 peroent of all SaYing• bollde told 
(1n terae of face aaount) were purohaeed b7 peraona vbo bought 
t he full legal l~ t. 

It appeare, therefore, that the original obJeot1Ye eougbt in 
offering Savinge bonde tor ll&le aight be ae well aoooapl1ahe4 an4 
the 'frea1U1'7 epared the neoeu1t7 of borrow1ag a aubatant1al 
amount of h1gb-ooet aoneT, etten at tnoonven1ent tiaea, if the 
aaount of Sartnge bolide peraitted to be purollaeed b7 &Jl1 one per-­
eon were dr&etioallT redlaoed. !he • .., lia1 t aight applJ' eUher 
to the -ount er bollde purohaeed in a lingle oalendar 7ear (ae at 
preeent), or to the total -ount uld bf one pereon, irreepeot1Te 
or the 7ear in wtUoh purohaeed. 

II. Iatereat Rata en Sartye Bo114e 

When the7 were t1ret oftere4, J&T1118• bolide were pr1oe4 &P­
Pl'Ox1aatel7 in 111M with ether fre&IU1'7 eeour1t1ee (altho.P, U 
lhould be noted, t~aat their .-plete liqu141 tT reallJ aa4e ~ 
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noh aore att:NOUYe ~ 'h'eaA1'7 Mll4e, nea a~ tha~ uae). 
S1noe ~ea, the J'1el4 oa tea-rear fl'•AIT ltoa4a hae tallea 'br 
abou~ 3/4 of 1 poroea~L .U1ac I&Yial8 'boll4e V..ea4olaelf aore 
auraou,.. .a.aa other '~~"•nrr IM111'1Uee of MIIPIIZ'allle aann~ 
(s .. ~ aoo1 JoADJ'iDC uaz.~.) • 

!he Pl"eHIIt w14e UffereaUal 'beweea the ra~e o'b~'blo 
IQlOD Sa•iAS• 'boalle &.a 011 o~ ll&l'ke~ eefti'1Uee 1e pro'balllf 
neoeeearr ~o &011111'0 ~olr w14eoproa4 41ot1'1lnaUoa to .all •••ro. 
aull ...... ro oaa Hcn&ro a ret111'1a of fro. 2 ~o 2-l/2 porou~ trea 
the Poetel Banas• lr•t•, troa awal. oart111• 'b&Dlto, or troa 
UDf ooaaorolal 'baako, aa4 aar eoCNI'O aa nea larger ret\U'Il troa 
1neured 'bll1141Jag aliA loaa aoeoo1aUoae. 'l'h .. o Ntee are &Ya1la'ble 
enn on twado lot~ tor onlr liMn pel'1o4o - o1x aonthe generlllf 
lllft1oee ~o reoo1Yo ~· tl&ll ra~e. If !aYiqo 'boado are w ooa­
Unue ~o reoo1Yo a w14eoprea4 41etr1'bi&Uoa -.ong lllell. oaYere, 
\htflllllt bear a rate ll.1p eDOliP w ooapete with theee alteru­
Un appoMun1~1eo. I~ 1o -~ re-ell4e4, therefore, tha~ their 
preeent ra~e of return be out 4raot1oallr. 

It 1e ousgeo~ed, beweYer., tba~ ~he eebedule of 1 etep-upe1 1a 
the Y&luee of horeathr 1ollllo4 'bonde eho-.14 'be reY1ee4 oo •• w 
gin the Troanrr sr•~•r ... lll'&Doe tha~ 1t 1o reallr 'bol'I'OY111C 
ten-rear aonor aD4 DO~ oelllng 'boade whloh wlll be t\U'Ile4 111 tor 
rede~t1on earlier lf 1n~ereet ratee rlee.• 'l'h1e alght be aoooa­
pl1ehe4 if a portion of ~~ ret\U'Il were put la the fora of a 
epeolll •aatur1tr 'boao• ra~er ~ oproll4 out o,..r ~he lite of 
\he bon4a. A prooolleat tor tlUe aar be f o\&114 1n the oaeo of War 
8&Y1nge Stallpo 'ldlere 29 oonte out of the total en'bno•eat 1a Yal­
ue ot 48 ooah (ner a per1o4 of n .... rears and on • t5 etelq>) 
ooourred 1a the t1Dal -nth. 

Attaohllent 
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Present: 

Jlr, 
llr. 
llr. 

llai'Oh I, lNO 

15110 pa 

role7 
lulUftll 
Ire7 

III.Jr: 14, bare' • the last ohapter in the 
Indlana oaae. 

I Just ha4 a long oonYereation with 1441e 
Greenbawl. Je~ J'ral1k oalls hla up lll1d ..,., 
1 I - sending a an up to eee :rou toaorrow aorn­
ing. Will JOU see h1a,. Eddle sald, "Yea. 
What's his naaef 1 He ea7s, •rowler Harper. • 
He does not tell hla what 1 t is about. Re had no 
idea what it's about. 

8o Fowler Harper oaae 1n this ao~ to 
aee hill and said be had been tn1ng to see ae but 
couldn't. laid be eaw lulllnn , but he did not 
know whether 8u111nn had passed tbll ston alone 
to •· 

Bas be enr aeked to Me tbll 

Jlr:• 8ull1DJU Oh, JUI 

IW.Jr: 8o 1441e eaid, "'nowing lullinn 
as be does, he :tan be had passed it on. 1 

8o I said " han an organisation lwre 1n 
the 'fre&.UI'J kDOWD aa Iaternal!lnnas, whlah ukes 
innstlpUoa 'tlbn " think tbllre 1• ortat•l tu 
ens1oa &D4 this orpDlaaUoa is work1..r aow, aa4 
the ... for Jbo, 114er to •••, 1f Jlr, 114sr ._.,. 
to talk 1a 0111' rePH••nUUn 1a Iad1&Mpol1a• 
'fhat1 a last what be 414 not .at to 4o, bsoa•• of 
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certain political inplioatione and t hat they had 
given 11oner , which •s nothing i llegal , but tt.ey 
had given 110,000 t o '1'hoJD&e Corcoran t o be used 
in New York t or the election of Congreee1118.1l Fay. 

Mr. Foley: Who said t his? 

Hll,Jr: Harper Fowler said this to Eddie . 
I said, f eii , I had heard the story, but t he last 
time I heard it, it was $25,000 and I said that 
Corcoran had eo reported the st ory to Sullivan , 
but I had discussed it with you, Foley, and you 
d1d not seem to be bother ed about it. 

Mr. Fole{ : He has never menti oned it to 
me , but JOhn to d me. 

HlL Jr: So I said, I can' t help i t . I don't 
know whetfier it 1e t rue or not, but supposing I did 
see him and he told me this - - then what? 

Mr. Foley: What of it? 

HJ.\ ,Jr: What would I do then7 So Eddie 
oreeeed me a little bit. to see this man. I sai d , 
01fait a min \&e , Eddie. Let ' s get t h1e straight. 
I a m ..-ery much upset to think J erome Frank would 
send this man to you i n t he f irst place and, i n 
the second place , Sul.li van di d tell me about it 
and Sullivan tol d Mr. Fowler, at my request, that 
I would not see him. 

Mr. Sullivan: I gave h1m ll verbatim report . 

RK J r: The whole business? That you tell 
Fowler H&fPer he should keep hie nose out of this? 

Kr. Sullivan: I told him, in your words, 
•as a friendly tip, consider the door closed and 
let it droP' . 

HlL J r: After I convinced Greenbaum that, 
t1rst , I Aid not like this business and , eeocnd, 
I would not see Fowler Harper , I would not see 

364 

Regraded Uclassified



• Elder, that the pereon to talk to wae Sullivan 
in Ind1anapol1e, and that lddie would tell Mr. 
Harper, lllllke it Yet')' clear to h1m that he, Mr. 
GreenbaWII, did not want to haYe anything more 
to do with Fowler Harper. The thing I don't 
l ike about this whole bul1neu ie that Jerome 
Frank eends this fellow to Greenbaua and I, to 
put it Yet')' mildly, it 1 e about the worst taste 
I have enr heard or. So there she h! I 
don't like it at all. Do you? 

Mr. Foley: Ho. 

RK.Jr: And I Alii Yet')' much upset about it. 
Can you see any pouible excuse wh7 I should change 
1111 po81 t1on 1 

Mr. Foley: · About eeeing Elder? 

.:;::=~;~,.,:A;b:;:out seeing Elder or anybody. I 
never ~ • The matter is in the hands 
ot Robert Jackson now anyway. All the evidence, 
all the etutf is over t h ere and it's up to Jackson 
to decide whether he ie going to have the man in 
Court or not. 

Mr. Irey: Did the laet report go over to 
the Justioe Department? 

• 
Mr. Foley: !lo. I han not sent anything 

to Juetice. I got a reply to that letter trom 
Cla.rlt. 

Kr Irey: I sent a oopy or the memorand1111 
to ·Ed th&t I eent to you. 

HK.Jr: I read it all last night. 

Mr. Foley: I haYe aeen it. I have been 
oYer it. I spent three hours on it. 

g,Jr: What did you do with itT 

11r. Foley: I ,.nted to talk to you. I 

-
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han not replied to tbt letter Sam Clark eent 
to 111 yet and I thinlt that' e tbt next th1~ to 
do. 

Now, eo tar ae that atutt that came in 
thia morning, I muat aay I am a bit diaappointed. 
I think 1t that' a all tbtre 1e to eupport it it 
ien''t goi~ to conrtnce the Department ot Ju~tice. 

HlltJr: Well, you ( Irey ) llight ae well tell 
him what told you three-quartera ot an hour ago. 

llr. Ire{: '!'he Secretary told me the Yery 
same thl~ tliil you Juet said. 

HI,Jr: I sent for Irey. 

llr. Irey: Almost the same words. 

!II,Jr: 'l'hat' a why the whole thing hae up-
eet me eo. I had Irey in three-quarters ot an 
hour ago. 

Mr. SulliYan: I was with llr. Foley, Mr. 
Xadu and ill'. Leiiilng about an hour ot the three 
houra tbty went oYer it and my reaction was the 
e&JDe. 

lll.Jr: 
anything until 
aind. 

But I told Irey I would not aay 
I let Ed Foley 118lte up hie own 

llr. Foley: I checked it against the tes­
timony, you see, before SulliYan on the 14th and 
the th1ng that etruolt ae, Elmer, 1e that hie con­
cluaiona 1n that letter to you are not borne out 
by the teat1aony before h111 on the Uth. Now, 
I will ahow you •••• 

Mr. Irez: I would 11lte you to ehow •• 
I d. 

llr. Folel: !hey Juet don't at and up. 

.... lul11Yan: lpeoifioally, I can g1Ye you 

3ss 
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one, El.Mr. 
monr ••••• 
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You re~~ember there wae some test1-

HK Jr: Gentlemen, I am Yery, very tired 
and th1e thing hae hit 111 kind of low , beoauee I 
don't like all this baok- door stuff, ·M:r God! For 
Jerome Frank and people like that, don't know, don' t 
haYs the Judgment to knoll' when to put the preeeure 
on - - but that ' e flr1 Job, But I think, in view of 
what'• happened and everything and :rou fellows have 
spent the time, I think :rou had better ban a con­
terence tiret and let Mr. Helver1ng read that thing, 

Kr, Irey: He hae read it. 

III,Jr: And then have ~~eetinge. But I told 
Elmer f1r1 own reaction, but I did not want to preJu­
dice ••• . • 

Mr. Foley: You and I have not talked all day 
and I did not get it until thia morning, 

HK 1Jr: I thought it wae a wash-out. 

Mr. Irez: We can have a eeeaion with Mr. Hel­
ver1ng, the four of ue, without bothering :rou. 

HK,Jr: I think you should. If that's all 
•e haYe got, • ell, it Just looks like a fieh1ng ex-
pedition to me. But that still 1s no reason why 
I ehould eee Mr. Elder. 

Kr. Folez: Mo. 

Mr. Ire::r: Mo. 

Mr. Sulliva~: Mo. 

fll J • And what I don't like -- I have to 
get it oft ~;. cheat, and ~~~~d~~~o~\~:: 
leu courage to be brave 0 oran and Eddie Green­
the bringing i n of !011111t 8 Anoro.d JeroiiiB Frank never bawa. I don 1 t like i • 
ehould baYe eent Harper up there. 
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111-. lolu: I think tbat1 e right. 

JIIWtl'l 'l'he onl:r r11ult 11 1 t 11 going to 
aalte •"""'iO'iiiher and I han to be careful to be 
ta1r. 

· 'te FoleY: Well, 1neotar ae 'roa 11 oon-
oerned, b&e not IJ)Oken to • about 1 t. 

Ill Jr: I would not tallt to hla. •oroa, baYe 
:rou ta~tii'ito,ooo. • And the etor:r :rou, 8ulllYan, 
heard .U t2s ,ooo. 

111-. Sul11nn: lo, he nner got an;rthlng ot 
1t. lo. lot ae I got the etQr7. 

Well, but the amount wae t2s,ooo 
that euppoeed to baYe ginn •••• 

Mr. Sull1Yan: •••• to aomebod;r elae. 

HM Jr: o. 1. N1oe lot ot people! I et1ll 
bel1en St a Liberal 1e not a liberal epender. 
I aa oonY1noed I - a Ooneenati'l'e, and the Franke 
are Liberal and I - Juet Ooneer...at1Ye. 

I - upeet onr tble. 

oOo-oOo 
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!C'Jr: 

01'lera tor: 

Ca'ltP.in 
Coi Una: 

:!''Jr: 

"• ... . 
::-· Jr: 

c: 
!!''Jr : 

C: 

!t''Jr: 

C: 

!r'Jr: 

,., .. 
!TI'Jr: 

C: 

!!!·'Jr: 

"· "· 
l>' •Jr: 

. . 

Hello . 

Captain Collins. Go ahead. 

Hello . 

Good Morning, eir. 

""J'Oh 6, 1~ 
1015J &o!ll o 

Hello , Coll ins. Coll ins, this me~orandurn thPt vou 
gave me on powder • • • ..• 

Yes , elr • 

• •• ••• , Indianhead •• .... • 

Yes, • sir. 

••••. • please find out between ~Q~ ~done o ' clock, 
does Indlanhead Make t he same~~@f as Du~ont . 
It ien• t olear, you see . 

Yes , sir • . 

369 

up t o 25, 000 !>OUnds a day won 1 t leave 
muoh for Du?Qnt. 

No. Well , of course • •• • • •• 

But we're t aki ng four month's production avay from 
Dupont. 

Yes, eir • 

And -- and only giving the English part Wha t they 
want, Now , if Indi anhead oould go up, then the Navy 
could release still mor e t o t he English. 

That 's right . Yes . 

If it'e the same kind of powder. 

I ' ll oheak on that right away, s ir. 

You get the eignlt1oanoet 
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ll!'Jr : 
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U • 

~'Jr : 

C: 

~·Jr : 

~fJr : 

~ . .. 
~. .. 

c: 

... 
" 

• 
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Yes , s i r, I do. 

1/ha t.? 

I do , s1r. 
of my mind , 
1s t he same 

I -- I don't know but -- 1n the back 
I may be wron~ - - I do not believe i t 
!JOWder. 

\'lell , 1t' 1t 1en •t t he sa"'e nowder • . 

Of cour se , t hey have -- they ~ re .. r v anxious - ­
I do kno~' also t hey are very l'nx 'ltts: o~ course , 
to kee~ Du~ont work1n~ . 

\fell, hell , at 6oo t housand QOUnds 1t takes Dunont 
four '"\Onthe. 

':'hat' s right. 

10lT tThat the Enlllish 1~nnted was f our nillion T)OUndo . 

That ' s r1ght . 

And t hey' re only gett1n~ 6oo t housand out of Dupont. 
:lotT, 1f Indl.anhead -- thn t• s Just 11hA.t t hP Presi dent 
had in mind -- if Indianhead c~~ nr oduce more t hey 
oould release still "'or e . 

'l.hat ' s r ight . 

But if it' s t he sa.,e 1:1nd of .,owder. 

All r ight . I ' ll check on t hPt ~~n h~ve 1t f or you • 

!!ow, t he other thing , in r egard to t his nat ter you 
~entioned t o ~e about hA.vln~ t hese En~l!sh -- I 
mean , ai~lane neo~le over and hold t hese nrel1.,1nsry 
neetin~s at your place . 

Yea, sir. 

And -- I t hought a lot about t~ t and I told Purvis 
t h ie morning , in talkin~ with him on t h i s ~inni8h 
t hi ng, that I think t here ' d be much less gossi p 1n 
»ew Yor k t han t here ~uld be here • 
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H:'Jr: 

C: 

~'Jr : 

~ . 

~ -

~"''Jr: 

C: 

,.. 
~ · 

C: 

'H' 'Jr : 

c: 

C: 
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And th~ t I suggested t o him t hnt he hold these ore-
11m1nery meet1nr>s until he knows •:hat he trants it1 th 
the a ircraft 1ndu~try in " ew York and t hen after 
they -- they see thei r way clear -- or When they 
need more advice , come down and see ~ou or me . 

That' ll be-- tha t •s all right ~11th me , s1r. 

Because -- tlell , i t - - I have a hunch on 1t end I - ­
and I ' m QUite right t hAt my hunch is r1,.~t that we 
are only asking for trouble by s itting ln. 

u,.,-h!:l, llell ot course it is r-oinP.: to - - 1t 1s going 
to be one of those jobs thou~h that eventually so~e­
body has just elml)ly I?Ot to bear do~m bn t hem be-
OA.use • ••••.• 

Wpll •. . . . . 

••••. • these English, n~~rticularly , they -- t hey ' ve 
got to be pushed and not led in thla t hing . 

Well, let' s -- let ' a let-- Purvis said t~At he had 
been t h inking it over and he was ~oing to ask me 
•rhether it would be agreeable t o hold the l)rel1minary 
meet i ngs in Netr Yor k , a nd I 11 much r ether have ther~ . 
And then when t hey -- '~hen they can't get l<hat t hey 
WPnt let t hem come e nd see vou. 

Aye , aye, sir. That ' s -- that' s ~erfectly agreeable 
t o me, sir. 

Bub ~here has been or1t1cis~ around the town -- rossin 
and all that -- and I ' d 11~e t o keep the ~reaaury out 
ot it as much as noes1ble . 

Yes , sir. 

And I ' m going to see you at one . 

Aye , aye , sir. 

Thank you . 

'lbanlt you, sir. 
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:!erle 
Cochran: 

H''Jr: 

c: 
'l''Jr: 

"· v . 

t."''Jr : 

0: 

'>1·!Jr : 

c: 

C: 

~'Jr : 

C: 

n·"'Jr: 

C: 

ii!!Jr : 

C: 

Yes, l.fr. Secretary. 

l~arch 6 , 194o 
11: 22 a.o. 

~1111 you cell up ~!r. Proc . ope ••.•• • 

Yeo. 

312 

·····.and t ell him thPt the only olece t hat we could 
get him the 150 pursuit ?lanes and the 36 light 
bomber s .•...• 

Yes . 

•• • ••• would be !! the Allied Purchasing 'Hssion would 
be Willing to r elease orders Which t hey now have on 
hend. You see? 

Yes . 

I have put that up to ~!r. Purvis this morning. 

Yes. 

\'Thsther they' d be will in"' t o release any of t hei r 
P-34 •s - - Curtis P- 361 s which are coming through 
very f as t now. 

Yes, sir. 

Or any of t heir l~art1n or Douglas l11!"fl t boGibers. 

Yes , sir. 

He or om1sed to t ake it uo a t onoe and will letme -­
give me some kind of an answer in a day or two. 

I see . So you have already taken it up with Purvis . 

Ha ve already taken it up with Purvis , but outside of 
that there bas been no place -- no way of getting 
it for them unless the Allies are willing to release 
them. 

I see . There's no ohanoe on our ovnt 
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c: 
!!l!Jr: 

C: 

c: 
~~Jr : 

C: 

C: 

~· v ' 

C: 

~·Jr: 

C: 

!!l'Jr: 

C: 

• 
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Abeolutely none 

I eee. 

And - - and the planee th~t have ~t to be releaeed 
are Frenoh olanee . They are all nlanee on order tor 
Franoe. 

I see . 

See' 

Yes , sir. 

So that 1 e that. And t he other t hing, at 2:15 toda:r 
I have t o ~ke uo c y ~ind about oy ~inancing and I'd 
l i ke you to give ne a freeh report on t he Englieh­
Italian d1scuseion and •..... 

All right , sir. I was just in t his lit tle otfioe 
now going to call Raber over at the State Department< 

It I could have it right aft er two o•ol ock . 

You ' d r a t her have it then t han before? 

Around t hen -- atter -- or r~ther between two and 
two- t'1fteen. 

All right , sir. !' 11 be her e at t ha t ti~e. 

And-- T mean , 1t it ' s any-- well , if-- whatever 
the situation ie I ' d like to have it . 

I eee. I have two or t hree thinge I'd like t o show 
you if you get any chanoe . 

No , nothing before lunoh. 

Go Al l i ht i F!ne I'll tend to th!e thlng. od. r g , e r. • 

One-way tratf io t hie norning. 

All right, tine. Nothlng urgent. Goodbye. 
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Operator: Oo ahead. 

!!"Jr: Rallo. 

Jlarriner 
F.ccleo: Hello . 

"''Jr: Hello , Harriner. 

~ : Hello , Henry. 

Ma!'ob 6. 194o 
2:22 p. e . 

~:Jr: Harriner, we are about ready to make up our t:linde 
on thie note. 

E: Yeah. 

~·Jr: And it looks like three- quarters of a percent . 

E: Yeah , well, are you interested in knowing what 
my diacueeion w1th the Board 18 on i t? I calli' d 
them together about one o 1 olook - - twelve- thirty 
to -- to explain the thing and •• • .• • 

'!''Jr: I ' d like very muoh to know. 

374 

E: And we came to exactly the same conclusion on t het. 
I told t hem that I thought you oight call and I ' d 
like t o be able to report to you what their feelinga 
were. 

i!! 'Jr: Yeah. 

E: And it you wanted their reoomnendation it would be 
• that the thing be priced a t three-quarters of one 

percent Without an interest adjustment. 

ln·!Jr: 

E: 

H'•Jr: 

That that•a absolutel y in aooord "'-tb what we 
haYe in mind. 

~hat lt looks like the way that -- yesterday it looked 
like tMn UJ haYe to be a little intereat adjuetaent. 
It wae pretty thln . 

Yeab. 
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JT 

SEcrEtary of StatE , 

Was hington. 

297, March 6 , 7 p . m. 

GRAY 

PARIS 

DatEd March 6, 1940 

REc 1d 5:15p. m. 

FOR 'IRE TREASURY FROl! liA TTae:YIS • 

375 

ThE F"I'tnch financial prEss has of cours E published 

swnma1·iEs of thE rEvi sed KEynEs ' plan l'li th Explanatory 

commEnt. Whil E thE gEnEral tonE of such commEnt is that thE 

mattEr is a n intErnal British quEs t i on thErE is a no t icrablE 

undErtonE of "rEservatio n" and skEpticism a s to its practi­

cability : i t is charactEr i zEd as .a " f orcEd loan" i n a countr y 

which ho.s always chErishEd its l ibErtiES i ncluding thE 

"libErty to own, to invest end to savE" which would be 

turnEd ovEr · ·d1rtotly to thE Bri tish Govtrnmmt• undEr thE 

KEynEs' plan . (END SECTION ON E' ) 

MURPHY 
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JT 

StcrEt&ry of StatE, 

Wnshingtm. 

GRAY 

PARIS 

Dattd March 61 1940 

Rtc 1d 5:18 p. m. 

297 1 Karch 6 , 7 p .m. (SECTION '1\';o) 

376 

This cri t i cism, howEvEr, rtgards nEw solution of financing 

thE war which hEr ally might SEEk - and no Frtnch commEntator 

vEnturEs to offEr an altErnativE mEthod - is motivattd by a 

VEilEd anxiEty lts t th£ Frtnch GovErnmEnt migpt bE tEmptEd 

to considEr a similar systtm - which ntEdlEss to say would 

bE rEpugnant to Frmchmtn of all classEs . AGENCE ECONOMIQUE 

ET FINANCIERE says frankly i n this connEctim "onE final 

rESErvation : EVEn i f thE KEynEs' plan is workablE i n tht 

Un1ttd Kingdom i t is doubt fUl if it tvEr would bE i n Franc£: 

f or tht solE rEason that this plan i s not simplE . In tht 

country of DEscartEs (forgivE thE ol1oh£, but FrancE is 

. rtally th£ country of DtscartES) clarity is thE f i rst 

virtuE of any systEm. 

llURPHY 

NPL 
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JT 

S£cr£tary of Stat£, 

Washi ngton, 

GRAY 

PARIS 

DatEd March 6, 1940 

Rr:o 1d 3 :20 p , m, 

297, Mar ch 6 , 7 p , m, (SECTION THREE ) 

37 

Th£ small savings class among us would not undErstand this 

compulsory l£vy, thESE blockEd accounts, this d£f£rr£d con­

sumption, th£s £ r£paym£nts by 1nstallmmts . What would br: 

acceptablE to th£ English i f DEEd b£ would not bE accEptablE 

to th£ FrEnc h , " 

Today ' s JOURNAL OFFICI EL carriEs a d£orEE suspEnding 

unti l six months aftEr th£ war customs duti Es on cErtain 

sp£c1f 1Ed iron and stEEl i tEms, i ncluding ingots, blooms , 

billEts , s h EEts , bara , and r ails • REstoration of th£ duti ES 

may bE £.ffEot£d by dEcrE E prior to thE six months post- war 

pEri od~ 

MURPHY 

NPL 
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JT 

SEcrEtary ot Stat£, 

Washington. 

GRAY 

PARIS 

DatEd March 6 1 1940 

REO I d 3 120 p.m. 

297, March 6 1 7 p.m. (SECTION FOUR) 

318 

Dautry, thE MinistEr of ArmamEnt rEplying to criti cism 

i n thE ChambEr y£BtErday that agricultural labor nEEdEd in 

thE fiElds 111 bEing kEpt 1n thE munitions factoriES statEd 

tha t whilE thE privatE armamtnt f actoriEs bEforE thE war 

EmployEd 1 1 230, 000 workmEn this figurE fEll to 6201 000 on 

mobilization and has a1noE riSEn again to approximatEly 

1 , 200, 000. ThErE arE today, hE said, in all armamEnt factor­

its but 11, 390 farm laborErs and rural artisans . HE said 

t hat hE had rElEasEd for varying pEriods a total of somE 

231000 agri cultural laborEr& and that hE proposEd to givE 

additional tEn day lEavE pEriods tor crop sowing. 

(END OF IIESSAGE) 

KURPHY 
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GROUP IIBBTINO lfarcb 6 , 19<W. 
•aoo p.m. 

Preaont z 

B. loi. Jrz 

Gaston I 

H. Jl . Jr: 

Gaston I 

Sullivans 

Gaston: 

Thompson : 

Gas ton : 

H. M. J rz 

Gaston a 

Kr. Gaston 
Kr. Sullivan 
Mr. Graves 
Kr. 'lbompaon 
Kr. Sclrn.rz 
Mr. White 
Mr. Cochran 
l4r, Harris 
Mille Chauncey 

I gueaa you thought I had given you fellows 
a chance to get acquainted, 

It ie nice to know you are here, 

I have had a financing. It 1s f ive years, 
three- quarters of a percent, Rave you got 
anything, Herbert' 

No. Perhaps others have told you that your 
name wae mentioned on t ho " Information Please" 
program last night . 

He waa on the top of tho team. 

Asking for the nlll!lea of father a and sons w1 th 
i denti cal names wbo are in t he same line of 
effort. This waa statesmen. And Frederick 
Lewis Allen, who wae the guoet , named Henry 
~orgonthau and Henry Mor genthau, Jr. as father 
and eon s tatesmen of the same name. 

How lllUcb did he win, t wo dollars or something 
like thatf 

No , they don't do that. 'l'he person who supplies 
the question wine ten dollars and a set of En­
cyclopedias if i t 1an't answered corre ctly. 

What "elee, Herbert' 

Herbert Feis oalled up to conault ua about tho 
nature of a replJ they sbould make to Smator 
JUmer 'l'hallas, who sent h1m a copy of his bill 
for redJ.stribution to the nationa of the world 
about gold stock. 
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H. M. Jr; 

oaaton; 

H. I!.Jr; 

Gaston; 

H.lo!. J r ; 

Gastonr 

H. L! . Jr; 

Gaston; 

H, !t, Jr; 

Gastonr 

H. ll! ,Jr: 

Sullivan; 

H.M.Jra 

Sullivan a 

H. U. Jr; 

- I -

That same letter came hera. 

Yea . I called Harry White and I !'ound that 
our letter didn't ask !'or our opinion on the 
bill but merely warned ue that Thomas wae 
aak!ns Chairman Wagner to ask ue !'or an 
opinion and I called Fais back and round 
that that was the way hie also r ead and we 
agreed that we would silllply reply to Thomaa, 
thanking h im !'or a copy of the bill and saying 
we would do what we could when the Chairman 
asked us to reply to 1 t. Pels &leo asked to 
be advised a bout the nature o!' our reply when 
we got ready to sand it and I agreed to do 
that a!'ter consulting Harry White. 

D1d you tell Herbert Peia I am not going to 
do the Braz111an Steel 11!111! 

No, I di dn't mention 1t. 

We turned that down. 

I haven' t anything else . 

You are still right. '!here are no submar1nee 
1n the caribbean. 

No German submarines . 

Yea . 

That was interesting about that ship that 1a 
to arrive 1n trew York tomorrow morning. 

Yes. 

Hercules called Mr. Railing at ~a40 and advised 
h1m that 

It is now 4;05 . 

That 1s right. They called at ~;40. 

And I say 1t is now t1ve lllinutea past 4a00. 
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Sullivuu 

H,II!,Jrt 

Sullivan: 

I!, l!,Jr: 

Sullivan: 

H.k,J r: 

Sullivant 

B.M. Jra 

- s -

Yea, r waa delayed in gettins th1.e report 
to you. 

I didn't know you were (ICing on a t1me schedule. 
I don ' t know what the significance ie, but 1t 
JOU are going to be eo preohe, I just want to 
equal it, that is all. 

And they told h1m they had decided not to enter 
into ~ closing agreement and that they would 
be unable to enter into a tranaact1on with the 
Br1t1ah Purchasing Collm1aa1on because we, in 
our cloeing agreement, were reserving the right 
to make the closing asre•ent subject to t'llture 
chanoea 1n the law which would happen re~­
leee ot whether we put it 1n there or not. A 
tew days ago they submitted a tentative closing 
agreement that has that prov1e1on in it them­
selves. Willer, the fol'lller Chief Oounael ot 
the Internal Revenue Bureau, who is counsel 
for Herculee, knows very well that .whether it 
1e 1n there or not it happens. A future change 
1n the law will change a closing agreement and 
the only way we coul d get around it 1a amend 
the constitution. 

It 1a entirely worth while. 

I should th1Dk that 1n view ot the t1llle element 
it would be quite ditf1oult. 

All right, what else! 

There waa sent to you a letter by Senator Barril 
aeldng tor an op1n1on on a bill to pel'!llit con­
tributions and gifte to the Republic of Finland 
to be deducted in cCJIIputing income taxee to the 
aame extent that chari t able oontributione are 
deducted. '!'be opinion 1e that the bill ehould 
not paae. I aa not eo eure that the reaaone 
tor it are the beat that we oan think or. I am 
wondering whether you want to have that held 
up for a little while. 

You bad better talk to Den. ~ ri~o:m:rth1ng 
or bad me eigll aCJIIethins on a .... o e 
bUla. 
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Sull1Yant 

B. loi. Jr t 

Sullivant 

H.K. Jrt 

Sullivant 

H. II! . Jrt 

Sullivant 

CoohN.nt 

Coohrant 

Whlte t 

B.lf.Jrt 

B. M.Jrt 

Cochran a 

B.II.Jrt 

Co d:l.rant 

.. 

-.-
Vef7 wll. 

Look. 'JOU and Dan get together and wbatenr 
the two or 70u agree on ia ou 7 111121 ... 

All right. I told tbe Pinniah 111n1ater ,.aa­
terd&'J when be approached me out 1n the other 
1'00111 - he asked 111e about righting t'lmda tor 
P"nl•nd and I t old h1lll tt:.t we bad no dia­
oretim under tbe law at all and that could 
not be included. 

llbateYer 7'0U and Dan decide 1a 007 With ae. 

verr well. air. 

~thing elaet 

Nothing. Pinaent was juat down talking to 
Hal"f7 llhite. 

382 

Oh0 on tb1a - well 0 did I break up that meetinst 

Well 0 it wu pr&ct1call7 onr. 

What elaat 

I ha..-e a JHaaase rrom &tterwortb on th1a -· 
Sir HIIIU"7 Self'. ( JIU"cb 6 • 1940) 

There -• a cablegram· rrom Br&&il about Aranha· (Mar. 

It baa got to be on or orr b7 the sixth. 'llb1cb 

1a itt 
'lhe7' are atUl telepbonin& between the State 
Department and Br&zll. Do ,.ou want to aee the 

••aageT 

Cll0 I don't tbSDk ao. 

I --.' t sure that _. 1n acool'danOe with tba 
P"•• atol"J• !!Ill preaa 1nd1oate4 tibia .all 
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Cochran: 

H. !.! . Jr : 

SchTtarzt 

H. U. Jr: 

Schwarz: 

H. :I. Jr: 

Schwarz: 

B. !!. Jr : 

- 5 -

~!~n~ing to be definitely in charge of avia-

It is a ll right. Anything el se? 

No , s i r. 

Cllick? 

Captain Collins supplied the compl ete informa­
tion about that matter of airplanes and I 
have gone into i t . 

Give i t to me so I can ge t it now. 

Colonel Leonard S. Horner, of Hartford, Connecticut, 
at the moment 18 in Hollywood. Be 1s Chatman 
of a committee that baa been set up by the 
National Academy of Sciences at t~e request of 
the Vlar Department on a ~50,000 allotment to 
study the cost factors that go into airplane 
engines and accessories as they are related 
to increased production and the tmi t cost re­
sulting from increased production for the 
armed forces o f the United States . 

Did you give that to the boys? 

Yes , sir. 

You see, Amold r-ent up yeeterday and teetified 
and he was here fo 1• lunch. He claimed that 
his teetimony was m1eunderstood. He didn't 
say they were prof i teering. He denied they 
were profiteering. Be said the cost is more. 
Fortunately , I had Admiral To~ers there and I 
said, "Now, le t me ask you a question. Take 
the curti ss P- 36. I want to buy it t oday 
with the same horsepoYier, same equi pment. 
Will I have to pe,y one dollar more today for 
i t than I did last yeart They both agreed 
I wouldn ' t . He said, "Ob, but we hav~ more 

h and we bave more f i ring - - et cetera. 
orsepower t • Be said 

I said, "Tbat is a different s ory. w , 
"I tol d thee they weren't profiteer ing. 
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Gaatonl 

Schwarz a 

H,X,Jra 

Scbn:raa 

H.II,Jra 

s~. 

B,ll,.J:rl 

- e-

'!he boJ• b&w 'be• oall!q vp aDd aa71JI.K the 
.,rsctbau atoi'J of 110 protlt•er!q b the 
llil'plane 1D4'aetJor 1e WI"'DI• Well, I dOD't 
want to set into th1a th!q, Tbe:re are two 
th1zlsa, ODe 1e tbat the War Depa:r'-t hila 
a oolalttee now atud.Jing thh ••1'7 thlq, 
Amold ahoote ott hie -outh, that b mwber 
qne, •u.ber two, Adlli:ral 'fowera ot the •a't'J 
aa1d there ia no protiteer!q and J'01l can 
baJ the pl&De tor exaotl7 the .... price 
toda7 JOU could a ,ear aao, t or the -
t7Pe ot plane wi til a better eq1ne. 

1'b8ll J'OU ~ baJ1D6 a better tJpe ot pl&De, 

~t the7 a:re buJ1Dg ie liON plane, -o:re 
ga4&et.. I went all t~ t hb thing with 
Amold, D1d J'OU aend h1a onr to aee Toweraf 

Yea, al:r, 

I hope he seta a good reception. I have de­
cided 1t thq want 1UQ' 1Dtonation trom now 
on I wUl hll•e one lla't'J aan and one .Azw1 .an 
and ... that the7 set together. We didn't 
elt down before 'fowera jWIJ)e4 right down 
.Aaol4'• throat and aaid that atat-t he 
•de •• Cl'U7• Al'llol4 add ha d1dn't e87 
that. 'lh87 uked h1a ~ tha7 aboul4 Pll7 
liON tor the •- -bar of plane• tbia J'e&:r 
than laat 7ea:r and he eaid tbat woal.il be 
protiteertns. Ba•e it on a litt le piece ot 
s-~~er. U tb87 aak ae ~rrow, I - SOiDs 
to ea7, •OeDtl_, here 11 a com81ttee aet 
vp bJ the War ~t to llllke thie •tud7 
and I will :refer JOU to tb-. • 

I will ban it all written. 

I will do thia peraon•ll7 • -t alae, Cldokt 

!bat 18 .u. ~ 1a peaoeable. 

~-
... ut 

384 
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Harrie t 

Harriet 

B.M.Jrt 

Vihitet 

H.K.Jrt 

Whitet 

B.K. Jrt 

• 

-., -
We are going to bold an open hearing next 
Tueada:r 1110ming on that F1she17 •tter that 
CongreelllllaD Brewater and those other New 
England Congreumen rahed. The:r have asked 
for a hearing and we have set it tor next 
Tuesday morning. 

An;rth1ng eleet 

lfo. 

385 

'lhe letter tran Senator Tho•s which ;rou eent 
to ue doesn't call for an answer unless ;rou 
want - be;rond an aelmowledpmt and a state­
ment that you wUl be glad to aubldt JOur 
report when the committee asks tor it, unless 
JOU want to give him a report. It 1e the COIII­

IIIittee that will ask JOU• Do you want to give 
h1m ;rour oomments on his bill. or do :rou want 
to wait until the committee sends you the bill 
tor oo11111entt 

What I 'IIOUld like you to do 1e prepare a state­
JIIIInt for me. If it 1e a good one and a strong 
ooe, I think I will uae it, you see. 

Well, I take it you u.pl;r tbat it would be 
oond..m&tol"J'• Some or the things, :rou migllt 
no t w1 ab to comdllllll• 

I don • t know. For once I agree w1 tb two 
editorials 1n the Wall st;reet Journal today, 
the one on the tree d1etribution of gold and 
tbe other one on our retund1ng, both of thea 
-pl1lllentar:r. 

I have it 1n llll ort'ioe. I will look at it. 
I d~'t see it ;resterday. 

You om baYII th1e coe. 

I ba'N it. 

'rr7 JOur baD4 at it, Ba.J.or:r, and aee. 
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Well, the report which you will give the 
committee will have t o be a judici ous evalu­
ation of i t , which would - and I thlnk it 
would be beat to avo i d eend.ing Thomas one 
directly, because I don 1 t think i t will be 
as spapatbetic as he thinks 1t will be or 
hopes it 'ld.ll be, eo if we could juat send 
h i m a note ea;rlng that you will be glad to 
subl!llt your views to the committee, I th1nk 
that ie really all that ie necessary. 

All rlgnt. 

Here 111 the memorandum 'llhioh --

But I would rather not go up to the connl.ttee 
i t I oould get out of i t . 

I don 1 t th1llk this calla tor your going up. 
It ca lla , ae I underetand it, for your 
written comments on the bill, 

I aean, juat keep this in mind. By sending 
something 1n writing, if I could keep from 
testifying, I would like to do i t . 

I had assumed that that •• what you were 
going to do, was to t ry and not testlty. 

What else, Barr;rt 

Here i e a memorandum - tbie meu of eturt on 
Clrl.na and the reason I 11111 calling your at ten­
tion to it now ill that I think you ought t o 
see ur. Chen on the transportation, because 
trelght is piling up there eo that the ques­
tion become whether o r not - I think you had 
better ask Chen some quaet1ona. 

Let 11111 tell you what happened. Mr. Ghen 
brought 1n Mr. Sheahan. 

This 1a hle report . 

U 1 t rq teiiPer at h1m be-
And I praotica J 08 and give me a 
cause he started to bon me 
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lot or 1111a1.nro~t1on, tried to paint the 
pioture entire~ too rosy, and I just - well 
¥1" . Chen -• here and I tb1nk - I want the ' 
unvarniahed facta. Ir I aa going to be 
helptul to China I have got to hue the facta. 
So therefore, I aent tor Puloaton and told 
Puleaton to take Sheahan downata1ra and that 
1a where he 11 now and Pulea ton 1a gi v1ng h1lll 
the thi rd degree. 

I aee. Well, that ia what should be done. 

Wbat I aa <1oing - beoauae I llll going on the 
aaaUJ~~Pt1on that the atutr 1a 1110v1ng, but they 
are having great difficulty and I have cabled 
to the Consul at Rangoon for th.e facta on 
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the r1•er transportation. Now, they are not 
ua1ng 1t and the reason I think they are not 
ua1ng it 1a that ao111e local political situation -
but they could move a tremendous 81!1ount of 
tra.t'f1o up the Irrawaddy River and - get it all 
within a hundred m1lea of the back door or 
auna, and they are not ul1ng it at all. 

Then there would be no use of your looki ng th1a 
over beoauae the conclusion of this 1a merely 
tbat you ought to investigate. I mean, our 
conclusion ia that you ought to investigate 
the a1 tua t1on. 

Would you aond that <1own to Puloaton rigllt away' 

Yea , I will aend 1 t to him. 

Will you, because he ia right at that now. 

I think he Jmowa about it . 

'l'bis tellow -

Sheahan went to the hotel to got h1a note• be­
tore he talked with Puleeton and then he ia 

oomin g ba o1t . 

I talked to him and told him about it. we 
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bad IICIIIII tlprea n were o011par1Dg. · so Pulea­
ton, I tb1Dit, 1a oopl&ant ot the taota. But 
thia 1a Sb•ban•a own report. I th1Jik be baan•t 
bad th1a. 

I whb ;you wolll.d -d 1t down, beoauae I think 
Sheaban ia juat a ao and ao. 

The Oonaul --

Wbat ia hie first n ... , 

Yea. 

Jlaurioe, 111n't it, Jl-a-u-r-i-c-e! 

I know another Sheahan tbt.t oorreapo:Dda with 
that. I woDdered 11hether it would be the -
tellOif. 

In Une with 11hat ;you aa;y, Jlr. Willie R. Peck, 
Counael ot tbe ElllbaiiiiJ at !21ung nans. 11&711 the 
report b7 Sheahan ie over-opt11111atic. 

I just gave ~ hell. 

Here are tbeae lettera that JOU uked • to aee 
J'OU abollt on that 

You ata;y beh1Dd. 'lh&t 111 all! 

That 1a all. 

Jfothing, except I would like to thank JOU tor 
a1gn1ng that letter. 

,.nk Jldl~. 

I have notbin8· 

Have,ou~ 

Jfo. 

o. Jt. 
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RB OJSII r•rr llarch 6, lSI'<>. 
2&15 p.a. 

Preeenta Jlr. Bell 
Baa a 
Hadler 
nots 

Klotz : 

B. M. Jra 

Belli 

a.~.Jra 

Belli 

B. X.Jra 

Bella 

H. U. Jr: 

Bella 

Baas: 

Klotz: 

Bell: 

• llr. 
llr. 
lire 

Good morn1ns, gentl11111en. 

That doesn't s ound like rou. 

Did ,-ou know I wu here tod&rt 

I heard ,vu were t•k1ng a vacation ~ia 
.Orn1Dso 

Right here at rq deale and I got .,re work 
done. 

Did rou go boraeb&clc r1d1Ds thia mornlngt 

Until 10 &00. 

It waa a nice morning. 

Wall, Professor Bell, did rou apeak to Sir 
Eo cleat 

I haven't been able to get Kocl ea . 'lbe:y thouabt 
he would be baclc before 2a~. 

• s i r Eccles.• 

~ttle Sir Eccles.• 

He didn't call • laat n1&Jlt. 'l'he:y aid he 
would be back bJ 2&30. I talked to Rouse 
at 12&00 o'clock. He aa1d the a1tuation ham't 
changed -teriallJ. The people with wba. he 
talked attar ~100 o'clock :yeaterda:y all re­
llended the three-quuotera and ~•1 all tbought 
it would sell aollewb.ere around a point. The 
ri&Jlte are ott, I tblnk, a little th1B morning, 
aren't theJ, Ba4lert 

Yea, lalq are ott aboUt two·; 'ftle:y dropped ott 
ab011t o&aOO earlJ 1n tbl -l'll1na and thm theJ 
.. e baako &c.e Of the 1.naur&nCe coapanlU 
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ba..,. been aelliDg their r11!hta all4 bu:r1Da 
long bc:nda and that baa added to ;reaterday' 8 
mov•ent and put the long bc:nda up another 
quarter of a point on top or ;reaterday' a 
riae of about three-e1ghtha. 

You aee, I thought th1a all out . I want to 
give :rou an elqllanat1on. We will f 1rat do 
1t th1a -y and then get the bonds up and 
when we get a n1ce bond market --

If :rou can eave an eighth of a point 

Do you want to announce tbatT 

It 1a a caretully thought out plan, aee . 

'lbat 1a prett:r good. 

Well • you are getting aa good aa the Britbh. 

Oh, I am better, I hope. 

The fellows who bave got the Brit1ah aecurit1ea 
don't have an option. 

I Yin rq ware. 

Well, te.porarily. 

Well, I have wen for six yeaN. 
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Tba t 1a right. 
You never have 
JQotsT 

You have to keep fighting, though. 
peace. I an't that right, Kra. 

Yea. 

Dan, on th1a Gulf 011, waa everything peacetulT 

In tn1a coanection, yea~ 

... itt 

Yea. 

Aa betYeen tb• md the hde~t 
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P." . Jr: 
··e.rr1ner 
::coles: 

H.'· .Jr: 

:: : 
t• . •• • Jr: 

~ : 

;: . •. J r: 

H.'· .Jr : 

!: : 

u. ·· . Jr: 

:-: ." . Jr : 

.:. : 

Hello. 

Hello. 

Hello l·farr1ner . 

Hello Henry. 

'!arch 6, 19lio. 
2:22 p .m. 

Harriner , we ' re about r eady to make up our minds on 
this note . 

Yea . 

And it looks like three ouartcrs of a cent . 

ves, well - are you 1nter~sted in knowin~ whet I -
~Y discussion with t he Board on it, I called them 
together about twelve- thirty to explein the thine 
and -

I ' d like very much t o know. 

391 

And we came t o exactly the same conclusion on thet. 
I told the~ t he t I thou~ht you mi~ht call and I ' d like 
to be able to r eport to you Whet their feelin gs were. 

Yes . 

And i f you wanted thrir recorrnendetion 1 t t1oul<i. be 
thPt the thin~ be priced a t threP ouartPr e of one 
ner cent without an i nterest adjustment. 

\iell that 's, t."at •s absolutely in accord with what we 
have in nind. 

Yes . It looks like th~ way, yest~rday it l ooked 
t hey nay have to be a little i nterest adjustment 
it was pretty thin . 

Yes. 

Today it isn' t too street but at t he same time bei ng a 
nurely a refunding no new money that twenty- five 
thirty- seconds , it looks like it ought to run somewhere 
in thPre ought to be enou~ for premium to induce them 
to convert . 
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Yell yesterday the, What they oall t.lte rimte the 
eo-called riv,hte were h~her on t he June -and' they' Ye 
eold ott now. ' 

Yee, well yesterday, they oloeed last night at a hundred 
and one. 

Yes but at one time th~re WAS , t here's one fellow that 
paid a hundred and one R1vht yesterday. 

Paid that much yesterday? 

Yes. 

~:ell it closed last night at a hundred and one. 

That's what we have. 

And they went orr , the last I beard, I don't know what 
they are now but t he last day I heArd o!Ulan they were 
down to twenty- eight t hirty- seconds, tha t was a couple 
or hours ago. 

'1lell and now they're thirty thirty-seconds . 

Huhhuh • 

So that that doesn't make any difference. 

No, I mean you're w1tbin a rev, you ' re w1tbin tour 
thirty-seconds or the market on t he rights on thie bae1e, 
at this pricing. 

Yell I -

And thls is in line with the offering you l)Ut out last 
June a year ago, eee that wee a three-quart~r ieRue. 

Tbat•e right. 

And that that - at that time it wae put out on a baeie 
or about a little lese premium than this i s . Nov, 
checking it and at the present time it's quoted at about 
a hundred and one. 

Yes. 
Beet 8o 1t loolte 11lte the thing 1e 1n line at three­
fourths of one per oent. 
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And 1t ' e dar.!ned cheap money for the Treasury. 

Oh Lord, you can't e xoeot 1t - 1t 1sn•t cu1te as cheap 
a s your bills yesterday , the other day, ~ 

'o , no . 

Now, on - ~rell t he t' e the way 1~e fe el about 1 t , eo 
we're 1•1 ght togethPr on t ha t aeneot of 1t. 

That's right . \fe l l t hen t hP- r ,. •e nothing , t l"at •e all 
I had 1n ~1nd e.nd we ' ll ~o ahead and ~Pt t h e for~e 
together e.nd 1·1e ' l l flnnounce it fo r tonor row Morning 's 
OB))~'rS . 

~·ow t rPr e • e e.no':;hPr thin ~~: t hr t I t h ink, if thi s -
in this Bank of An4 rica oese which I've spent, I ' " 
about worn out w!tt. t he danned t hiQv, it 's been­
i t ' s been alnoet endless tines - her e f or s i x weeks 
now, it's been t errible . 

Yes . 

But it looks like t ha t we •r o gett1n~ un t o t he end of 
t h e r oad . 

\1e l l I had a talk Hi th Dan , he tol~ me yesterday he 
thou~ht that either today or yesterday he ' d get 
t osseth('r. 

Yes . \/ell now -

Dan's here •,;i t h me nol' . 

Well I 1-1as to ~ over, be on talking about go! nv over 
th,.. re t h i s af t ernoon . 

Ye s . 

And this s eens to be one of t he ouestions and as Dan is 
t here I mention - I wee ~oing t o call Dan about it . 

Well he ' s sitting here. 

And it was th1s . That the numbPr one in th1s, pro~rrm 
Which calls for the 0 ret erred stock we couldn t write 
in number one all of. t he oondi tiona , 11e go t into an 
endless discussion about the thin~ and it was agreed 
at the time that you would cake a request of t he RFC , 
eee' 
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!! . " . Jr: '1'h11 t • e r il!'ht . 

E: And we would leave the RFC up to vrite t~~ tloket, 
that t hat doeen •t mean or course that the Comptroller 
shouldn ' t go over and tell him What hle ideas are , 
you see' 

!l. l' . J r: • Tht>t •e what Dan has reported to me . 

E: ''lell then there isn' t - that• 11 the way it stands , but -

I!.'' . J r: Juet a minute, may I, Just l e t .me oheok w1th Dan a 
minute , will you pleaae? Do you mind holding on? 

E: Ho that • s fine, that • s 0 . }(. 

H.'· . Jr: 

::: 
!! . . , . J r: 

E: 

H." .Jr: 

;- . 
~ · 

H.".Jr: 

"' ' ~ · 

R. '' .Jr: 

E: 

H. V.Jr: 

E: 

H.7'. Jr: 

E: 

H. 1 ' .Jr: 

ltarrlneM 'Hello? 

Yes. 

All I oan say t o you is that Bel l has kent me ~osted 
rrom day to day and whatever he ' s told you on t hls -

Huhhuh. 

He ' s authorized to talk for me . I haven't fo l lowed 1t. 
Row should I say, second to second. I have follol;ed 
it day to day. 

Yes . 

And whatever he's told you. 

Yea . 

That I would do in oonneotlon with this letter I 
underwrite . 

Yes . 

You see' 

Yes , well what -

I mean this isn ' t 11ke the other negotiation 1n 
December •}8 where I waen•t kept posted you see' 

Yea . 
Until 1t was too late. 
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Yea. 

And the statements wer~ m~de there ovPr Whioh I didn't 
know about until after they were made and then I 
couldn' t ·~~rove them because the President wouldn ' t 
approve them either. 

Yee , well I -

I know I'm on safe ground and Whatever Dan baa told you 
about this letter. 

Yes . 

As a matter of faot Jones was here yesterday tor lunoh. 

Yea. 

And I told Jesse t hat I vas so nleaaed that t he three 
agenoiee have gotten to~ether and t hat within a day or 
two t here would be a l e tter oooin~ over trom me. 

A.re(lueat . 

A re(lueet, 

Yes. 

He didn't ask me about anythillll, I d1dn 1 t ask him. 

Yes . 

~e only thing he asked 1'\e was had I tal.ked to the SEC. 

Yea. 

And I said no I had not. 

Yea. 

But I •1d I understood from Ball that vban the agree­
ment vas finally entered 1nto between ,ourself and 
Collll)troller and rDIO that he was going to invite the 
szc· over hera aDd explain the thing to h1ll at a .. sung 
at 11h1oh :rou would be present. 

Vall what w wra golng to do th1B afternoon vas to 
oheok tbls very matter that I vas 41aouea1ng with ;rou. 

Yea. 
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And t hen also discuss t he ~ueation or nrocedure With 
reference to thiP S":C l'lattPr. Nov t.>tat •s crot t o be -

'.iel l 

That's - i t ' s a delicate thin~ to handle . 

"nrri nt"r, Bell has handled t he thinv so beautifully 
and when he al to in th~re wi th you he ' s talkin~" tor mP. 

Vp s . 

So 1·1henever you vent lemen oo,..e to an run-eertt"nt :orou 
have no trouble wi t h mp. 

Now tht" r e ' o one thinv t bPt I 1 ve been worr i ed about on 
t h is - so- e ti~e or other, and that io publici ty, see? 
\Te•ve avoi ded 1t up to date and I think it's extre..,ely 
careful - extre-,el y i l'loortant tha t nobody, t hat 
nothin~ cortes !ron the Treasury, from t he FDIC or 
ourselves on this thin~ . Nothin~ un to dat e has and 
I think it should be avoided a t t h is time and - and -
that - but I ' ve been a little 1~orried about it , thnt 
Jesse go ovPr t her e for the oreferred stock , see? 
Jesse could nut out a statement hPre , I don ' t kno~r 
t h!l t he ~rill·, see , but I thi nk i t ' s i mportant that 
t he RFC don 't, don ' t out out a statement on th i s ieoue 
e1 ther tha t novr i s no time tor enybody to '11P.ke a 
stateMent , you see whnt I nean . 

Yes , wel l if you're aelti ntt Me to keep. 
a.nybody ou1et out side or t he Tr easury -

~tell of course as t'Pr as ve 1 re concer ned her e , you 
won ' t have any trouble rroo that score : 

l·iell -

And I don ' t think t h!' re uould be from t he PDIC, Now 
t he ~uestion i s , I don ' t 'think today is the t ime but 
certainly ~rhen t he a!)pl1cat i on ~~;oes over you mi~ht 
well say to Jesse, i t seems t o me that you would 
oref e r that t her e bP no publicity llhatever l!'iven t o 
t his oatter a t t his time and a t such time as it mey 
anpear to be advisable t o say a nything: t hat tre get 
t ogeth!'r. 

I ' d be gl ad to do that . 
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Now, beoause othPrwise this thin~ is just too dL~ned -
we worked too hard to have oo~~th1n~ co~e out now to 
unset it • 

l1ell I was as!ted yestt~rday 1\t ny press conference, t he 
bo~e knew pretty ~uch all 1\bout this, so I said 
a national bank io just the same as income taxes as 
far as the Treaoury is oono,.rned, ~·e never diseuse 1 t. 

That• s r1~ht . 

lie never discuss 1t . 
horseback ouinion it 
should co~e- from the 

l1ell ae a natt!'r of fact just 
see~s to me that the oublic1ty 
bank. 

Well that's possibly right. The bank should , if they 
get - they've ~ot to, of course they've qot to exolain 
the ~etting of this nreferred stock: There 1sn•t- any 
cuest1on , they've ~t to do it , end that's why I ' c 
thinking that i! somebody says eonething beforehand, 
see? 

Yes. 

That it might u~eet it , and I would think this, that 
if '1e say nothinrr, and t he RFO says nothing , we could 
any to these ryeoule, "Noll here , any oublicit;v, any 
announcement of this thin~ we •rc ~o1ng to exryeot it 
to cone fro~ you ~eonle , see?• 

Yes. 

And we houe that 1 t will b!' t he kind of a statement, 
say, that- Will not make it ~ecessary !or us to na~e 
a counter state~ent . 

That's right. 

And just uut them right on their basiB of explaining 
it as beet they can in view of what they have said, 
they' ve got to mrute eo~e kind of a statement but it 
we simply say that we're not going to be the first to 
make statements you go ahead and make your statement 
notr and try to. do 1t in a way, see , that it won' t be 
necessary tor anybody to make any counter etate~ent. 

Well I can' t 1~ag1ne that the RFC at this stage would 
oare to take the respone1b111 ty ot wreolt1ng th18 tblna, 

.. 
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Well t hey vouldn• t neoeaaarily think that that wae 
Ytlat 1 e oroinsr to be done T)()Uibly. 

Ro , I -

398 

But you know, you noeaibly know t hat , Jeeee I know 
baa been , he ' e been pretty sore about the whole thing. 

Well I -

And I think he's been holdin~ their hand to ao~e 
extent . 

I see . 

And be, I t hink he ' d like to eee 1t fixed uo all ri~ht, 
I don ' t ouest1on that, I think he a1ght like to feel 
that he was doi nv the tixin~, see? 

Yea. 

~fu1ch I don ' t care , I mean I don't give a damn who geta 
t he credit tor t hat , but I oan 1 t sea at t his stage where 
~ublicity fro~ any ot t he ~overn~ental agencies made 
inde~endently , see? 

Yes . 

Would be of any value in the 1r affront ~11th real 
danger . 

'tfetl you and I agree t hPr e 1 s no argument. 

So t hat i t it, it does seem that it tomorrow, if this 
thing•• in sha~e ~~ere by to,orrov you can send this 
over to the RFC with a reoueet you could call Jeeee 
up and tell h.i~ you 're do1n~ tt and indicate tQ him 
that you hone it won' t be necessary tor anybody t o 
say anythi ng ~ut this thing until it' s all closed 
up and t hen 1~ the bank make a state~ent . 

Well I' ll ~eep it in mind and do the best ve can. 

o. It , then. 

'!'hank you. 

P'lne. Goodbye. 
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Yea. We never had - ot course, we never had 
these conferences with the Open Market Com­
mittee. We onl7 had Burgees to deal with 
at that tiae , rut _,.be »r. W.lla would go 
around and »r. Winaton would go aroUDd to 
the Board and tell them 'llbat the Treaeur,. 
was cent-plating. '!her e wae never any ques­
tion. There is onl7 one time we ever had 
11%1.'7 queetion acroaa the street and that waa 
when »r. Harding f irst came i nto ottica. 
Interest rates were veey high and we were 
going to put out a five- 7ear note and the 
beat information we could get wae we couldn 1 t 
aell i t for leaa than aix percent and we 
aent a recommendati on to the President and 
be aent word back that he d1dn 1 t know &n'7-
thing about Oove:m~~~ent finance or any other 
ldnd ot financing, but he lmew six percent 
waa too high tor the Federal Government to 
pay, 110 we had to drop the rate to 5-7/Sths 
and call up our bankere . That is the onl.y 
t1me . 

~Y do we have Open Market Committee meet­
ingat Who started itt 

lie did. 

Well, you see, before I came in they bad - tbe'1 
were in the open market , b\Q'ing billa. 'lhat 111 
wba t they were doing. 

You' see , back 1n those days , the Open Market 
Commit tea really d1dn 1 t know. 

Ia everybody for three-quarteref 

Yea . 

(Telephone oonversation with Eccles) 
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·· ... . Tr : 

~ . 

~ : · . Jr : 

,. . 

•• : . o .T:' : 

•• o ~ · . Jr : 

.. . .. . Jr : 

"' : 

::eno . 
"ello , ··r . Secr<> t Rr'l'? 

"Proh 6, 1)40. 
4:26 , . , . 

F1rrt r~> te . T'· 1~ 1o l'r . Pl'rle ~ '"leR'-'1 n" . 

11ello . 

400 

\:e hf\ VC hpre I' ~emor~>nc1um fr?~ 3ut ll'l' t he Cou:1nelor or 
the ":"'lbaslo'y , Sri tl.s"h '""'bf' o<>y , APvin- t'let you hrtl 
Ralted the Br 1 tiP~ P•Jrc'"'nntn~ .. 1£1\i ? n t!- ~t vou '>reft>l'rPcl. 
to hnve t r e:1 h~ve Pny #ur~l'"r tl'l'•s on the <"'le~ t1on 
0 40 ~1loys , '1oly~enu.., ... ,~ ~o ' ort·.., cor. t i nue t ftr.o•J,..r tl--P 

De'>ort~"'"l t of St:> te w• t h AA!- t o"1-Gull tltl. n Pnil ?.1 n t . 
'<utl <>r , U"l Ft t"·e <:"biiBP:V pdded thot hE' dic'.n 1 t <'>lltr 
·mc'Pl'G~Pnc'. ·~h"t th1a nrrnt , t'H' ,P.tter hrc bea n llta­
c unr ed u'"> t o th!'t t'.Me t·t t '"l t>-e ':r eesury b•tt t h.e 
E"'booay had honec'. thrt •·e 1 d be -.re .... ~re <:' to contln•1e 
t'"le <' '· SC11BS10n . 

SonPhody -

Thlf1 1s nr1ts t o \ IR b ut I .)unt 1··onn1'red ~:hethl'r you -

Thl R 1 s ne\·:s t o :!" . 

\:el ,_ I -

In tha t 1n e ~e~ to~? 

· ·ell this t s ,. ni'"\Oran~u"' of t cle">hone call om' 1 t 
.,,:-e l y re1.at':!S to \"l'Pt Jl"t:!Y Dtmn re">orte<' t hPt -=:utl~>r 
hl'd t ele">honed to SI'Y t >-llt tt-e Secr" tRry o!' thP ':rPeA•try, 
t h!' t • s vou, h!ld 1n<'o:r""ed t !•!' '!'urc' I' s!n- .. 1ssl.on he 
...,referred to hPve tRl'ts on rllo:vs t>tro·•-~ the Dcnrrt·~"n t 
o~ State . or courRC ·.1e 1 re -lp~ t o do !t b•Jt unler~ 
you ~1ented to d1s cont, mtP -

'lo . 
TheY seem to be ~o1n" plon~ very hR~n1ly under thr t~rns 
of the e.rrenP"e"lent t he r e . 

I don ' t Jmo~! ~tho this fellov· "lutler 1s . 

He 1 s Counselor of t h e !:·~bas a;; . 
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Well l~t me take exaotl~, l qt ~e take a minute and tell 
J'OU. r. PurTia vae 1n yesterday, 

Yea. 

I - :rou know, he ~ve me a memorandum. !be first time 
When R1et oame over we told hi~ no. 

Right. 

Then he brought me over a memorandum setting un 
· about two or three monthll had paned on th18 Ri;t, 
Aehton-owatkin com1na over on it on a d1tterent 
bae1e. I showed 1t to the Presi dent and he said 
1All right lPt t hem oome• and I hAd V.erle Cochran 
show- leave a cony with 1-!r. Hull . 

Right . 

Now that 's available over therr , and yes terday PurVis 
was 1n and he wanted to know about these tllo men 
coming' to see ne , and I said • No, I'd be glad to eee 
Professor R1st because I know hin end met him several 
times and it t he Ambassador will bring him in to intro­
duce me to him I' l l be glad to see him•. But on 
anything t hat they had in mind t hat had to do with the 
blockade, inasmuch as t hey both trer e acored1 ted to 
t he Embassy, while Allied Purohaeing !.Ussion was 
more or l ess accredited to me. 

Yea, that's right . 

In order t o keep t he t~o thin~s tro~ ~etting crossed un, 
I ea1d they ought to aee t he State De~~ent . 

They'll be in her e in a couple or minutes and What I 
thought was this thAt we ' d straighten t !;Jat out and any 
ouest!on they have on alloys and molybdenuo and eo 
forth which have been disouseed ~ith you they go on 
dieouesing w1th you. 

Absolutely. 

JU.ght. 
ADd I told PurY1e aeked them What theY had 1n 111nd 
lD regard to an:rthtng part1oular, he particularly Aid 
to •e Just beforil be left and I he.d a stenographer 
preeeat beoauee I oan•t remember all these thinge. 

Yee. 
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He said, •can we continue• , th1R in the last thin .. 
he said before he lPtt t hP roo~ , he said, •can we 
continue to talk with you about ~olybdenuo, tun2st en 
and n1okeP . I aaid, "Absolutely•. 

Right. 

Tha t was the last thin~ he na1d. 

\Tell they obviously I"'Ot it ' ~rronl"' and I jus t tranted 
to stra1qhten out wi t h you 

I don 't - I haven' t had 11n:,rth in~ to do t1i1;h t he things 
that l!r. ~ull 1s tAlk1n~ about tobacco and 

]:>roduoUJ and I just dl.dn ' t want to 
get crossed up . 

~uite . trell I just gathPred t ha t t hey got !t 

They just got it twisted . 

That's what I had honed they hnd when I saw the 
memoranduo , hence my call. 

And don • t you agree with 111e t hat 1~e ou;zht t o keep the 
~fo thin~s entirely separate . 

Absolutely, absolutely, othP~il.Be we' ll get ho~elessly 
Ja~med. I will advise the~ in t~at sense , sir . 

I t ' s the dumbest thin~ I ever heard. 

\lell you -

Is Butler sort o! a du~b clue~? 

A little , yes. 

\<That? 

Yea , he is. 

All right . trell that' a Treasury language. 
you never uoe language like that. 

Oh no , ve eay t hat they're laboring under a 
misapprehension. Thank you. 

Goodbye. 

ot course 

alight 
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