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-.. u, 19(,0. 

On rn•, 11ara11 e, att..r a Cabillet. ...t.iJII, S.OI"et.aa7 lhlll 

epoke t.o S.Oret.u')- llol'pllt.bau aDd •t.at.e4 tbat. be ~4 lin t.o baq 

11r. PUYObk7 of t.be St.at.a Depart.ent. t.alk t.o .,., ODe in t.he '1'nuu7 

about. fiDADcial upect.l of JIMOI ccmterellCe. llr. llall laid t.bat. t.ha 

•t.t.er wu hi~ C«lf14ent.1al. Secrat.u')- llorgeatbau replied tbat. 

llr. PUYOl.q llbould - llr. Jlarr7 'lb1 t.e. 

llr. Panol.IIIQ' nb~]J t.alepboeed and .ada an appoin'-t. 

w1 t.b llr. 'lb1 t.a. 
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TREASURY DEPARTMENT 

INTER OI'PICK CONMUNICAT10N 

Seoretar~g ~ thau 

Jlr. Baal 
• 

DAn *roh 11, 194o 

Subject : The tayorable 11de or the bu11ne11 p1otpre. 

On Y&r1oul tront1, bua1n~11 in recent weeks baa taken a 
more opt1a1at1o turn. While 1t cannot 7et be 1aid that det1-
n1te eigne or an 1apend1ng bua1neaa r111 haYe appeared, 1noreae-
1ng eY1denoe or a flattening out ot the decline lend1 eupport 
to t he ballet that the present eetbaok 1n 1nduetr1al aot1Y1t7 
1a 11kel7 to be or relat1Yil7 short duration. 

1 . The eteel outlook hal turned aore taYorable . 

A d11t1not 1aproYeaent 1n 1ent1aant hal ooourred 1n the 
eteel 1nduetr7 during the paet two weeke, due to tangible 
1aproYeaent 1n leYeral under171ng raotor•: 

(a) The 1nduetr7 11 becoa1ng 1apre1eed With the 1noreae1ng 
Yoluae or export 1alee or eteel productl . The Iron Age 
reporte that Februar7 export ealee tor 1oae eteel ooapa­
n1ee will exceed thoee or &n7 aonth a1nce Septeaber, With 
ordere and 1nqu1r1el 1ncreae1ng troa both belligerent and 
neutral oountriee. The growing Yoluae ot war orderl being 
placed 1n Canada 11 reported to be tilling the booke ot 
Doa1n1on a1lle and oau11ng a larger oYertlow or eteel 
ordere into the United State1 . · 

(b) Altho.ugh the r111ng trend or e~rt l&lee hal been 
ottaet 1n part b7 a lagging trend or doaelt1c 1teel bu7-
1ng, the total or new oraere 1n ·the 1D4Uitr7 11 currentl7 
running aoaewhat higher than a tew weeke ago . According 
to the Iron Age or March 7, 1Tbe ao4erate 1aproyeaent 
noted a week ago hal continued, thereb7 ra111ng hopei 
that the reoe111on or the pa1t two or three a onthe hal 
been oheoked. 1 

( o) Inorea1ed act1Y1t7 in the autoaob1le 1DdultrT -- ao1t 
1aportant oon1aa.r or 1teel -- ha1 been followed b7 eoae 
1noreaee in or4er1nc or 1teel b7 ao1t autoaob1le aaker1, 
largel7 t or ctuiok lh1paent • 

• 
• 
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(d) Structural eteel ol'dere in J'ebrual'f emeeded thou 
tor that 110nth i .n 1938 and 1939: and ordere in the rtret 
weak or Karch were the larpet tor &n1 week aince 
october 1939. 

(e) The decline in steel output has recently alowett up, 
and in 1ome dietrictl operating rates haYe been moder­
ately increaled. 

(!) Steel ecrap price1 haYe ehown a firmer tone. 

2. BUsina.e indical beginning to reaist further decline . 

The uninterrupted decline in Yariou1 inc11oes or busine .. 
soti vity that hal Deen under way eince tne end or December 
ahow1 aoae eYidence or 1low1ng up. (See Chart 1) Barron•• 
weakly index ( aeaeonally adJusted) ro1e aligntly QU.rlng the 
week ended rebruary 24, tbougb a further decline wa1 recol'ded 
in the following week. The New York Times adJusted index 
showed a alight rile during the week ended Karon 2, the riret 
i mprovement since the last week or December. An upturn in 
prices or Yarious in<l.ustrial aateriale in recent weeks (lower 
line on Chart 1) is ot i mportant significance, reflecting an 
increa1e in industrial demand. 

3. Ketal buying increaeing. 

A aarked expansion in nonterroue metal bUying, particu­
larly ot copper, hae orten occurred at or near the bOttom ot 
a buaineea decline. (See Chart 2) Doaeetic ealee or refined 
copper inoreaeed in J'ebruary to the huge t otal or 1~7,000 tone, 
the higbeet 110nth1y figure eince laet September and the aixth 
largeet on recol'd, 

The expansion in copper bUying hal been "tollowed by heayY 
increaue in ealea or lead and z1no. untilled ol'dere tor Prilll 
weetern zino, according to the Annaliat, are now about ae larp 
ae they were at the beginning or the bul1neae upturn• in the 
early eu .. er ot 19~ and in the third quarter or 1939. 

4, Automobile production and ealee increaeing. 

unexpectedly larp retail aalaa or autoaob1lea, which 
haYe continued tnrougb January aDd J'ebruary, baYI oauaed 
auto110bile aanutaoturere recently to inoreaae thoir production 
echedulea. The output or oara and traoka in J'lbruary to~l4 
412,000, a J'ebruary total excel4ed only in 1929. Production in 
lla.roh 1a expeot14 to r1n to about IMO,OOO u.nUa. 
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It ie difficult to toreeee an extended bueineaa decline 
with the automobile induatr1 continuing to operate at an 
unuauall7 high leYel, and with such industries as aircraft, 
aachine tool , and ehipbuilding at practical capacit7. 

5. Rising export Yolu.e aupporte induatrz . 

202 

An1 expectation of an extended bueineae decline ee••• in­
coneietent v1th the riaing trend of exporta and the continued 
heayY Yolume ot foreign purohaeee in thie countr7. Total ex­
porta in Januar7 were the highest aince March 1930. (See 
Chart 3} Since about 75 per cent of recent experte h&Ye ccn­
B1sted ot aanutactured a.nd aeai-manutactured product• , the7 
have a direct bearing en the level of bueineea activit7. 

Data ve h&Ye oolleoted on the moYement of expert freight 
t o Atlantic porte indicate that the aoyeaent of goode tor ex­
port ie graduall7 increaeing, and that recent expert figure• 
have probabl7 underetated the actual volu.e of the expert aoYe­
ment . 

Chart 4 ehove the graduall7 rieing trend of export ehip­
mente to Rev York and to nine other North Atlantic porte, b7 
we eke through March 2. 

In Chart 5 ve ehov the accumulation of lighterage freight 
in etorage and on hand tor unloading at New York harbor (in oar­
load e), b7 weeks beginning October 21 . Approx1a&tel7 90 per 
oent ot this repreeente freight to be ehipped abroad , which hae 
accumulated at the port because of a ahipping ehortage. In view 
ot this accu.ulation, tiguree on actual exports tor the past 
tev months haYe apparentl7 understated the aaount of goode aoY­
ing tor export. The accuaulation ot freight, however, ie not 
approaching a state of congeetion. 

6. Coaaod1tz price trend leYelling out. 

Opt1a1ea oYer the bueineee outlook 11 etrengthened b7 
the recent trend of eene1tive oo.aod1t7 pr1cee. Follov1ng a 
general decline during Januar7, eeneit1ve price indioee haYS 
beooae etabili~ed and baYs held etead7 throughout February 
v1 th a el1ghtl7 rie1ng tendeno7 J dee pi te further deol1nu 1n 
bueineee aot1Yit7 . (See Chart o) 

Sharpl7 rising price trends abroad, where inflationary 
intluenoee appear to be gaining ground 1n epite of official 
ettorte at price control, a&7 in aoae degree be influencing 
pr1cee 1n thia oo .. tr7 . (See Chart 7) 
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The inventory situation 

An encouraging feature ot the preaent business outlook, 
which tends to contira other indications pointing to a rela­
tively ehort bueinell setback, ie t he aaal.lneea ot the in­
crease in inventorial ot tin1ehed gocda on the recent buaineaa 
upturn . Inventories ot finished goode , goode-in-proceaa, and 
r aw material& normally increase as bueineea expands, to take 
care of increaeed ealee volumes and increased raw material 
r equirements. Under present conditione , furthermore, bueineu 
prudence requires that inventories be kept somewhat larger than 
usual as a safeguard against unexpected price increases and 
supply restrictions due to war conditione. 

On the recent business rise, however, all evidence indi­
cates that inventories (aa the term ie generally understood ) 
have l n moat indus triee been held at conservative levele in 
relation to ealea . The quick downward reaction in prioee attar 
t he war boom last September , and the memory ot severe inventory 
lo88e8 in 1937, were strong influences restraining apeoulative 
invent ory accumulation. 

An expansion in oapital goods investment, due to war tears, 
was an important feature ot the late- 1939 business upturn , rep­
resenting in some degree an advancing ot new investment that 
had originally been eoheduled tor the following year . Th1e 
expansi on in capital goode investment, considered by many 
economi sts as a dee1rable developaent i n the national econoay, 
bas i n some quartere been confused wtth inventory accumulation 
ot fi nished goode . While cor poration balance eheete make no 
distinction between •speculative• inventories and etooka ot 
raw materials, goods-in-process, eto . , aoouaulated for tilling 
the actual orders for capital goode, the two types ot inven­
t ories obviously differ decidedly in their significance in the 
business outlook. Freight oars, machine tools, and new build­
i ngs will not be liquidated when business falls ott, as were 
t he atooks ot textiles, shoes, and autoaobilee acouaulated in 
1937. 

Little etatietioal evidence ot large 
finiabed goods inventoriee 

While published statistical data on inventoriee are 
inadequate, and it ie not clear what types ot goode are included, 
the folloWing tiguree compiled froa sample data show little evi­
dence ot inventory expansion in recent aonthe beyond that needed 
to handle the actual increase in ealee vcluae. 
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Inventoriee in the banda ot aanutacturere at tbe end ct 
Deoeaber 1939 were onl7 7. 5 per oent hiper than at tbe end 
ot Deoeaber 1938, according to eetiaatee aade b7 the Departaent 
ot eo-roe troa OOIIpaJlT report• oovering aore than one-fourth 
ot t.lle total inventor1ee ot all .anutacturing corporat1one. In 
ooape.rieon w1 th tb1e aoderate inoreaee, other data ot the 
Departaent ot eo-roe ehow that ealee { eb1~ente) ot aanutao­
turere in December 1939 were about 20 per oent larger than in 
December ot the previoue 7ear. 

Inventories ot wholeealere at the end ot Januar 7 19q.o, in 
oompar1eon with JanuarT 1939, inoreaeed at the eame rate ae the 
1noreaee in ealee , leaving the etook-ealee ratio tor 1,&44 
whol esale oonoerna at the eaae figure ae a 71ar ago, acoordinc 
to a etud7 b7 the Bureau of the Ceneue in cooperation with t.lle 
National Aaeociation ot Credit Ken. 

Inventories ct goode in retail ohallnele, Juding troa 
Federal Reeerve Board data on departaent etore etocka have 
declined in relation to ealee. Departaent etore etocke at the 
end ot Janua r7 1911-0 exoeedld thoee ot the previoue 7ear by onl7 
J.O per oent, while departaent etore ealee in Januar7 were .... 5 
per oent higher, and in December 7.9 per oent .111gner, taan 1n 
t.lle previoue 7ear. 

J'1D1ehed goode ltock.e higher in eoae 1nduetriee 

In t wo induetrlee - - automobile• and textile• -- eoae 
evidence ot exceaeive etooke ot tiniehed gooae hal recentl7 
been aentioned b7 trade co8mentatorl. Inventoriee ot new care 
at the end ot J'ebruarT, according to Ward ' 1 Report a, were oloee 
to 500,000 unite, ae oo~ared with 4JQ,ooo a 7ear earlier. 
'l'h1• would repreeent an inoreaee ot lb per cent. At oo~ed 
with ealee , however, th1e repreeente a relative decline in 
1nventoriee, eince retail paes enger oar ealee in Januar7 were 
32 per oent higher than a 71ar ago, and the gain hae apparenU7 
been aa1nta1ned througb J'ebl'UarT. General llotore • ealee ill 
rebruarT were ~ per cent b1gber than in J'ebra&l')' ot the previ­
oue 7ear. 

Stooke ot cotton text1lee at a1lle have reoent17 been 
1ncreaeing, according to eoae trade oo-ente. On the other 
hand, etooke ot ootton goode in retail 18tabl1ahllente are 
reported to be relativtlT low, retail ealee have been well 
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aa1nta1ned, and the tiae 1e near at hand when heaYJ epriq 
buJ1ng of textile goode in the wboleeale aarkete ueuallr 
aakee itt appearance. OUr index of new ol'llere tor textile• 
1ncreaeed in the t1ret nek of llarch to the h1gheet figure, 
with one exception, eince laet October. 

Innntoq e1tuat1on in oontrut with 1937. 

InYentoriee of finiehed goode oould beoo .. exceeeiYe 
under .two oondit1onet (1) If aanufaoturere tailed to a4Juet 
their production proaptlJ to the Yoluae of ordere on their 
bookl, but continued to produce for etook, ae they did in 
1937: or (2) if retail buJirig fell ott 1harpl7, aaklq the 
preYioue noraal inYentoriee become exceaeiYe in relation to 
the reduced aalee Yolu ... 
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No eYidence of either of theee deYelopaenta has appeared. 
on the oontrar:r, indue trial production hae been adjusted quick­
ly and eharplJ to the reduced Yoluae of new induetrial ol'llere, 
and retail buJing eo far hal been well aaintainld. 

The marked contrast between the preeent aituat1on an4 
t hat in 1937 ie ahown b7 our index of baeic deiiiB.lld (an approxi­
mate meaeure of the leYel of conauaption) and our index of 
aalee ( repreeenting the aotual 1ofttue1 of IIIB.llufaotu.red good•). 
(See Chart 8) 

!he YRB index of induetr1al production in NoYeaber and 
Deceaber 1939 roee teaporar117 about ae far aboYe the baeic 
deaand index a• it did in NoYeaber and Deoeaber of l93b. 
Inetead of continuing aboYe, howeYer, and oaueing an accullllla­
ticn of finiahed-gooda inYentoriee that later would haTe to be 
l i quidated, production hae dropped eharplJ to adJuet itself to 
demand. No eYidence appear• in th1e ohart of any aocuaulation 
ot finiehed-goode in•entoriee coaparable with that wh1oh 
coourred between the euamer of 193b and the tall ot 1937. 

!he index of ealee (lower eeotion of Chart 8) continued 
upwal'll in Januar:r 1940, in oontraet with a drOp in Januar:r 1937, 
and current report• ill41oate tbat ealee han been tull7 MUI­
tained in rebruar)', fbil proYidll further IYidiOOI that 
finiehed-goode inYentoriee are not bul'lleneo ... 
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It 11M '- -crul _, tM Jllpor' GnU' • •'- Dat-tllld • pw 

a .. .u, of f1ft alUea pn'!d• aMI'lla& to Ira. 

Vbn. In•' 11'1'-la - fln' ......... , wlUl rHpeO' .. w ... .u •• 

prior to ~ ~ of Ule -, Ina ._lrel U for U. pvc11M1 of ...U.. 

roo4 .appll11, a ~·' wh1oh wu l&MI' llllllrp4 '- OO'nll' a rlh 11114 10 

for~ .Aa rlllwu•-' of r...-au .... to U. llr1Uah Oo,_, for Ub 

aooo-a&Uoa• 11M 11- _. ... '117 ~ purodv wl'h whioh flatU¥'• r...-•• 

for cre4U •- NOI1n4, JlriDa wha' I haft ...n I 4o 110' pia 1M '' 111lea 

that Qrl&t llr1tala hal ._.... to ub llftll&lll1 • alUloa 4ollorl to '111 .,_, 

la tha v.ltlf. ....... 1 ...... 111114en.- th&' u. oalT.,._, .. -- .. 
ue ib 'bolt ottor•• to .U. aftll&ll11 to lru \he lloefe4 llr1Uah pi'Oitu'• 
U requ.i rn, to \he GM!lt Ulet \he pre••' eitaaUoa rill ..U.W. A* U. 

•- UM \he Qo;u at 1• ~~ amdCI".. th&' U pn 110 ott- • 

tha Shah. Ira'• Ml4a - a111 \he proaot• 'tddoh U. :llplr1 •-' ...... 

!'llorefor1, W• cr.U' of nw alUi1a p;rah ca for 'ho ph_, '111 "-P' 

of u 110t to '111 pa14 oa.\ llllt u atoka of wlUt...-11 to 1'1111&-~ II 4 u 

Qo;w '· 

!bia laf-tioa llrn14 '111 -1411'14 1Vio\1T ooatiUaUal u U -

ao"- oa tho • d=fh& *' u -u 'M 11 v.aw. a.A.. 110 ell'­

•'-- .. 14 U co' 'llaok \o Ira, 

ME I 
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JR 

Secretary of State , 

Washington • 

.51 :; , liarch 11 . 

PLlllf 

l..ondon 

Dattd Uarch 11 , 1940 

Rtc ' d 12: 45 p .m. 

FCit T,EASURY P'ROid BUTTEd:70RT!l . 

Supplmcnt1na my Ho . 594 of J.,arch 9 , noon; London 

ban!l:s arc informed that the Australian Exchange Control 

authorities have introduced provisions applying to all 

(repeat all) exports f rom Australia to thE destinations 

specific~ i n thE above mentioned cable , requiring payment 

215 

by one of t he thrEE alternativE ~Ethods in the currencies 

named tl1Ertin . Exporters in Australia nill bE requirEd to 

satisfy the local cxc~ngc control that any sterling crtCi ts 

opcnct. in thEir r avor for such cx_,orts, 11hich must contc.in 

an O..,>:_)rovcd reimbursement cl:J.Us E, l".o.vc been registered ·.-1 ith 

the B~ cf England. 

All other stcrlina paymEnts for Austro.lian exports to 

thE listed cJ.cstinntions must be c.ccom.>anitd by confirma tion 

frc:n th<: rEmittinG b::nk tho.t the sterling l1::s been purchased 

after Scptcmb cr 3 , 1939, oy a salt to a bank in the Unit£d 

Iingdom of one of thE lis ted currencies . •• 

JtENIIEDY 

• 
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Pretants 

llllroh U, lMO 

lhl5 .. 

Capta1nColl1nt 

lii!Jr: Let me get over to 70u what I want. 
We are see ng the President this morning. • 

Caota1 n Collins: 8o11eti118 ~er 11. 

216 

· IDI,Jr: Between now and 11, and 7ou had better 
be here at a quarter ot 11. But give 11e what •• the 
square rootage ot the Curtiae-lright and the Pratt­
Whi tne7 •••• 

Captain Collins: That's Wright Aeronautical. 

IDI Jr: 
al\7 date S:rore 
When was that! 

Yea. Pratt-Wbitne:r, and Allison, 
al\7 ot these toraign orders dneloped. 

Last Januar:r' 

Captain Collins: Yea, about that. 

HMfJr: And, it potaible, their oapacit;r. 
Just u we 1 giYe us the number ct teet; take too 
long to get oapacit;r. Then I would 111te to know 
how much the7 inoreased it by theta ordere that haTe 
co11e in. When thla preeent deYeloplllnt is complete, 
which I take it will be June or Jul7, how 11&!17 people 
eiiJ)lo;red; how -1\1 englnet turned out, and alae of 
the plant. 

!ben I want them to giYe 7011 rough guett wba' 
thlt new order aeant. Row nob plant tlwJ haft 'o 
expand' Bow a&nJ 110re people tbeJ haTe to JN' oa aa4 
how 11aDJ 110re enginet, beoauee thlt it tbe ~at I 
-.nt for tbe Prllident. I want to 1&1, •Jir. Pretl4eat, 
lt we oan g1Ye the,. people, off tbll dl"aw1ag boar4, tbe 
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'Ytr'1 late1t 1841 110e1e11 and 1101t a4Tanoed - not th1 
P-•o whioh the7 1how1d rou, Jlr. Prelldent, ln loveaber, 
19:58 and nerrbo4J e11e know• about -- but the 1841 
11104111 whiob are et111 on the drawing board, thet1 1 
who.t these people want. 1 It we g'et 1t, what 1t will 
do to the 1nduetr;r. 

oOo-oOo 

• 

• 

• 
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Present: 

llr. Bell 
llr.Coohran 
Dr. White 
Urs. Ilotz 

Karch 11, 1940 

11:55 all 

• 

• 

!DltJr: lfe have this information, which b 
pretty re !able-- I can't tell you fr om where-­
that the Finns and the Russians have made peace. 
Puleaton has a wa:y ot getting this ahead ot anybody 
else. 

Dr. lfhi te: Anythi ng about terms? 

Hll Jr: No. But he baa a way ot getting it 
taeter t~n anybody else . He says the source has 
never been wrong. Incidentally, Chamber lai n made 
a speech in the Rouse offering the Finns all kinds 
ot ~itary aid. The question ia, did he know ot 
thi s peace otter. 

lflll it have any e tteot on our bond market? 

Dr. White: I t hink it means a longer war. I 
think the lllles are in the worst pod tion, detin1 tely, 
and whether that means they wi~l be more anxious to 
make peace or leas .ao, I am inolined t o think it means 
the latter, that they may be more inclined but the solu­
tion ia more difficult, 

• 

HK,Jr: Sure, because it releases the Rluaian. ••• 

pr. 1fh1 t e: They can throw their weight • ••• 

'l'hay 
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llr. Coohran: And it elilllinatee Soandinavia 
from possibly oomlng in on the side of the Allies . 

Dr. White: It's a severe setback. You 
mi ght have noticed yesterday the political· commenta­
tors in the Times , two of thea, referred to it as a 
setback of equal i~ortance to the Polish loss. 

HM Jr: Here we go to the Allies last week and 
say the Pinna want 166 planes. 1Will you release them? • 
and they said no . You (Cochran) had the nice Job ot 
calling Procope and saying he could not get the planes 
in the United States. 

Dr. White: I t the French hau replied, "Now, those 
planes. You will not get them in two mbntha. What we 
~ill do ie send you these right away•. But it they did 
not reply that, then the Finns must have realized that 
they have to depend wholly on t hemselves. 

RU,Jr: The inference I got from the French was 
they bad gotten all they could, because •not only have 
we sent planes , but we have sent aviators to fly them•. 

Dr. White: Why should they obJect to 1667 

llr. Cochran: Dangerous months were coming now 
when they had to conserve their planes tor tbameel~es . 

HK Jr: •we are here to buy planes, not to sell 
them• , t~t1 a what Bloch- Laine said. And that was why 
I sent that word to the President Thursday about one 
o ' clock, through Pa Watson, and Watson never delivered 
it and I brought it uP again Thursday night about the 
Finne not being able to get planea, because I thought 
he mi ght throw hie weight into it, and that same night, 
while I was there, Serle called up the Presi dent to tell 
h1!11 that the Finns were in )(oscow making peace and the 
President said , 'Well, I don ' t know bow good that is. • 

Kr. Cochran: It's a blow to the Allies, because 
you read this Italian announcement how the British re­
leased their coal. They would not haTe taken that 
backward step unleu they were worried. 
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Dr. ~tez llo. I tboaAM that •• a dgn of 
etrengthOOO,OOO toM of coal doee not - &D7th1ng 
to t~a. 

Jlr. iocbran: 'fbe:r ghe a deo111on 1t ie to be 
held, and t en reiea11 U and JU.bbentrop ruebee down 
there. 

HII.Jrz Ae I reaember, tbl Englhh were goiDg tp 
hold the coal fl'C* Ital:r until Ual:r agreed to let thea 
have pl.Anee and uatr-.. 

Kr. Cochran: 'l'he:r would give thea .Brit11h coal 
if the:r WOUld sell planes. 

Hll.Jr: !low thet the British have given in, the 
BritiSh won1 t get plane• troa .Ital:r, eo it1 e too bad. 

Dr. White: I interpret it d1fferenU:r. What 
the British were do1~, the:r ea1d, We will hold up thh 
coal. We are going to force the Italians to give ue 
air planes and uniforms and other war materials. 

· Jlr. OoOliran: Yea, and the:r would gtve thea Br1t1ah 
coal ana Gen&n cOal would not be delivered. 

Dr. White& 'fbeee are the facti. 'l'he:r are giT1~ 
thh 100,060 tone of coal baolt, whloh il nothing in the 
general picture with the underetand1ng the:r are not to 
get an:r acre coal b:r w&7 of the II&. Such coal tbe:r 
get b:r land ie 'Nl")' mob reduced and aore eJIPiftel ve, 
which 1111ane Ital:r now baa to bu:r her coal froii .Ital:r and 

she baa to pa:r under England 1 1 terme. What those term~ 
will be, if thoee teras will be favorable t o Ital:r, then 
:rou are right. It the teru w1ll be faTOl'llble to EDg­
land •••• 

111hz But the facte b&'N not co111 out that Ital:r 
11 goiDi""lO"bU7 coal trc• England. 

Bat we etUl get "baok wbat, 1t aft7tid.lll, we oan 
do ~wre. wonder how u <Will att.ot our a&ftet. 

pr. ruse: I think 1t the pabl1o thol'cllllhl7 
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appreoiatee what it 1e - - on the whole p1oture, 1t 
loolte 110re disllal. as a ooneequenoe of th1e step. 
How they would 1nterpret that - - to mean, we would • 
be more apt to ehare 1n a war boca, wh1oh I th1nlt 
is likely, 'I th1nk the British would step up on their 
purchases and program now. 

fhe point 111 th1e: If Ru1sia teelll 1be cannot 
take J'inland Yery qu1okly, then her term• are going 
to be e&IY• If ahe feels she oan take it quioltly, 
then the F1nns are go1ng to gh'e in. I th1nlt there 
will be 'Oeace in a few day1. 

fill Jr: Well, I am going downstairs to rest and 
if an7tbThg happens, lira. Iloh, that needs rq deoh1on, 
inolud1ng 1t the President oalla, I will co111 up. 

llr. Bell: I should doubt the public would inter­
pret this. I should th1nlt your market might flop around 
t or a few days and probably go down, but I should not 
think we would have a drastic decline like we had last 
September. 

Dr. White: I should not th1nlt ao either. 

Kr. Bell: Unless there ia BCI!Ieth1ng serious on 
the Allies aide that show• up, but there might be enough 
where we should buy some, but certainly not to the extent 
we went last year. 

Dr. Wh1 te: I th1nlt it ought to be supported. I 
suppose aooebody 1a following it olosely. 

Kr. Bell: Don't use the word •support•. Cueh1on. 

'1fJr: !hat letter of 1111ne of last week III&Y beoCDI 
hietorio on th1a bond iaeue. 

Kr. Bell: llay have w1ahld we had. 

ooo-oOo 
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DAft Jlaroh 11, 1911o. 

!he attached table hae bean prepared 1o reBJ)Onee to 

your telephone request tor 1ntormat1oo ae to the T&r1oue 

eet1aatee ot reTeouee wbioh fOU aade tor t1eoal 1ear 1940. 

At taohmeot. 
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J:etiaatee of Receipts to Gener a1 and Spec1a1 Accounts 1n F1eca1 Year 194o 

Date 
of eet1aate 

(1111111one) 

Deoeaber 19)8 t5.669· 3 

Deo•ber 1939 5.703.4 

o711J' 1939 5,4o6.4 

Ootober 1939 5.525.6 

Increase (+) or 
decrease (- ) froa 

Deceaber 19}8 eet1aate 
A!ount : Peroent 

(m1111one) 

+t34· 5 + o.6 

-262.9 - 4.6 

-143· 7 - 2.5 

Publ1c1t}' ginn 

Releaeed 1n 19a.o Budget 

Released 1n 1911J, Bu48et 

Not pub11ehe4 -- eeDt to 
Dlreotor of the Budget 

Not pub11ehe4 -- eent to 
Dlreotor of the Bu4&et 

llarob. 11 ' 19a.o. 
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ScorEt&rJ o.t Stilt£, 

Washington. 

/ 

ORAY 

Pal'la 

Dated March 11, 1840 

R1o'd 1r45 P• •• 

323, March 11, 4 P• m. (SECTION ONE). 

FOR THE TREASURY PROM MAT'mEWS. 

My tElEgram No. 320, March 10, noon . 

A lEading articlE by FrEdEric Jmny 1n 1h1a 

mom1ng 1 a AGENCE ECCiiOJaQU£ ET FINANCIERE mpbaaiua 

th£ importancE ot thE mEIDorandum hetdEd Mondrur REJila\14 

on Saturday with rnpEct to our Eoonomio tordgn polioJ 

and thE rEply ot thE Frmoh OovEl'll•mt. 11Th1a document• 

writca JEnny with rEfErmoc to the memorandum 11addruud 

to thE governmEnts ot fifty nations bEars witnEal to thE 

utroa£ anld.EtJ ot thE UnitEd Sutu to au wbm thE war 

ia OYEr thE ruatabliahllmt ot normal oo-croial intEr­

changE bEtWEEn dittErmt countri£1, intErchangE which lt 

quitE propErlJ CCQiidErl U thE SinE q\IA DOD Of a durablE 

pEace . Wbm the Waablngton authoritlu proolalm tbat 

lualtbJ 1ntEmat1onal o-rolal rE1atlona arE tb1 lndla• 

'>maab11 foundation ot tb1 wdlbl1113 ot •an, 'tlbm tlliEJ 

dlolarr tbat ln orclu to pn'lllt oo•uol to plaJ l~ roll 

Eub 
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b.n -2- llo. 323, llai'Oh 11, • P• •• ti1Eot1GD 1) tr• Parla 

n ob nation .uat bavc nor.tl aooua to tbc riEaoiD'ou of 

tbc cntlrc world and flnd outlcta for tbdr c~ca• pro­

duotlon, cvtr:ront muat mdorac euoh atatltiDmta' 

llURPHr 

RR 
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SEcrEtary or StatE, 

Wallhing ton . 

cw.t 
Parla 

bated Maroh 11; 1840 

REO'd lt&6 p & Ill& 

323, Maroh 11, 4 p. m.- (SECTION TWO). 

ThE principlE thua IIEt tarth 111 thE taot tund8111mtal. 

It 111 that ot thE division ot labar bttwun nat1onll 

a principlE which 1a tht vEry baa1a or thE Enormous 

Economi c progrrss which humanity EnjoyEd in thE oourllt 

ot thE ni nEtEEnth and thE bEginning or thE twEntiEth 

cEn turin" . HE gots on to sa:r that GEI'III&n pol1a:r ot 

autarchy 1s thE vEry oppolli tt of thill and that tht 

REich's narrow tcalcmic nat1onal1a• ia onE or thE dtttr-

1111n1ng cauera or thE prumt oontlio t. HE thm oon­

t1nun: "1t 111 ind1aptnaabl£ to ovErturn thE barr1tre 

blocking tradE; to abolillh or rtduot txoueiv£ cuatou 

dutice; to rEturn to monEtary libtrty; to prtvtnt thE 

divtre1on or the natural tlow ot goode throush bilatEral 

arranpcnte wblcb under tbt tor~~~ or clnrlnga or othEr 

rrarrangtd e:retc.. oan only lEad 1ntcrnatlonal tradc 

toward• tlu barbarOWI rcg1111r or barter. 

IIURPIIY 

1110 

226 
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HSII 

SEcrEtary ot StatE, 

Waehington. 

GRAY 

Parle 

Dattd March 11, 1940 

Rto 1d 2 t 20 pl m~ 

323, lola.rch 11, 4 p . m. (SECTIC!l THREE) . 

227 

Fru1 ttul solutions can only r Ellul t from a broad dEvElop­

mEnt of intErnational crEdits of which thE first condition 

will bE thE supprEssion ot Exchlll'lgE control. " Taldng hie 

cuE from REynaud's communiquE and rEvealing a cErtain 

latEnt anxiety I have obs erved hErE as to AmErican rEaction -
to thE rEcEnt Franco-British agrEEments, JEnny procEEdllt -"MorEovEr FrancE and GrEat Brita in i n facilitating as far 

as possiblE trade bEtwEEn thEir empir es and by rEducing 

to a minimum thE monetary and othEr formalitiEs of a 

nature to h i ndEr thie tradE, havE alrtady in the midst 

of war givEn proof of thEir libEraliom. OncE thE victory --
is wa~ thEse arrangeintnta may b£ ExtEndEd to all nations 

rEady to rally to the samE principlro, and the regimEnta­

tion which thE war today impou:e will tbm promptly bt 

abolished. " 

llURPHY 

CSB 

• 
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SEcrEtary of State, 

Wasbln gton. 

GRAY 

Parle 

Dated llaroh 11, 1940 

Rrc 14 2i30 p, •• 

228 

323, llarcb 11", 4 p • m, (SECTION POUR), 

Jmny concludES on a notE which -y naturally 

bE ExpEctEd and wh1ch w111 surEly bE bEard 1110rE and 

mort as t1mt goEa on, namEly, what w111 bE our contr1-
• but1on to th1a dEa1rablE ntw world! HE 88J8 "for th1a 

1n1t1at1vr also 1mpl1Ea a prom1a£, A prom1at that thE 
' 

tJn1tEd Statu whosE rconom1c and f1n1Dc1al forE1gn pol1cy -
baa not always btrn Ent.1r£ly 11btral w1ll g1vt thE nndEd -- -
uamplE, For thE author1t1u at Waab1ngton can clEarlJ 

not dbgu1u thE fact that cErtain tar1tf barr1Era which 

havE ar1am on thE coaata of Amrr1ca art alao rxcna1vr 1 

tba t thr anx1r ty to a££ world tradr again bE COlliE nor.al 

requl.ru on 1te part a libEral uttlgEnt ot thE war drbta --
quut1on, aln,. 1n auapmar. that thE ~1tE4 Statu aorr 

than any othrr country 1a 1n a pol1t1on to ... tat 1n that -
dt·nlo~nt of 1ntrmat1onal orE41 t rrooplu4 aa lnd1.­

penaablr•. 

IIURI'IIY 

cal 
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HSII 

Sccrctary or StatE, 

Washington .• 

GRAY 

Par1a 

Dated llarch 11, 1940 

Rr~ 1 d 2 :45 P• m~ 

1123, March 11, 4 P.• m, (SECT! ON FIVE) , 

"That AmEr i ca i tsElr has thE grEatEst 1nttr cst-­

oonsidEring ESpEci ally thE tact that it has ~hE major 

portion or thE world's gold stock--that th1s intEr­

national Economic Evolution in tht artErmath ot thE 

war shall conrorm to its suggEstions, so much is cErtain , 

But thE mErit or its i ni t i a t i vt 1s not in thE 1 t aa t 

diminishEd thErEby. It is on thE contrary onE morE 

ruson 1br hopE, s i ne£ tht United Statts also is i n a 

position, tnanks to thE vastness or its rtsourcEs, to 

play i n tomorrow's work of economi c restoration, thE 

nEcessity for which thEir Government shows today, a rolE 

in all rESpEcts dEcisivE . " 

ThE American correspondent or the AGE NCE ECONOMIQUE 

ET FINANCIERE apropos of SEnator Thomas ' bill tor the 

redistribution or gold atocka which hE says "ia not 

takEn uriously at thE momEnt i n banking c irclu" rn~arkar 

"it ia absolutEly ctrtain that thE GoVEmmEnt ot tm 

Uni t ed States will i ntroduce no modification Wbataocvcr 

in ita gold policy prior to thE oonol u a1on ot pcaoc. 

088 
IIURPRY 
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HSII 

SEcrEtary of Statt, 

Washington . 

Parle 

DatEd !larch 11, 1940 

REo 1d 2t25 P< • • 

323, March 11, 4 P• m • (SECTION SIX). 

230 

As to thE distribution of gold aftEr thE war it ia 

clEar that thE country 'llbich alrEady has sEvEnty pEr CEnt 

of thE world's gold stocks must inEvitably aid tht 

countriEs 11hich prEfEr to rEturn to a gold standard 
• 

rathEr than to follow thE road of ExpEriEncEs with 

managEd currEncy on an intErnational scalE. It ia, 

howEvEr, cErtain that AmErican public opinion ia not 

yEt rEady f'or this typE of' activE coopEration with othEr 

countriEs of thE world and that its Education will 

rEquirE much timE and patiEncr:•. Tht aamt corrupondtnt 

also mEntions briEfly and apparEntly with somE skEpticism 

a movEmmt of "a group of s~thtrn Stnators" to auggut 

that "in vitw or tht continuing lncrrau i n ucus ruErvu 

of' mEmbEr banks of thE FEdEral REsErVE SystEm crEdits bE 

grantEd thE alli£1 tor purchasES of agrlculturel producta . 

All thE tunds thE alliEs havE, say thtst SEnator•, arE 

urmarktd tor thr aoq.~lalt1on ot war matErial thua thEJ 

bu7 no l.p'loultural produo ta at au•. 

we 
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HSM 

SECrEtary of StatE, 

Washington. 

GRAY 

Paris 

Dattd March 11, 1940 

REO 1d 3 :15 P • m. 

323, lfarc~f ll, 4 p . m. (SECTION SEVEN) . 

'lht Frrnch prEss, of c ourat, giving considErablE 

prom1nrnct to tht agrEtmmt for closE collaboration 

rEachEd r EcEntly 1n London by rEprESEntativEs of tht 

FrEnch Employtrs • Conf EdEration and thE ConfEdEration 

of British IndustriEa . ThE full tExt of thi s agrEtmmt 

on principlES 1e publishtd in this morning's AGENCE 

ECONOMIQUE ET PI NANCIERE • I pr tsumt its na tur t has bEEn 

rtporttd from London. 

Today 1 a JOURNAL OFFICIEL con ta1ns an arrEtE of thE 

M1nisttrs of thE IntErior, Agr1oultur t, Public Worke and 

Finane£ i ntroducing cErtain changta in tht dtcrtE ot 
FEbruary 29 , 1940, rElating to ration cards (my tElEgram 

No . 278, March l , 3 p ! m. ) .: 

llURPHY 

wwc 

231 

Regraded Uclassified



IISK 

SEcntary or StatE, 

Washington. 

GRAY 

Pal'S. I 

DatEd Karch 11, 1~0 

REo'd Sao& P• •• 

S2S, March 11, 4 p • m. (SECTION EIGHT) , 

Application tonal tar such oar4a mua t bE 1Ubm1ttcd on 

April S, 1940, to thE Ka1r1E or thE 411 tr1c t 1n wbloh 

thE applicant paaara thE nigbt of April 2-3. Subse­

quEnt inatruotiona will f1x thE conditione under which 

thE cards will bE issuEd to thE public . Ration oarda 

wlll bE in tour catEgor1u, namEly (a) ob1.14rm ot 

UDdEr thrEE ycara or agq (b) oh1ldrm of tram tbru 

to tWElVE yE&I'I Of agE ; (c) pcraonl ot from twElVE to 

SEVEnty yEars or agE who arE not mgagEd 1n man\IAl labor; 

and (d) pErsona Of from twElVE to IEVEDtJ JE&I'I Of agE 

wbo arE EngagEd 1n aanual labor. SpEcial dtolant1on 

IIUJIPBf 

we 
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Jo, noT 
llall,1eo\1 Bz st"n heee 0 t oa.. qU• 

., a.nt• - tiM hni41a ·--. 

OIIOlUL 6 !IIIII CCWBI Sf AD IWL - CClUDICAila. 011'1' Sf meyn, 

V••h1-.toa. D. C. 

lllra 

I ban \1M ho11or w npon, f or tiM !'Ha.arr ~-• .J.eo, \bat 

1~ pren c at oa the llruWaa forelp bllt Uoree quoh4 1a .., hlecr-

110, 95 of Maroh 7, 1114111111', ha• u. ••cr• ..a 11u r.tleotet t~w lo••a­

•••'• uxin;r \o aT014 hlwiiiC lh aotloa 111 rela!DC Hl"'loe of 'tlw foretca 

4ellt aari a hoetlle pll\llo oplll1o11 here. A aote of IIPOlocSa :rue ~all 

the pree• uuo .. , a4 the lllllhhra for J'orelp Affaire aa4 J'lUIICII han felt 

obllce4 u ~if7 t1w aetn-• 110\ oal¥ to \1M pa.lllic '-' aho to \1M 

other offloera of the Gnaz eat, (!be Prae14a\'e- &\Utah -• ..U 

Ulutnte4 1a \1M fla.J. etace• of tlw 41e-.dolle *- llle 11111iner fer 

:roretca .tnaira tol4 Ilia \hat tbe J'orelca •JidlloUere ProhoUft ao-u -11•­

...- :JiruU' 1 offer iae4eq1ate 1a ~ 11114 -\hfii0\01'7 la UetrikUoaa 1M 

r~e4 .. Ill there 70Q area tbe a.ert- tb•eet .. • are 1a .-pleM IIC'"II 

aa\ with !! - th-., \oe Wall: it MUer fer :JiruU W _, aoWac at aU,•) 

1M tie .. J.-ire J...-1 .. 0 11'111! .t ._.. ~. rnl- tiM ...,. ••• 

oft• ~ Jaere that tun 1a ao po& r ua 11111r • stl ,..,, _, ~ 

• lh teretp ..-., Ulat - llu ~ .._ paU oat 1a llliflW ... 

--'latloa tMa wu .mall7 noeh'e4 t'na \1M ..ut .. ia tiM tint ~ • 

... tMt • ail •11 _,_ r n;r - ao\hlac -· BJe • 1 1• tMa 
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..u• 8114 oo.tl&.ee .-.-., :nr~ k lnatl'• ~u-
8114 a 'o•Uoa --'•• no., n14lll ..U. -' ~ liMa oMalMI 

wltlwd \M aU fill ~...tea ~ ... be .... , .... 

~ rlplJ- h all \Jato 1111* fill - 11ao 
Ju' liMa c:tna 1a \he ._ .. ~ wlalu, ....ur-
1~~& u.. pla fill 1,a., l'u • Ml"floo • \he 
~OHlea uM - I-' s.a u ... ' ,,u,. 1M .-t•• 
fill \b.lo 1-ciol&Uw -' on ..UoU. ~ lMl..U 
oOJ*Slal.lT a cl-utraUoa fill &004 ~al\h • U.. port 
fill ov ooaatl-7, a r......,.s Uoa fill \he aooa111 \7 fill 
pzoonnlDC \he oaa\1'7'• oncll' alnM, alii a pi'OOt \he' 
U.. ..,.,.hbaUoa cl- •• acloreo, 1IU Ual .. , U.. 
aoual••• pold fill 'l'low Uld -u apJ*O't'O \he 
replcl.laUoa fill o'hl'pU ... oeale4 wl\h u.. .. u..t 
cllcait7·1 

.&ftw aa litton to Ju'lt7 ,.._ •-• • wla1oJa :lndl h to 

r•- oonioo o~ tM cloM, tile })~Fer ~ ooat~a 

"Wow 1n u MftU \lao p1.q., •k'ac 
0111' 1Ioft .ttona ~- Uao tal'llbl alii oo ... 
"•'• hlftn~ fill \he o'hl.ScMl• Uaat 
.. !law 8C1'004 to, llru11'• poaol"bUUloe 

tOI' npa•,.• lll'tl --· Ih pot-*1al1Uoo 
tor work oorro.poad. to U.. olllt.PU• u.-4. 
J'or u.. Ol'ocllt ot U.. o-'1'7 alii tOI' U.. nn ooaU ... 
ot lh -*•Sal UnlA!pM&t, .. _, u.. acr--* to" 
~al~ o"boan'M ..... • 

ft.lo •• 151. 
BIU., 

Yllltea 0. , I ... ,, 
GanMlu .t bb -.. 
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a. &o .J..S.., ._. u, 1!1110 

•• 2700 

~~ .._lU• hnlclllle._, Pow ' ott •• 

OIIOUAI. m !IDI oc:.ua n .aa JU.IJ. - OODIIIIA!Icm hr n .,. •• , 

' 

••hlllcto•. J). 0. 

8lrr 

I U... the lloaor to b •It »rwUla, tor .U freanr7Dtpar.._, 

~ao, c:oploo or lHI~ t!t,..,&lhh 11114 Partacuoo '-'a or • lo"• 

roprUac u.. r• a:Uu or -nee oa the -ulUu torelp &eu U.t 

I reoo1ft4 tna u.. llrulllu lllaht• tor :rorolp utaln u4 quote& 

1a ., tolocru •· 102 or March 9, 3 p.a. 

a .. poott'all.T 7WU'O, 

:ror the .a... .... rr 

YlUl• 0, Bv&oU, 
Onuwr or labuq, 

~OOU'MI 
1, ~ l•Uoa ol't.uor froa Onaldo MaMa 
2. ,........... ... ., •• 1 • 

.. 

Regraded Uclassified



236 

hclown Jo. 1 \41 Deepaw.ll Jo. 2700 of llarcll U , 19110 f ro. ._.q 
at tio 48 1!!!1!! 

( !ranala UoD) 

•Mr • .Aaba .. a4or, 

1tio 48 l&IIOibo 
March 8, 19110. 

11 ban the ho110r \41 ill!ozw Tcro.r :bcallnCJ' \bat the 

Bradl1&1l 0oYer111U!Dt baa 110 wor~t plalle tor .., or 

the .,.ar fUture for the repatr1at1oD of bo.U ill aXDOea of 

tha UIOrUuUoa iJidioa ted. b \hie prOPOeal• !ha Bras111aa 

OonrDMDt bopae \1:& t, ill dna ti.lle , bprortllC trad.a aD4 

urhenp colldi Uolle ~ peraU U \41 &ft1l u .. lf of the 

prortdoDe of .ArUcla 1(6) of the .Ara* Plall Deere• which 

per.H euch 114di tioliAl reparebt. .. a u tha opeD .arlao t, lJD4ar 

DO eolldit1one, boWOYer, doee the Bras1li&D Qoyeraant i .Dtelld 

1 P1•••• aoeapt the e>;preuioDe of rq h1put coDddaraUoD. 

10swaldo AraDha. 1 
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I '-~~it 1~! I . ff" ~IS. 0 • ~.. • 

f I ,ri!t';~!if I • .• i i I . ~ . I f I I i • 
. ~ ! I f t i i; f . - ~~~il!:~}ljr. I i I '1!. ~ ~ 1! ··i. i r ! I ,Jt'·J 1 , 

t I 1 i: (f, p• ,1 .. 
J· J t i•f'"l .~ .{; ~ 

: 0 • ~:. I ... : . .. • • ~ I C 

r~ · t · in! 1 n q li d ' .J~f~ ;p tr l " s r (1 .. 
i 'iff 1 ° rt • r·s r 1rf ;-

• 

N 
w .... 
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STRICTLY CONFIDENTIAL Z38 
TREASURY DEPARTMENT 

INTER-oFF'ICIE COMMUNICATlON 

DATil M&roh 11, 19110 

liT l!ppOillbea\ ..U \~ Kr. Dalm of the l)epanMJat of 8\ato, \be 

Seorotar:r reco1n4 thia DOI'IIillc at 10al5 tho :Br1Uob AlllluNAor, tho :rr-b 

.laba11ad.or, Proto .. or IU.ot &4 Kr • .lab\~tldn, Kra. noh, Mr. 11111h eD4 

llr. OoobJ'u wore :pnont:. 

1'bo hoDCb ~aoNAor, C-t 4o Saillt-q,w.U~a, thenked. tho Soorot&J7 for 

the opportUJaH;r to proooat the t- blocbd.e o:xporto, &ll4 uke4 Proto .. or Blot 

to o:xpla1n tbolr a1oo1on. Profoooor Riot wao eppreo1at1n of tho aoo1o\aaoo 

vblch tho Socrotar:r of tho !'roanr;r bad. bon utoDdiJic tho .AJ.Uu, part1C'IIl.arl.7 

t~ Kr. Panio. Proto .. or llbt kaow that Socrotar:r MorcathMl vu ..n 
of tho nrlouao .. of tho .ll.l1u1 probl••• part1CI'IIl.arl.7 tbcoe porhhl ac to 

raw •ior1alo &ll4 oapoo1all.7 Mtalo tor allo;ro, ncb u 110~ &ll4 tucot.n. 

Profoooor IU.ot 111.41cato4 b1o bcpo that tbo:r al&)lt. ban fUrther Uoouo10Jao vUb 

tho 'l'r.anr;r 111. roprd. t.o tho Nquiroaah &ll4 probl- of tho .ll.l1oo. 1la bcpo4 

thll.t throach ncb •oUaco tho .&.or1oaa 14Mo 011. tho .. pro'bl- oCI'IIl.4 bo obta111.o4. 

1'bo Secrotar:r of t.bo 'l'roanr;r o:xpla1u4 that aa:r -oeoo wblob bo bad. 

acblon4 in cooporaU~~& with Kr. Partie bad. rowJ.to4 troa tho fi'UII:Ilooo ill which 

the;r ba4 approachocl. tbolr tub. 1la 4oo1ro4 to bo equal]¥ tra:alc ill the :pnooat 

••ttac. lie lot the rio1toro lalov that bo bo4 oppooo4 tho1r ooa1Ac to tho 

t111.1to4 Statoo, 1f their alooiOJa vu t o 4oal Yitb tho qud101l of tho blooli:lac 

of M talo for allo;ro, etc. Be otato4 that be bad. co•• u far u ho proper]¥ 

coulcl. in b1o oooporaU011. vl\b Kr. Pv.nlo. 1la oo.plU.to4 tho oft1o1oac;r of 

tb1o can-. 1'bo Soorotar:r otato4 that Profuoor lllot bad. nba1Uo4 tbroacla 

Kr. Ma"bon ld.ou Yhicb could. DOt po .. 1bl.7 be oarrlo4 -t b;r u . flle Soontar;r 

sa14 there .,.. DOthlll& w ooalA 4o ~01lt otopp1ac ob1,..ato of oo:r ltMu, ooppor 

or potro101111. '1'bo aoral Ollllarco icl.oa bo4 booa otrotobo4 ftl7 far ill blookl.ac 

lbl]IMilh of 110l.7W.- &ll4 ill loa41ac to tho Yith4rawJ. of Aaerloaa pooliM -. 

porto troa .Jqoa u4 lluo1a. flle SoorotarT roebAo4 h11 rillton \hat the 'DilUo4 

Statoo 11 -tral IDA that t ho Sooro\ar;r of tho !'roaftl'7 _, roapoot ncb 

llfttrallt;r. 

Kr • .labt-.O...tlda crupo4 tho Soorotar:r'• 14oa u4 e4ftiiAio4 tho tonal& 

that bo M4 ProfoMor lliot ollnl.4 nl!mt to Kr. Pvrio nail quoUou u ""-' .,..,. 
Yith roopoot to probl- oa Yhioll tbe Soorotar;r of the !'roanr;r alcll' h ooualto4. 

Kr. Pvrio oCI'IIl.cl. thOII. tell:• tbooo 11p Yitb SoorotarT llorcatlla. 111. \bo1r wul -

nraauou. '1'bo leorotar;r ot the !'roanr;r 11ppr0ftd. tb1o 14oa. Be •• ..n that 

Kr. Partie 11M aot ;rot b~ tho upwto 'QP to We • oortala pol.ato, u4 • 

tho other baa4, that \ba;r ft'14oll*l.7 bad. oertalJa 1atonaU• trca ... ope whloh 

oboul.4 bo ct.,.. to Kr. Parrio. 

Mr • .labtoa O.*!rb MaUOilo4 ftllco\n u a nbJoo\ Yhioh the;r voal4 Ulro to 

41-•· flle J'ro.P .._...olllor "nl-\ool'M a* tb1o polat that vor.l 11M Moa re­

oo1.,.. that obi,_.• of ~-. or ot w~to. 11M Moa .to ~ O!da, 
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4e1Uu4 all'CI41T ~or tile VU\14 IM.ioo, lnd .nor U'ri'l'lll at " '1& . W. 
b.~a 41nrio4 to n.41nn& !llo loor"U7 o~ tlla !l"twa» ... •• - ~ 
uq ROll 41nntoa. • 1Wot \!Ia\ 1qairtoo W. ...._ .... lato .._ U..t~ 
ot tu llftAH at llac 1:-c wbo wro ro..-at\le ~or ftltclt'- 1hl,..U1, 11114 
tbat it -· ~OD4 tbat ti!Q' WN prtMl~ lrtUIIt. -trollo4, ratblr \Ma 
.&Mrtoaa o01troUot. u. an o~ n.c-•.a oro '-lac Ml411T tu htrllt. la 
:rroull Ieh Ohta 11114 414 aot 11Mw wlla\"4'1JLdU• 11o4 )loa .... 'lMro~. 
lie _. oOitt....._ tllat uq hiJ&ItkD oro 1011. ~rCILL OhlM to 'tbt VU'fWMl !nUll& 
OorporaUor woa14 aot 'llo 41nrtot. lie w.a wiUlac to co lato \Ill• q1101Uoa 
:tllrtbu 11114 t~ U lliPt proporlT 'llo oou1tuo4 'lllltWIIt.ot -.u .... 

!he k1UIIt. .lltbu..Ur ••-' ~aUd1o4 with the p:rtuil:lln ncco•to4 liT 
.Uht~a u4 llppi'Oncl liT loorohz7 llorpatba. LorA Lotlliaa rdao4 .­
naeaUoa ot a •t&t-t to ._ FO••, It _. .- loorot&IT'• tua, '11111oh 
Mt wUh tu eppro'l'lll ot tho nauoro, that Jlr, Sot era •bplT let till pre•• 
lalow that tu lrtUIIt. 11114 J'roMh Jallu..Ure llo4 oallo4 to4q to Mptai .­
SeoretU7 o~ t» !I"'&Wu7 with t»tr 1:11p0rt1, ... aro. :Uat 11114 .Uht....O..Idll, 
u4 tb.U ao -.lMII -. 41-ao4, !'he l'nMh .Aallwu4or 1'108llo4 tb.U at tM 
pre11 oorter- 1a the Dopart-t o~ stato tbt oorrollpft4nh 1114 lloea lullbat 
1r tllllr quaUoaa w to wbttlllr •- or.Uh l£iCil' 'llo trrolncl 1a till 'fillt o~ 
the two e:~p~rte to tb.ll onairT• !llo opWoa alao4 to 'llo lb.aro4 '117 all ta thta 
aoralJI&'• ••Uac tb.U oN1olal ••ttace 'llotwoa the e:~p~rta u4 tu fro&nr7 
aboul.4 llo uotto4 teet ti!Q' ctn rtoo 'to prou epo!lllll&*ioa u4 Jdllllll4erateaUac 
wbloh woa14 1aJaro rather tbu auht till oooporaUoa aow eNooUn. 

1'he Socrot&r7 8po111t with the ho ab.w..Ure ~or a ~ ... -t• lftor till 
two e:~p~rt1 u4 tu Maller• ot Ill• owa at&N with4row. 

After tho 41pari111'0 o~ .- wtaltorw, Jlr, Ooohraa hlaphoao4 llr. Dlma at 
tho Beor•t&~T'• repat. Bo atata4 that .- 'fiaUoro 1114 'llooa riM1n4, lnd 
that U _. ILOt DUotpato4 that .:q later otttolal 'fiiUI wu14 \1 ..U liT u.a 
at tho fre&nz7· .... n • .A.IIt.t~ 11114 lllat oro to .-nlt wUh )lr, Pv'fil 
1r rop.rt to p~Uou oa nratocto •tarlale 11114 llr. Puwt• wlU, 1a t'lla, 
pra-t thooo q1101Uou to looret&IT Xorc-tllla la till -.-1. roatao ot .-u 
perlo41o -•tace· Jlr, :Dua epprool&to4 W• ~oraU•, ... o011'11110o4 tbat U 
,... till proper pla., ILIL4 11l£4ernoo4 tb&t till ~· o~ State ... 110t to alll4 
theM l:ipOr\1 \eak to tu !I" I U: Dep&n-'• 

Regraded Uclassified



... 27ofi 

ltlln0!1 kul11aA J'orelp De\\ Slft&tloa, 

ORIOIJW. .t.ID !1IIID OCI'U:S n Jon WI. - OOIJ'IIKUIOJJ OOPY :at m•m, 

!he Boaorllllle 

lllr : 

!be SocretcT o~ State, 

VaabiDCton, D, O. 

.a.torrlac to IQ' wlecr- •· 102 of llu'ch 9, 3 p.a., trual Ulac 

cop7 ot a ao\e troa \he llrullia IUnleter of J'oroip .&ttaln in re­

prd w repaulatlon of llruiu ... \oD4e ln omne of thl uortbatioa 

la41ca\o4 1n \hi roo•t llruiUu propoeal , I han tho boaor \o o\a\e 

tbat whllo I \olieft 1t \o \o true tbat tho BruiUu Goftl'-d hu 

240 

no worll:o4o-out plua in thle connection, IQ' opinion 1o that tho llrulllu 

cthorltln haft in aliiA tho ponibilii;)" ot bolac able to repatriate eooMr 

or later w1 thln till next tODr 7Mrl llrulll ... tocloral \elide u u -.t 

ot, r~, t• allllon 4ollaro • 

.lo ~ar u I lr:zlow, t1117 haTe DO plua, onn u'balou oneo , u 70t 

t or tho ropa\riatioa of etato aD4 mnle1pal boa4a, 

llupoo\tUllJ JOV0 0 

Jottoroon ~flr1• 

J01alo 

J'llo lfo. 851 
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GROUP ii&fiiiO llll'ob 11, lNO. 
eaao •·•· • 

Pre••ta Ill'. Bell 
Pole7 
Baal 
GNYel 
Bal'l"ll 
CJaltoD 
Ooohl'Ul 
Cotton 
8alrn.rs 
White 
nota 

H,K,Jra 

cocmr.na 
H,Jt,Jra 

Cochran I 

H.M.Jra 

Cochrma 

H,K,Jra 

Cochran a 

H.II,Jra 

Coohrana 

11h1tea 

H,II.,1J.•t 

White a 

.... .... 
Ill'. .... 
Ill'. 
Ill'. 
llr. .... 
Ill'. 
Ill' I 

• 
Didn't we lead a cable to th11 fellow, one ot 
tbe Seol"'tlriea at Bucila1'11t, alklns a 101"t of 
eoonoaaio l"'portt 

Yea, air. 

D14 1t oome 1nt 

Yea 11r, 1t came 1n. 

Well, would rou and Bar~ get ott a cable toda7 
tor mol"' 1ntonaat1on on thie lh-n1an oil - on 
tbat place up tbaret 1b17 are not lettlns anr 
!rl.~ ootane sa• out an4 1 t look• 'Yirf 1ntereat1nf 
and Ha1'1'71 Alhton-Ontldn an4 P:rote110r Riat w11 
be here at 10al5 and I would lilte JOU and Ooahl'an. 

Yea, 11r. 

Are the Alaba•aadore oomlngt 

'l'hlf are -'.ng, alao. 

Shall I 11Dd up tor .., high batt 

I dal 1 t thidt IOo 

You -., re-ber th11 ohap Ontld.n, hi -• the -
wbaa thl7 l&t to C&eobolloftlda ... u, ba ... -

Be .-de tbe ata47 tor tobat JUD11teP ot oaa-•1'11 
tOP JnsJA!Id OD CHobolloftld.a. 

Y .. , 'INt ~"I troa tw book•, _.., CJett7 all 

_. ., t!al otblr, he -• eapaeclill Wit aetlwl"-• 
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H,lf,Jrl 

Wllitea 

Cochran I 

B,M,Jra 

Cochran: 

B.K.Jra 

Belli 

11hite1 

• • 

- 2 -

in which the oppoe1te ., .. •• tekin& pl&oe, 
I jut tho\J61it ;,ou would be interested 1n 
11bat their oo ... nta aight be on that, that 
he waa eelling out the Caechoaloftldana at 
the aama tS... he waa dealing with tbNL Ubder 
order, I auppoae, but I thouFt ;,ou 111Ft be 
interested. 

Well, he wall .uppoaed to ~haYe •de the auPYeJ 
on eioh Bnal&nd ao14 th• down the riYer. 

He •de the aurv417, but I think the oo-ente 
ot thoa e writ ere were t:ha t the plana a a to 
'llbat to 4o with czechoalonkia were known be­
tore ha even went dom there. He juat went 
dolm to get th- •lon8· 

Well, he bad bean 1n the toreign ottioe aa an 
expert on that part ot Europe and he went in 
with Runo1man, you aee. 

Well, he baa been 1n the United States ten daJa 
and I wouldn't aee his until hia ~aaaador 
brought him down. I ude it just aa dittioult 
aa poeaible tor him to get bere. 'l'b417 han bean 
waiting ten daJS to see ... I have asked both 
Alllbaaaadore to introduce tb• and I -de it 
juat aa dittiault aa poaaible. I rarel7 do 
that, but I ba •e in this case. 'l'be7 b&Ye been 
hare about ten da7a, baYen1 t th.,., 

I made it a a dittioult aa pouible tor th• to 
00111e over here. 

Barl'fo hare 1a the letter troa Bcolea ( lfaroh 8, 
18.0) with a OOP7 ot hie ta to Jlr, Berle 
on our Bank. 

Here 1a aaothar one dated the 8th. 

~ 1a elated the 8th. '!Ure are a aeriea ot 
tbNL 

Berbertt 

242 
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Gaston: 

H. Y. . Jr: 

Gaston: 

Klotz : 

H. M. Jr: 

Gaston : 

H, lti , Jr: 

Gaston: 

B.M. J r: 

Gaston: 

H, M,Jr: 

Gas ton: 

B. !d . Jr: 

Schwarz: 

H,M,Jr: 

Fol ey: 

• 243 

- :5 -

I den ' t think I know anything. I forgot to bring 
baCk with me a letter to you from Mr. Eccles wh1Ch 
would CO=!lplete the record, which I th1nlc 1a aut­
tic1ent to complete the r ecord. I don't think it 
needa any attention. It ia not even tunny. 

No , and I think --

It even weaken.s his case , It ia like a man talking 

to h1maelt. 

It is e~ctly llke that . 

I thought that the record would be completed, 

It ia a very satisfactory completion ot the record. 

It anybody 1a interested 1n the Ecolea-Laaser- Mor­
genthau correspondence, 1 t can be seen, 

You may have read Ernest Lindley's column 1n yes­
terday's Post . 

No . 

I think i t ia worth noticing. 

On that subjectt 

No, it ie on the necessity tor another supplementary 
a ppropria tion tor work relief, 

Would you get 1t tor me? 

Yea, ai;l'• 

O. K. 

Edt 

Here 1a a reference to the teatiJion;y ot the l'iaVJ' 
before the Bouse !laval Atta1ra COIIII!dttee on Elec­
tric Boat. I thought you would be interested 1n 
it. 

And here 1a an article 1n Oolliera called "'l'h• 
su1o1de Squadron, • where they put the Whole thing 
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Fole71 

B.!J(.Jrz 

Cochran I 
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Ooohranl 

Schwarat 
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-.-
on the Pree14at beoau .. there wa.n't llllJ op­
podt1oD. I ba" aal'lte4 the plaoee ,uu OU&ht 
to read. I baYe extracted the teet~. I 
4on 't thlnk )'OU waDt the 00117 ot tba teets.-7 
betore the Oo..S.ttee. 

•o. 'tlhat elee! An)'th1Dg oil SUl.lban! 

lifo. I e.nt a Jllai0Nn4ua o•er to JU.er Oil 3atv­
da)', g1Yins h1a the •terial ba waDte4. 

Well, I - a1 tt1.ns tiS)lt. 

Well, John SUllivan UTanSe4 a meet1ng tor 
Wedneeda7 at lOtOO o'clock. 

See it I can r8111ember - thle 1e not tor the 
reoord. 

(Diaaueeion ott the record) 

Proteeeor Rlet telephoned a while ago. I ha•en't 
beard from him einoe he hae been 1n tom. Be 
&eked it we wanted to set out a preee OOIIII!amique 
tollowins thl• ••tins tfda 1101'Ding. 

Oolll!lunique! 

I told him thle wae ,.our resular da7 for a preu 
oooferenoe. 
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I •• going to aek, 1n view of the aJ17 queatlooe 
preYlouel)', I would like to be able to tell the 

bo71 that the)' will be here. We aliiOet told th_, 

but,.-

He 1&1d he ..... going to draw up •-•thins to -•t 
their idea and eubll.!t it, too, tmt the)' bad ooaae 
to dl•~• the eoonCIIIs o reper~eione trca tbl 

war on different oountriea, and lo oo. 

I think tbe)' are up to eCDetb'ns. It ie a little 

~NIIl&· 

Well, pereonall)', I tbSD)r the liON that I oan teel 

'WQ' •7 - I th1r111: I •• rlpt wbeD I told Pal"'fie 
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to tell them the 11111eting ,.., go1ng to adjourn 
in New Yorlc and I Rill tiolcled to death he did 
juat what I told him and tt..t h tine, beoauae 
now the thing ia out or the Treaaurr and the 
pressure ie on the Alliea, aa to Wb&t lcind or 
planes to b"~q, which 1a 'ttlere it abould be. 

I 1h1nlc tllia. I Rill th1nlc1ng out loud. I think 
the thins to uy is juat eimply this, that the 
British and French Ambauadore brought 1heir 
reapaotive boya down here to introduce thtlll to 
11111 and the thing waa silllply a tor~~~&l occasion 
and there IIIRY be other meetinga later on, 'but 
nothing took place, other than an introduction, 
and the chances are Jiine out of ten that ia all 
that will take place today. 

While they are in here, ,.ou llligllt reoo111111end tb& t 
they uy the aa11111 thing. 

o. K., juat that they came here and were intro­
duced. We didn 1 t get down to any bua1neaa. 

Or you could tell Mr. Rist that the Secretary 
aeea 1mportant people all the t1111e and doe an 1 t 
get out a coDIIIlWlique each t1me. 

I almoet anticipated your reaction, becauae I 
said, "You are just coming down to call on h1lll 
this morning w1 tll your Alllbaaaadore and that 11 
all that is to be done." 

I have never gotten out a communique. That 11 
all. I think that 1a enough, don't ,.ou th1nlc 
ao, ChiclcT 

I 1h1nlc eo. 

BerbertT 

At &n7 event, it ia your ottioe and nobody 1lho 
viaite ,.ou lhould give out Rn7 umounc ... nte 
about a viait to 70u. You abould give th­
out. 

n.y llisht want to uae it ae a aon.ndtng board 
to llbow the tolke back !1o1M they are wol'ltin&, 
blat tllat 1a tbe1r probl-. 
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I th1DII: UDle•• •o-bo47 d .. elope - do .. U7boc17 
know tb~ are -'"8 at lOtUS! 

Not 7et. 

I wouldn't tell ~7 aa4 a!'ter tb.e7 go, I 
would elllpl7 tell thea that llr. Schwara 1lbo 

looks atter tl1e preu tor u, will elllph tell 
tb- tb.et tb&7 were brouaht down bere to aa7 
bow do 7ou do. 

Bow tar have we gotten! 

I waa t11e laa t one. 

Could I aee 70U tor Jut a a1Dute attel'Wal'dt 

Surel7. You aak eo n1oeli' Bow did 70U like 
the danoing at the Bl'aa11 an1a Frida7 afternoon! 

'!'bat -e "1'7 tlne, I tbouabt. 

I have ., ap1ea evez jw'b!lre. 

I tb1Dk I kDOW tbe one 70U mean, 

Yea, suNl7. 

Qliok! 

To complete· another reool'd, it 70u haven't al­
Nad7 been 1ntol'IM4, tbe oaee 1n Qlioago -.be ... 

the two Aefllat&nt u. s. Attol'lle7• bad been 011 

trial tor al!:f!: br1be1'7 ... au.lted in a o~ 
Y1ot1on* I tb.et w1D4a that 'liP• 

Qood, AJqtb1ng elaet 

'!'hat 1a au. 
I will ooae to 70u, Georsa, laat, 11114 I will 
slYe 7ft tll&teYer tt.e 1a letto 'ftw bo,-1 bare 

will .._t to bear J'OU• 

We bad a Uttle n'IU'Z'J' onr the week-eDd. two 
QeMd1• Aa7 a'rtatora tell 1nd4e tbl AMl'lO&D 
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lines and nobod7 knew what to do with thea, ao 
JUIItioe 111 going to pau on ~ th1a 1101'111Dg. 

Couldn • t 'J'OU move the bordetof 

The trouble ia, one or them wae injured a little 
bit and he couldn •t 110ve. Otherwiee, I think we 
would !:ave. That 1s all I have. 

There wae an 1nnow or capital or 30 million 
dollars l ast week, nothing special. 

G.-eat Britain has eliminated all ita earmarked 
gol d. I t had about 25 million. There ia none 
there now. 

Sweden loat about 90 million dollars 1n the laat 
few months. 

How muchT 

90 million. I have a little memo on it. (Mar. 11) 

I have a copy or the conference w1 th Mr. Purvis 

here for t he r ecord, but there 1a appended a 
br1et note which I w1ah you would read and con­
aider, aome question. 

All right. 

And I notice that - thia _,. have been called to 
7our attention - that China ia collecting five 
million more ounces or silver that ia on its .. ,. 

here . 

I ~dn1 t know that . 

It 1a dated March 7 . It ia on the way to Rangoon. 

I ought to 11ay how do you do aolll8t1.ae to.,rrow to 

Buolc • 

.Ul right , air. 

The detailed report tlat we weN waiting tor from 

Ita17 hae ooM. It waa aent b7 -il. It giYea 

247 

Regraded Uclassified



B.li.Jra 

1ih1te a 

B.M.Jra 

Wh1 tea 

B.!ll.Jra 

1ih1tea 

B.M.Jrt 

B,M.Jrt 

White a 

B.K,Jra 

R.II.Jra 

'elitea · 

- 8-

tbe l1at of oommod1t1ea tb&t theJ are goiz18 to 
auba1diae b7 20 percent. It oovera a ver, large 
portion ot their trade with u. We would b&ve 
no oboice but to poet ocnmtel"ft111Ds duties aa 
soon u tbe tb'ng oo-ea t:hroll&tl· I aa urel7 
lett1ns JOU know now. 

can JOU •it until Mr. Welle• aailet 

It prob&bl7 won't -

It will take at least another week, won't itt 

lluoh aore tbm that, but I -an trom now on JOU 
rill probabl7 be beariz18 about 1t, 

Ia Gbeeae on tbatt 
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I don t t lmow. lfe can 1nveatiga te that more oare­
tull7• Some ot the dU111p1ng oaaea hu·e been 1n 
the books tor t1ve 7eara. You oan eat cheese for 
five 7nra 1110re. 

Do you think 1 t will a t1nlcT 

It should aaell better. 

I a pent the week-end Y1 th 1117 aon, ao I picked 'QP 
a little college language. 

Ooloab1a, 1n 1ta repl7 to the IDter-._.r1oan Bank 
q11eat1onna1re, stated that the7 needed a gol4 
loan ot 15 1111ll1on dollars, 10 millillll ot Yhioh 
would probabl7 be needed th1a ,.ear wbc tbe)' were 
asked 11betb&r tbe7 ooul4 uae an7 oapitalp and tbe7 
aleo aa14 tbe7 1110uld like to borrow 23 181ll1on 
tor 4evelos-ctal loans an4 tbe7 have got the 
pulpoaea 1nd1oated. I tbou.ght JOU aigbt be 1n• 
terea t.d 1n tbe -.ounte • 

'!bare ie our Director• on the Dport-~rt Bank. 

Y•• 

Doea be laloW about itt 

I don't thS.Dk eo. Do JOUT 

Regraded Uclassified



Cotton& 

White a 

White a 

H,ll,Jra 

Bell: 

Whl te I 

H,II,J:ra ' 

'lbltea 

• 

- 8 -

I ba•en1 t aeen 1t ,-t. 
'l'b1a 1a a -11 l;b1ng, I dooll't lnlow Wbatblr 
theN 1a uqtb1ng 01' DOt, 'ba.t ODe ot the boJe 
oal.le4 a:J attent1on "to the taot that the p:ro-

4uot1on or oo1D.a 1D the BaNau or the 111Dt 
tluotuat .. ftl'7 gNatlJ a4 Ule m.be:r or .. 
ploJ .. • tluotuatea. Whether .1 t 1a due to the 
oo1Da ozo not, I 4on1 t ~a~ow1 _'ba.t there aisbt be 
a ohanoe or el taler 1Dozoe••l.D& oo1D pl'Ocluot1on 
1D ct1o1patlon or t\!.ture Me4a 1D tbe next 
tn .mtba o:r not. 

Glve lt to Harold. 

But I don't lmow bow 1111oh theN 11 to lt. 

Gln 1t to Harold. 

Approprlatlona available tor the pa1J118nt or •­
ployeea lllisbt han aoaeth1Dg to do wlth 1t. 

Except that anyth1Dg the Governaent baa control 
ot certainly ought to be atab1llaed, 1t poaa1ble. 

The Bl"lt1ah Goveroaent re~1alt1on ot Britlab 
abipa tl>r the Ullited statea e;q10rta or cotton 
to tbe United Jt.1ngdoa 1D4lcatea that ou:r ootton 
exports wlll be cut 4own Yer'f ahal"ply dur1Dg 

tba next tlve or ·~ IIICIDtha UDleaa the7 aake 

•- cbmge 1D their regulat1ona, 'ba.t tbe)" auat 
ba.e ctlo1pate4 tbell" puz'ohuea men tbq IU4e 
these :regulatlona, ao that probabl7 thla i.e a 
good to:recaat ot wbat theJ a:re golng to ~· 
It baa got dOWD to 100,000 balea. 

The p:reU•'""r'f tlguru to:r Peb1"4a1'7 trade a:re 
1D qow 1 _ I •en to:r the whole aonth. It 1a 
s•'1 aU.l.loD 4ol.lara for ~ •nth ot JPe'bzouar7, 

PaYOHble' 

'l'llat la the tota1 ellpC)rAo ... doD1 t knoW 0111' 

lllporta ,-t, ao I c!ca' t know "lllat taw be1 anoe 
will .... 

B.II • .JI'a Mft 
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Yea , and that 111 compar ed w1 th :169 1n Januar:r . 

How much i n Februar:r or ':19' 

I haven 't got that here, but it 111 aubetantia ll:r 
1n exceea or Februar;r, 139 , but there ie not a 
clear seaeonal movement between Januar;r and Febru­
a r:r. Thie ie greatl7 in excen or last Februar:r, 
llhich _ ., low. Some ot that - the t1gurea would 
be larpr, we gather from the data which you 
initiated and collected, which George will have 
aomething to aay on, which ia ver;y interesting, 
becauae it indicatea that atutt ia pil ing up !n 
the docka. The atutt hall ·been sol d but doe sn ' t 
appear in the export figurea , becauae it ie 
piling up. It will be probabl7 tive or ten per­
cent greater than tbill in both Januar:r and Febru­
ar:r . That 111 all I have, 

Harold' 

Nothing. 

Dan' 
All long aa Harr;r baa mentioned the Government 
a tab1liz1ng ever:rtb1ng llhich it baa anything 
to do with, I might tell you that Eugene Me,.ere 
came to aee me two or three week• ago , ea;r1ng 
that a n\llllber or merchants in Washington had 
approached h1m to start a newspaper ca.pai gn 
t o get the Government to change 1 t e pe.;r daya 
so that there 110uld be atabillt,. 1n the now 
ot pe.yrolla throughout the month. 'nle merchants 
her e 1n town have to teke on a nUIIlber ot am­
plo,.eea tor about three da:ys right after each 
pa7 day and then the7 have to let thelll go, 
whereas it we had a number of Jl&7 days throuput 
the month they could stabi lize that empl oyment 
and it wouldn ' t cause these peake . I told them 
we would look into it aDd I have appointed a 

-m1ttee. 

Bow does he want ue to pa7f 

Well , he would l .ike to have ua etager the pa7 
da711 and thel"'l 111 eome eenee to i t , but i t 111 
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going to be awt'llll.J baM to set the emplo1ee 
uniona in the department• to change their Jl&'7 
da,.e troa the ~let and the 16th. It would be 
a nice thing it we oould ba .. a Jl&'7 da'7 e .. 1"'7 
two weeke, 16 p&'7 d•'7• in tbe ,.ear, end ••'7 
the Tre&IIU17 Department h paid on eveey other 
Jlonda'7 and the Interior e'tel"'7 other Tuellda,. , 
and eo forth, eo tbat n would ba'te • P•'7 da'7 
everr da'7 1n the year tor the departmente. I 
th1nk it JUkes a lot or eenee. It would aleo 
etabil1ze our peaka - or iron out our pealca 
in the Diabureing ortice and &leo eliminate 
a lot or linea that we have 1n the Cashier• e 
Room down in the Treaeury building. 

Sounda all r1ght. 

They reach alllloet around the building twice a 
month, but anyhoY we oould - the other day 'llben 
,.. were with the Pree1dent he &eked it he ••• 
going to get hie uaual report• 1n llarch. 

I have been eending thoee e'te1"'7 day. 

You are sending the onea I send to 1out 

E"f'e 1"'1 da,.. 

The ~ bonda, '70U ·aaked me the other da7 it 
there -• ~ l11111t and· I a&id I didn't think 
ao , Ybat Ye could aell tor truat tlmds. The 
l1a1t -• three montha and 1t 1e up ~rrow. 
You lulow 1lba t I meen. 

lfo. 

The hundred million dollare --

Yea, there -• a l!Ut. 

You tbolacbt there -•· bat I didn't think tblre 
.... It ie three JDOnthe and it ie up t_rrow, 
eo that there ie 10 .S.Uion 696 thoueuw'l lett 
and the Poetal li&Yinge baa .ade plent,. ot IK)Jle7• 
It will give t~ 10 million tour, au;rt~ow. 

Bow-ab do tbe7 baw alreadJ' 
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!her haTe bad - .. u. I 40D1 t knoW. ao or ~ 
11111 ion, or ac:aet:htns like that. 

I thought 1011 ba4 an idea. 

Would 70U like to gin th• the bal.anoef 

Yes. 

I sent Tho-.pson' s 1110tber-1n-law nowera and 

dsned "The 9aSO Group," Saturda)'. She died. 

Sural)'. 

Senator Thomas bas written the President quite 
a letter on hia bill eonoernlng gold and I 
think we alao have a request for a report from 
the Oolm1ttee on it, The President a&)'a, •For 
prevaration for replJ for~ aisnature.• I 
don t tbink 70U want to aee it, do youf Sb&ll 
I turn i t over to Barr)'f 

Yes. 

Dd4 )'ou get a request from the Preeidentf 

I think there is one 1n. 
that, And these are tbe 
on the 8elf-Belp. 

I tbJ.nk I b&ve seen 
t wo ae1110randa to llisn 

Oh, yea. I will do that when I have lunob. 
I know there is a letter from either the Governor 
or tbe Senator of california on the Bank of 
America tbJ.D8 and I - alaoat aura I aent it 1n 
to 70u. It •7 b&ve been tbe Governor or the 
u. s. Senator fiooa California, 11biob the Pred­
dent wanted ua to draft an -r for. 

s-tor P1tt.an. 

Waa it P1ttllanf 

Yea. 

Pittaan -• taw OD17 one. 

You a'ped tbat. 
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You 1nlt1alled tbat on Thul'llday, 

I thoug}lt lt wae Senator - whatever hle naM 

le, 

You ..ntloned lt to - and I aaid Pltt.an and 

JOU Mld DO, lt wae -

Oh, Plttaant 

•••• Downer, but I haven't eeen it, 

That 1e all right. 

Wben I read the lllgnatuH, the only thing I could 

make out of i t wae Z:ey Pittman, It wae on the 

Senate etatlonel'Jo 

All right. O, z:. f 

That ia t he only letter I have eeen. 

George, t ell ue about your trlp, the hie;h epote. 

The real lntereatins etutt ia eo contidentlal I 

can't mtmtion lt. I can juat JDentlon V8l'J gen­

eral te:rma, unlesa you want me to , 

Did they g1 ve i t to you ao oontldentlallyf 

Vel'J auoh eo. The two placee uked it it •• 

juat going to be tor you. But I can eay thle 

.mob, Kr. Secretal'J, all ttw f~c .. tbat I 

vleited were aurprielngly opt etic and their 

aalee figaree aupported their poeition and 

only one lnetance waa the railway equlsn-nt 

OOJIIPClY where their ordere bad gane down and 

the 'tlbole· - all tbe ottlolale ot the coapan.J' 

were tied 'lql for two daye that I w.a there w1 th 

the c.I.o. ccmtroYera,., eo I eaw th- before 

l OaOO o'clock one dq, but ord1narlq tbie 

partlCIIIlar ottlcial baa been Yel'J peeelaietlo. 

I tb!Dk he 1e naturally 1nol1ned tbat way, but 

DOW he ee_. to be optlaietlo. 1'beir ol'dera 

bad droppecl ott, bat he eaid the7 bad nob 

aood bu8hM•• for the laet alx -tha and ~ 

u:peota th- to be re.,...,, altlloU#l he la 

:ratblr 1Ddet1nlte Where be e11pecte the baalDeea 

k-~. 
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I will tell :rou what I will do. I rill eee 
Cotton and then I will eee :rou. 

All right, because there are an;r or tbeae 
rig~~.rea that the7 aaked ae it tbe:r were Juat 
ror :rou. 

AN the7 good or be.df 

Tbe7 are good. 

I noticed that Clapper had an article which I 
take it :you are going to take up tb1e morning, 
becauee it juet c&me to f1r1 deek before the 
meeting, 1n which he epe&ke or the u. s. being 
the perennial aucker, taking gold. and ao on, 
and {)~::rizlg $:50.00 for gold that can be produced 
ror ~1.00, and ao rorth. I -• wondering 
whether there wae &J:Q" rMa1b1li t:r 1n the eug­
geation of getting the oolumniate down, poaaibl7 
aau or the report era, md ,-ou holding a sort 
of gold oonterence and let them fire queatiCI'\a 
and let '• aet them a traight on some of these 
things. 

Talk it over with Chick, will :rout 

Yea. 

See What he thinka about it. 

All right, it Cotton ata:ra, and. then Oeorse, 1t 
,-ou rill wait outeide. 
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•• ._.,. w-uoa 11ae ,_, boa -.u 
.-tl»lo oa U.. -. U. llrl\lu "~*~' \o follow 
la 4hpo.UC ot .. tEo nooko ... ,. ooc-e\orod 
tna \Mlr -u~ •• ,. Ulero h .. m4aaco U.\ 
llq111d&Uoa b&e ,et 'bec'aa· hrotca ll(l&ld&Uoa ot 
froo -lu .. h curr•U7 at a OOIIII*r&UTOlJ' low 
loyol, c-era11)' naalJlC at 1oee \baa $500,000 a 
~SaT, coa\rae\o4 wltb. 110re \baa $1,000,000 a ~SaT la 
Oo\o'bor aa4 •oT•'bor. ~ la _,.1 uoaah ooatlaue 
froa Ho1laa4, llwlhorlaa4 0114 \he :r.r -... SO.U. 
.a.. ... loaa lllhr .. h b&To abo be• ac~uac _,.1 
-hot l7aUo4 S\&tee eocarlUee. fheeo pvebaooe 
froa aoa-'bolllc ... •h oooaaio.-3.1)' ncoo4 oaloe froa 
the w.rrlJlC aUou 0114 llaTO ba4 \he oftoot roo4a\l)' 
ot cubioD1Jic U. ottocte of :BrUlu aa4 hncll Uqd-
4aUo-. !o\&1 n1- ot f orotca 'bualaeee, bow'"or • 
r-lae _,.1 aa4 oauaoe coneldarable _.,. to broare 
wltb. oztoaelTe forolcn enab1l~ate. • 
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!he abon eblpMa\a will 'be ~14 \o tbl U, I, Aee-r Clnlae a\ ... Tan, 

'rhe :Boab!Q' ell'IW ~tatlaa worlcM nt ta tbl equhalat at a.1.371. ott 1ft'#. 

Ia I.aa4oa, \be prl- flDd. for 11p0\ 8114 fonrar4 ellnr llotlt. 4ocllM4 1/U. .. 

a-1/164 8114 214 roopootlftlT, !lt.a U, I. equlYal.011te wore 36.119# u4 )6,151. tile 

rec .. daa la \lt.o J,olllllloa q110\Ulou wu a\\rl'lllllW \o e.Utac at -. pratatloa ollyr 

aDd 11141• latoroete vwe r11p0rtot u 'tna7ue oa tbl fall, 

1!u4T u4 s.n.•e u4 \bl froaov71 e prlcu for fonlcla ellnr ftll'e ao"=p' 

at 34-3/'4; u4 35# roopootlftlT. 

Yo -.de e- p:ll'olt.uee of ell'IW \otaUas 725,000 -•• 'IUII!or \bl lll'IW Jluo­

cha .. .Act. Of tble a.aat, 200, 000 OUDCH repr .. eato4 a &ale froa s.-to17 u4 

the reu.lnlac 525,000 oucee aoadato4 of aew pro4uatloa froa torelp -torlee, for 

forwar4 4allnr;r. 

• 

. . 
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TREASURY DEPARTMENT 
260 

DATil Warob 11, 194o 

Subject: 

8eore~Ar7 e ' bau 

Mr . H 
' 

Wheat export ealee and other aarket data fro• the 
rederal Surplue Co .. od1t1ee Corporation. 

Feb. 27: It 11 e~1dent from the report• that we get that 
poee1bl7 ae much as 50 per cent of the loan wheat 
bae been liquidated b7 farmere. 

! be oate market would probabl7 eell higher in ~1ew 
of the ver1 eaall v1e1ble euppl7 and excellent oaeb 
demand were it not f or the rather heav1 imports of 
Canadian oate . Ending Januar1 }1, there baa been 
about 5,000,000 bushels of Canadian oate worked i nt o 
the United States in spite of an ~ cent per bushel 
import dut7. 

Feb. 29: There was a good demand f or Canadian wheat f or 
export and cash premiums on Canadian wheat are firm . 
Quite a lot of the Canadian wheat eold toda7 wae for 
shipment after the opening of navigation. It ie 
expected that when navigation opens almost all tb1e 
Canadian busineea that has been coming through the 
United States 1n t he winter months Will be diverted 
v1a Montreal because transportation coste are oon­
e1derabf' cheaper b7 the St. Lawrence Gatewa1 . 

Mar. 1: 

Sales of Canadian wheat 1e1terda7 were 1n exoeee of 
4, 000,000 buahele. !he bulk of 1t went t o the 
:nngdom with a couple of cargoes t o Scandi navian 
countriee . During the past week, the . total sales 
Canadian whea t have aggregated about 7 ,500,000 t o 
8,000,000 bushele. 

Argentina 11 beginning to harvest ita new corn crop 
and 10111 of the large exporters 1n Argentina adviee 
that }0 dll71 ago the7 looked for a crop of at leaet 
}60,000,000 buehele of oorn but, With the excellent 
weather 1n that oountr1 during the paet }0 4111• , 1t 
11 quite probable that the orop Will be o.loeer to 
400,000 ,000 buebela , •• aga1nat a 10-1ear average of 
about }20,000,000 buabele. 
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Mar. 2: 

Mar. 4: 

261 

'l'he export dMeD4 wae YeJ7 elow both tor Aaer1o&D 

&Dd (lenadl&D wheat. It 1e eetl.Uhd that the Ull1te4 
Iincdo•, due to preYioue purohaeee, ovne about 
50,000,000 buehele or aore ot C&D&41&D wheat. 

~e oloeed i oent higher aoetl.7 due to the bel1et 
that FiDl&Dd and poeeibl7 other 8oaD4iD&Yian ooun­
triee would haYe to buT eome Aaerioan rTe in the 
i..,diate future . 

It wae reported that Finl&Dd and other 8oed1D&Y1&D 
oountriee would be buTing lard. With onr 157,000,000 

pounde in oold etorage 1n Ch1oago , the largeet M&roh 1 
holding on record, the lard aarket &4Yanoe4 5 to 10 
oente. · 

8oae buring ot oorn wae on the bel1et that the exten­
elon ot oredite through the bport- Iaport Bank to 
8o&Ddin&Y1&D oountriee, partioularlT to HorvaT, aight 
reeult in purohaeee ot Aaerioan oorn. Fro• the re­
port e we get, 8o&Dd1n&Yi&D and Allied oountr1ee eeea 

to be in need ot teed gra1ne . 

Cable &4Y1oee froa Auetralia ind1oate tbeT are find­
ing a YeJ7 poor dea&Dd tor their wheat and flour troa 
Cb1na. Jleporte ind1oate that the Britleh GoYernaent 
hae apparentlT pa1d tor about halt ot the 60,000,000 

buehele ot wheat purohaeed a while back, although 
thaT are unable to eh1p th1e wheat aD4 1t 1e being 
etaoked or etored in all atatea. 'l'be euppliee are 
huge. It ie intereetlng to note that alaoet exaotlT 
the eaae thing ooourred during the World War . 
Auetralia b&4 a large eurplue ot wheat &Dd about 

70,000,000 buahele ot tbeir eurplue deteriorated eo 
that it beoaae unalll&ble. Beeidee that , theT loet 
large quantitiee due to deterioration in etorage . 
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aw1aa Oil Ka CC ST.ItiiCATIOH 

..... arolall, 

the •• 11taa,1oa, 
W.U aD41q llal'ah 9, 1~. 

0o!flU1!!1 

( 1) the f1J'a' ... , ..... 1a •u ._ Yvk tlllea iallu aiaM 

the ·~ ot Deoeeber baa lieu e44el to otMI' 1atleaUaaa et aa 

1apJ'OTlJIC 'blae1aeee _.ertoae, 1dd.eb 11lola4a eull a1Plf1aaat 

lt•• •• a noaa• Mrkel •ZpiDiloa 1a ~of aoatU'I'Ou 

aetale, aa lllpl'oT .... t 1a 11141l1Ulal •tel'lal s-"1•••, aaA a 

W1'p laer .. ee 1a 'ezt:Ua Ol'd.el"e. 

( 2) the ••to•lllle 1114uatl"7 ooat1aue •• hl"n 1ll uoellea' 

1&101 I"'poHI. CJoaeral llotOI"I1 I"Ot&ll 1&101 u.paa4e4 Ul"~ 

at the ell4 ot re~. fatal f&n01"7 aalee et eare ... Vub 

in rebzoui"J azoe aet1Ute4 at JJ Pel' out e.lloTe the 19J9 lOTel, 

aa oOIIPU"'Ol WS.th a pia of 26 Pel' out la .101111'1. 

(J) Ia the aoaat1ae the a4J•etecl rBB 1114u of 1114ut1"1al 

prodaoUoa ooatlaue to 4eollu, &114 ao 4et1a1te 1a41oauoa of 

a 0•1 DC llp'III'D baa 70, &PJII&I"e4. the iallU fer J.-P7 a. 
beea I"OT1ae4 4owawl'4 to 119, wtd.eb • ..,.... Wlth •• peak of 

128 la DeerMI", &114 tu lel11"11&1"7 1114u 11 01t1Utel •eauUn17 

., 109. 

(.) M lllpl'oT1JIC •eii40il07 1ll IIDaltlTO ICWDI1'7 prlOOI 

hal arteatot~OI ot aa &ppi'OI1alll.e ....... of 1a41lltl"lal 

-hl"lale . ( •> ftl wcw ... , rotlena aa 11l11"0&10 1a 

1D41letl"1al q iii pel"hape 110111 1atluaoe ot 1Dtl&Uoa&1"7 

pr1ee teldeae1ea ~raid. 

- - - - -
pe ger•!l 11!!!!1• 
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s..pi'OY1a1at: 1a t:lw 11111 .. 1 of •••• 11111 paoollaoUoa 8111 oleo­

trio power proaaou::a, 11111oll otteet: 4eol1ue 1ll ~1a41-• of 

auto.,b1le1 _eteel, laaber ~aot:1oa. Prel1111aar,r lata 
tor the to.u.owiq weelt ohow oli&llt: tal'tber 4eol1aee 1a b 
auto.,bUe 11114 eteel 11l41oeo. 

111.11• u 1aonao1q au.!ler of 11l41oaUoae po1at toWU'Il a 

tlaUen1ng-oat of the blle11leoe 4eol11le, n14eaoe of u s.,pelll4-

1ng u= 11 eUll laoltlng IUl4 ••t awa1 t OOM 1atlunoe ~' 
w1l.l a aariltecl 1aoNaee 1ll aew orf.eN tor aaa\lfaeQai'Ot 

263 

goo4a. O.r weekl.7 1B4ex of .... orf.ei'O tor the t1Nt week of 

llaroh ehon ooM oeaeoaal illpl'oY ... at. (See ObaM 1) !he OOII­

b1ne4 11l4ex hae 11l01'0aee4 to the hi&h .. t t1pzoe UDoe .J'UU&l'J, 

onng to a -.rkecl uptara 1a ealee of oottoD textUeo. fba 

t.pro.--at 1ll Orf.ON .., baYO MOD a faotezo 1ll Ule 11lOI'OUO 

in oottoD a1ll aot1Y1t:T dur1q the week eD4ecl Maroh 2. 

lew orf.ON tor oteel r~f,. NlaU.-etT low, *hoa&h tn~Ae 

reporto 1Dd1oate Ulat the Noeat .,4erah 1aproYeaaDt 1D Dew 

bua1Daoo hae ooDUmaecl, thoreb7 ra1o11ls hopao Ulat tlw Noeo­

doD 1D orf.ere of t1w peot no or ~e .,Dthe hu bHD obeoked. 

The pNoent leYel of orden, hoWYar, 1• appareDU7 oo h1per 

thaD abOut llo par oeat ot 11lduot17 oapaoi t7, ooae1darab1T ba­

low ·laet nek•o ~.6 per OODt operaUq rate. !'he uoouaoeaeDt 

thio week ot uDCihaDI*l oteel pr1oeo tor aeooDd quarter 4al1YOI7 

would appear taYorable tor 1aoNaee4 or4er1ac, ainoe &n7 pr1oe 

unoerta1at7 11lYolY1DS the pooo1b111t7 of lower pr1oeo teDdo to 

bold Nok oteel 'bii7111C· 

Aaoas oteel 4eYelopaeDto 4ur11li Ule week hae been an 1D­

oreaoe 1a oU.otaral oteel awal'llo to tho hipeot total e1Doe 

laet October ( ••• CJbal"t 2), IUl4 an expudoa 1D eteel bu71Di 
b7 auto.,bUe ukeN, IOit. ot 1t beiDI tor qu1ok ohipMat. 

I.nqu1r1eo baYe bHD 1ene4 tor 21
1
000 toae ot ahell •teal b7 

a ooap&DT 1D the P1ttebarlb d1etr ot Ulat 1e t1gar1ns on a 

Br1Uah ahell ooatraot, aooord1DC to tra4e Nporto. 

IaOI'OUl!l aeUYitl 1D aato.,bUe 1Ddultl'f 

Au-..bUe p!'OIIIIoUoD laot wok 1Doreaeecl tlai'Uler to 

lOJ,560 11111t:e, ae oollllaNd wUh 100 ;e .Ute the pi'OYioU 

week, !'he 1aoreaee, llo•••r, _. oil t1T leeo ~ oeaeoaal, 

aooorf.1q • t:1w lew 'fork fl,llle oal Uou..t. loUt ..U•• 
proaou.oa _. 23 per eeat: Jaialler tiiM t:lw .,.,095 aatt:o ,..._ 

411oecl 111 tM ~· weeltlaet: TO&ro bat: Nt:ail •--bll• 

• 
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Beoretarr MOreen~ - 3 

ealee are -.king an nen aore fa•ONble oo.parieon. General 
Motor• 1 retail. eal.ee of pae .. nger oare ro .. urkedJ.T in the 
laet period of Pebruar)-, raitiq the total for the aonth to a 
figure 11-9 per oent higher thaD in rebruar,. 1939. 

raotorT ealea of oare &114 truoke in th1e oountrT &114 
Canada during Januarr reaohed ·a total of 449 , 314 UD1 h, an 
inoreaee of 25.9 per oent o•er Januar7 1939, aooording to 
Departaent of eo.aeroe figuree releaaed laat week. !hie it 
the h1ghut total e•er recorded for Januar7, eurpa .. i .. the 
1929 figure 'b7 about 27,000 unite. raotor,. eal.u in rebruar)-, 
aooording to the .Autoaobile llanutaoturere 1 Aaeoo1&t1on, ehoved 
a further peroentage inoreaee to 32 .8 per oent o•er the .... 
month of 1939. 

A ehortage of ektlled labor in the autoaobile 1.n4uetr,., 
due in larse part to the unueual. dea&Dd for euoh labor bT the 
&Tiat1on &114 aaah1 ne tool iDduetriee, hae reaohed euoh ~por­
Uone that it aa;r rutriot the dnelopaent prograa on 1941 
modele, aooording to Yard 1 e Reporte. 

Extraordin&rT induoeaente offered b7 a•iation and aaoh1ne 
tool IU.kere for tk1ll.td labor are aaid to ha•l! BBriouelT de­
pleted the eupply in Detroit, notab1J of tool and die aakere, 
whioh ie likelT to handicap automobile aakere in retooling 
their plante for new aodele. Added to th1e, aooording to Yard 1 1 
Report•, 1 11 the absolute inabilitT of obtaining tool equipaent, 
eTen at preaiua prioee . 1 

Oo-oditl priou oont1nue firll 

The general le•el of ooaaoditT prioee oontinuee fira, 
deepite the bul1.neu deoline, and the BL8 all.-oo-oditT iDdex 
ahowe wholeeale prioee of goode in general to be in a aore 
defeneible poeition in relation to raw aaterial prioee than 
thtT were lhort1J after the war began. {Bee Chart 3) 

Reoant 1Doreaeee 1n induetrial raw aaterial prioee ha•e 
in aoet oaeee been aaeooiated With an inoreaeed .aluae of buT-
1ng. Copper hae been a leader in the ao•eaent, With a pro­
nounced inoreaee in ealee in PebruarT and a oontinued h1gh, 
though .auwb&t lower ltnl, for the firet v .. lt of llaroh. 'fhe 
reoent he&.,. b1Q'illl of l.ea4 vbioh helped to 'lll'1ag prioe 1n­
oreaaee baa aov elowll 4ovn. !hit 1e aot auzpr111ng_, 1t treode 
eet1&&t .. are oorreot that llaroh neede han a1zoea4.T Deen about 
90 per oent and April. nee4e about 50 per oent OO't'ere4 . 
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!he !waY)' ealee of oopper, lead, and z1Do duriq 
Febru817 ha'f'e oau .. 4 ll1ae operaton to N'f'iee earlier plane 
tor ourta1llng produoUon 4ur1q the epr1ag. Or4en on pro­
duoe:N• booka are now probabl7 lars- enough to Juet1f7 M1n­
ta1niag operation• not tar fro• the high lenb of Deoellber 
and J'aDUB17. 

Da1l7 and wet17 tutur .. prio .. for a eeleoted ll"'UP of 
1nduetrial .. teriale are ehown in Zino pr1oee ha'f'e 
shown the 110et pronounced riee aetale, a 
riee wh1oh coincided with a etriking inoreaee in ealee for the 
week ending llaroh 2, whet£ total ealee of 15t000 tone were re­
ported, ae oollp&l"e4 with a total of about 1),000 tone in the 
entire preYioue 110nth. .t.bout two-thir4e of theee eal .. were 
completed before the price a4Yanoe. 

T1D prioee haYe aleo 1Doreued, although, accor41ns to 
preee reports, the auket ie still heeUant beoau .. of unoer­
ta1ntr about the Yalue of the poUD4 sterling and about the 4e­
ta1le of a propoeed British ordinance dedgned to 11a1t re­
exports ot tin froa the United etatee. 

Bilk prioee reg1etered an inoreaee, partly beoauae i ... 
porta in ll'ebruarr are reported 1n the trade to ha'f'e been 
the aaall.eat tor aD7 110nth in 110re than 20 yeue, and atoolte 
at the end of the JBODth were low. Rubber and hide prio .. aleo 
ad•anoed eoMwhat on increased 'bll7ing. 
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1937 
Jul.J 
Aqut 
Bephaber 
Ootober 
lfOYIUII' 
Deoeaber 

1934 
JUY/IU1 
Ftb1'1&U'1 
llaroh 
April 
M.&1 
June 
Julr 
Aucut 
Sept lUll' 
Ootobtr 
lfoY .. btr 
Deoeaber 

1939 
Jallllal'f 
Feb1'1&U'1 
llaroh 
April 
xar 
JUDI 
Julr 
Aapet 
Bept .. ber 
Ootobtr 
IOY .. btl' 
Deo•btr 
1~ 

Juuarr 
Februarr 

loaroe: WOrt ProJeot• A4a1~etrat1oa. 

haba> If WOI"bb'l 
(Ia tiMI•M .. I) 

1,1§69 
1,..0 

~:~n 
1,1j20 
1,519 

1,901 
2,075 
2,395 
2,15a2 
2,&78 
2,767 

~:i~ 3,2).! 
3.3% 
3,319 
3.~ 

2,~6 
J,04J 
2,980 
2,751 
2,600 
2,551 
2,200 
1,M2 
1,790 
1,901 
2,0M 
2,152 

2,266 
2,326 

XoDthl7 tlprel are -tlr tlpnl tor tbe laten 
wet of ibe •an .. 

tber 1ao1 ....... unll u4 ..-e•Utlel workll'•. 
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Week ID41q 
1939..-o 

.Tul.J 15 
Jul.J 12 
.Tul.J 19 
Jul.J 26 

.A.qult 2 
Aqu1t 9

16 Aqu1t 
Aqult 23 
Aquet 30 

Bepteaber 6 
Bepteaber 13 
Bepteaber 20 
8epteaber 27 

Ootober 4 
Ootober U 
Ootober 1.8 
Ootober 25 

Jfo·t'laber 1 
Jfoyeaber S 
Nonaber 15 
llo••ber 22 
lfoYeaber 29 

Deoeaber 6 
DeoMber 13 
Deoeaber 20 
Deo•b•r 27 

JAAII&l'J' 3 
J&AliU'J 10 
J&AII&l'J' 17 
J&DliU'J ~ 
J&AliU'J 31 

rebl'll&l'J' 1 
rebi"UU'J' 1'­
rebi"UU'J' 21 
rebi"UU'J' 21 

I bel' or Vol'kll'l 
(In tbo .. &D41) 

2,:588 
2,290 
2,2150 
2,200 

2.m 2, 
1,9 7 
1,898 
1 ,S'2 

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

1,8}4 
1,875 
l ,S~ 
1,901 

1,901 
1,929 
1,961 
1,987 
2 ,024 

2.oa 2,12 
2 ,1 
2,152' 

2 ,16o 
2,190 
2,222 
2,2114 
2,266 

2,288 
2,3o6 
2,319 
2,326 

272 
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ll&roh t"i, 1~ 

I called Harr7 Woodring in connection with 
the memorandum I reoe1ved tro• the Preeldent send-
ing me Loule Johnson' e • morandua. I epoke to 
Woodring at twent7 mlnutee of five. 

I aa1d, 'Look, Harry, do you know about the 
1,200,000 pounde of powder for the Br1t1eh? 1 He 
Mid, "Yea. WhJT' He eaid, 'I e1gned the th1ng 
~1tber Pr1da7 or Saturday. It'• all o.r.• And 
he eald, 1 1ly understanding 1a 1f we run short, we 
oan borrow 600,000 pounde from the NaY)'. • 

So then I told h111 about the note troa ~ c!ln­
son and he wanted to know when 1 t had been wr1 tten 
and I sa1d I dld not know; I had eent 1t out . 

I ea1d, 'In oaee there 1s any trouble, w1ll 
you etand by met• He aa1d, 'Absolutely! It 1 a all 
o.x. I don't know what Louie Johnson 1a k1ck1ng 
about. 1 

P. s . HJl,Jr called Kr. W!)Odr1ng back a few 
m1nutee later and told h111 JohDaon'e memorandum 
was dated Karch 1. =" 

l ~""' ~· 

274 
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F: 
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279 
••arch 11 , 194o. 
11:16 a . n . 

~is is in anewe-~ t o vour call or Saturday. 

Oh , yes , t rrrc were> two thin~s I wanted to talk t o you 
about . \iill you hold t"P wirt' just a r'li nute , do you 
"'ind? 

Surely. 

mhPir firf't one ~rae Novembe-r 2nd , but the firAt one wns 
on the ouertion of t l'.e> British securitief\ . 

Yes . 

I 1 d l i ke t o kn01: wh~ t"l rr 11e could ~et your current 
re~orts cur~ently on thPir sales , on the unders tanding 
tl'l't l-<e ~:ere recPi vin- then ! ron you i n confidence 
and subject to you~ order s , tlJrt 11e couldn ' t <>'i ve then 
out unless you lt>t us . In othr r wor ds ~;e ' d l i kP t o 
be , have tho t we have r ece>ived t hem i n 
confidence a nd cnn • t disclose the., . 

l:ou l Pt me ASk you soonet h inr' . Coul d ;rou , would you 
mind out t 1nf!' it in " l ette r ? 

·lo , no , CE' rtainly. 

And then ! 1 "1 sure you cAn have t hem , I ' l l say beforehand 
you con heve them, but I -

Oh ~re ' ll out it in wr 1t1n? cert111nly. 

If you could . 

I ' d l i ke t o t or "~Y -,rotcct1on ns well ps ::ourn . •.:ell 
no1· the otr~r thin,. I 1 vt' fort"otten , I' ll trv to 
re"'e"'bE'r i t later nnd call you, i f I nay. 

"ell r.ur!'ly, but you "lut 1t in a l etter and you wr~t 
them on a daily or wee·ly basis? 

~lell , do you get t hem daily? 

1/e ~Pt them daily. 

I ' d l i ke to grt them daily t hen. ~ello , I 'll put it 
i n a l ette r . 

Yes . 

Thank you ve r y cuoh. 
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Karch 11, 194<>. 
11: 27 a , .,, 

Hello Har r;v. 

Yes . Sa~ they told ne this morning you called a~ain 
about lunch for VTedneoday, 

I was try1n~ to l'lalte it a day, I wanted to ~r.ot hol~ of 
you and Edison togethPr. 

Well now I' ve got , I hnd this Tuesday and \~edneeday 
lunched planned, ~lednesday with Henry ITallaoe and some 
friends and I just wanted to call you direct and tell 
you thatany other day, Thursday or Friday is 0 . K. with 
ne . 

Oh. Vlell thPre -

I didn ' t want you tb think I was ducking you , you see. 

\·I ell I - well then if, 1n view of your cl\11. • • •• 

If what? 

There 1s n•t- you couldn ' t - I mean, would it be 
dlffi oult for you to shift tomorrow? 

I just oan 1 t do it , Henry. 

I see. 

But I will be a vailable Thursday or ~iday, 

llell then I ' ll tell you what- if Edison io available 
Thursday let•s na~e 1t Thursday, 

llell all right , I 1 11 "ai t until - !' 11 not nake any 
aupo1nt~ents either Thursday or Friday until I hear 
f ro"' you. 

I wanted to t ell you wlult I knew was 1n the ninde of 
t he Alli es on nurohas1ng of pl anes . 

Yes, all r i ght. 

And I wanted t o get your ad'lioe, 
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V: 

H."'.Jr: 

W: 

H.I'.Jr: 

W: 

• 

• 
- 2-

0.11:. I'll be antlable ettbel' 'ftlur84&J' 01' Pl'14aJ'. 

Yell, I'll ha•e thea oall Z41eon. 

And then you oan h&Ye the!!! oall •• attPI'WU'41. 

'l'hanlt :rou • 

All right. Goodbye. 
• 

• 

.. 
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2&2 
March 11, 1~. 

2: 14o ~'·" · 

H. '~ .Jr : 
Ar t hur 
Purvi s: Good afternoon, Mr. Secre tary. 

H. ! ' . Jr: Can you hear me' 

P: Yes , I can ouite well , t hanks. 

H. II . J r: !l.r. Purvis, a couple of t h1nP'e. 

P: Yes. 

H.!'. Jr : ~Ta1t a rn1nut e , I want t o find out whether I' m on the 
out e1de w1re. Do you mind juot a seoond, I ' m ~ing 
t o buzz t or the oper a tor. 

P: Certa inly. 

!{ ." . J r: He l l o . 

Op~rator: 09er a t or. 

H. 1' . Jr: J.{re . Spanl"lPr , am I on t he outside Wire ' 

0 : Yes you a re . 

H. ' !. Jr : All r i ght, thank you . 

P: Thank you . 

H. •. J r: Hello. 

P: Yea . 

H. l1. J r: I got your l etter on nickel. 

P: Yes . 

H. " .Jr: And I take it from t hat , t ha t I ' m to walt t o hear f'rom 
you f'urther . 

P: Yes. Ae I understand it , t he thing ie thi s now. 'What 
I would like to do on t hat, ie to get, sitting down a t 
a t able, I wae talking v1 th OlraUin this IIOI'fliDC. I 
thought I would get down to the t able v1 th !tfttll:in and 
R1et and lll&lte up some sor t ot i dea ae to What t<e would 
11ke t o do and then get t hem to visit Ottawa, per hape 
v1 tb me and get hold of Norman Robertson, wbo ie the 
man up t h ere , you eee, and oome to wbat looke like 
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P: 
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th~ sensible eort or th1ng to do . Pe~sonally I 
feel t hat the rl~ht ~nd of line to take is one based 
on ~litary defens iv~ b~cAuse I think t hat's the k ind 
of line thet the p~tioular Govern~ent in ouestion 
~tould understand better than any other. 

\•fel l the point I want to nalte clear the next move is 
uo to you . 

Yes , that ' s correct . 

Rlght 'l 

Q.uite correct. 

l:ou that ' s number one . Nunber two , the British and 
French A~bassadors respectively brou~ht in Professor Rist 
and Ashton-Gwatk1n this mornin~. 

Oh yes . 

And I told t hem politely but very firmly that there was 
nothing I had to disouse with them. 

No , ouite . 

That I was ~ett1ng along very ~1ell with you. 

Yes . 

And tha t I would much prefer to continue it that way. 

quite. 

Ashton- Gwatk1n ~t it i mnedlately and R1st didn't. 

Quite . 

And he ca.o:~e back and saw l~erle Coohran later on , very 
much upset and eo forth and so on. 

Yes. 

And why couldn't he see me . 

Quite . 

So Cochran explained, well that ' s the way the Secretary 
wants it and I think you ' d better do it that way. 
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Exactly. 

!ben I ~eked the two Ambassador• to etay behind alone. 

Yea. 

And I repeated to them that I thought What I wae trying 
to do on the planes , eto., wae a f airly ueetul nature. 

Exactly. 

And that it I got 1nto this thing with these two 
gentlemen, the tlrst thing you knew, somebody ln the 
State Department might say, •1·1e11, before we gl ve them 
the release on thle engine, how about a l ittle ~ore 
tobaooo?• 

Exactly, It's the very thin~ that you were ~inting 
out to Me a weelc- ago . 

Well , I thlnlt Lord Lothian got 1t , but I don ' t ltnow 
that the Frenchman did. 

Well, I tell you what happened. OWatltin rang me . 

Yes , 

About twelve I think 1t was. 

Yes . 

And l aid that he and R1st would very muoh like to have 
a talk with me on the ~eneral background that they had 
called u~n you and that they would l i ke · to have a 
talk with ;e, and that he had understood that the 
s1tuatioft,!o be pursued with me, 

That 's right . 

And - rather than dlreot with them, I said, 1Vell now, 
that doeen't represent any change in •Y opinion over 
what we bave understood frol!l the beginning.• 

!bat'• rigbt. 

!be leoretary hal a channel that he intendl to keep. 
I said, •Ae I 1ee 1t, the next move 11 tor you and 
Rlat and myeelf to get 1nto a room and go over these 
thlng1, one by one and eee what 11 1n the wood, and 
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perhaps have some talk with ao~e or t he industrial 
crowds ~nd see what t he th1nP l ooks like, and then 

285 

ir t her e ' & Dnyth1n~ that reou1res to be t alked, I 
could very easily t alk 1t ouietly with the Secretaryt . 

That •o right. 

That ' s t he idea, isn't itt 

That ' s it quite , and I a lso eent word to our State 
Depart~nt , please not to send them over h~re any more . 

No , ouite. 

Because it really, it ' ll got embarrassing to me . 

Yeo . And as a matter or ract, one break opposite the -
it was all ri~ht ror them to come in and make a call 
upon you, just -

Oh, de!lnitely. 

~~t it wao to be limited to that . I really lert them 
wi th the understanding t hat they would just make a call 
and that it would be a r ormal contact. 

l·lell -

or course , possibly their anxiety to get somewhtre 
or poooibly so~e idea or some individual oomewher~ 
there that they Bhould push ahead may have muddled i t 
a 11ttle. 

Uell , I don ' t really think that they have anything new. 

No. 

I can't rind out t hat they have anything. They t alked 
about tun~tsten , oo I sai d 1 '1lell that's up to you 
gentlemen to decide what you're ~ing to do with the 
tungsten in Indo-China•. 

Exactly. 

And I say you keep t alking about American brokers in 
Hong Kong Who ship tun~rsten o• er here, and I said, 
•To t he best or my knowledge , they're Engl1sh brokere~ 
they're not AMerican brokers•. 
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Exactly. 

And outside of that I don ' t thtnk t hey have anything. 

No . 

And so I explained it and I ' Q sure that Lord Lothian 
got it . 

Yes exactly. 

And I think from now on you'll find that you ' ll have 
t hem on your doorste~ . 

Yes . 1·lell as a matter of tact it all helps to clarity. 
Do you know the-re are so many neoplo who are anxious 
to sort ot out in a little. 

Oh yes. 

And i t doesn ' t do any good because, I think I understand 
the kind ot set un that is noeo1ble and there ' s alwa~s 
a limitation Of exactly wha t 18 nOS81ble. 

\·Tell there ' s also a limitation to ~lhat I can do 1n these 
matters. 

Exactly. And it we muddy the trncks , all we do 1s to 
i mpair the nose1bil1ties 1n anothPr direction. 

Impair m:r usefulness. 

l~r . Secretary, I s aw in the paper, with considerable 
pleasure, this mornin~ - I don 't know whe ther it ' s 
true or not , t hat the P-4o situation had cleared ~p. 

1•lell I don ' t know anything about that, Very very 
confidentially, I asked the President to see 
General Arnold and AdJ:tiral Tot~ers, Collins and me thi s 
morning. 

Yes . 

And he had agreed t o see us at ele•en. 

Yes. 

But due to the President having a cold he postponed it 
twenty-tour hours. 

Uhhuh. 

Regraded Uclassified



f{,M,Jr: 

P: 

H,V.Jr: 

P: 

H,l'.Jr: 

P: 

H.'·!. Jr: 

P: 

H, li'.Jr: 

PI 

H .~.Jr: 

P: 

H,M.Jr: 

P: 

H.l!.Jr: 
' 

H.H.Jr: 

P: 

H.)(.Jr: 

P: 

H,M.Jrl 

- 6-

And at that t11H we were to tab th1e up. 

Yes. 

How they knew th1a me~t1~ vas oo.tng. 

Yea exactly. 

287 

ADd so poae1bly Lou1a Johnson or aoaebod7 gaTe that out. 

Yea. 

But I don't ~nov how ott1o1al that 1&, 
• No, no. Well I thought I wouldn't say anything about -

ve wouldn't treat 1t 1n any vay as ott1o1al unt11 we 
heard how 1t had worked out v1th you. 

Well, the taot that the President 1e talt.1ng it \Ill is 
only tor you. 

Exactly. 

But you see, I figured that he could grease the way it 
he told them first What he wanted rather than having 
them mee t and turn you down. 

• Exactly. Yea, then you're always in the position ot 
reoapturillS(' loet ground. 

And I was w1 th him 'l'buraday niQ'bt tor a long ti11e. 

Yea. 

And I explained. I had alll):>le o'!)portuni ty to exnlain what 
you wanted. • 

Yea exaotly. 

I mean to boil it dovn, I 'aid you wanted 194o b7 a 
'~1 110del. 

'!'hat's it. 

ADd he un4Atrat&Dde. He' e go1ag to e:~plaia U to theM 
g&DtleeeD toaorrov. 

Yee ezaotly. 

But Ita go1ag to au JOU DOt BftD to tell aD~ tllat 
antll I-
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lll r'-gbt, I'll lteep that entirelJ under •1 own hat. 

But I wouldn't take any stoolt Whether they do or don't 
release the P-~. 

Wo. Ye 1ll forget that for the time being. 

And then- vell that's that and I'll knov more after 
tomorrow. 

Yes. 

And what luck d1d you have in Wilmington? 

One of the most - almost one of most disagreeable 
occasions that I 1 ve ever had since I came to this verJ 
hosp1 table country. 

Oh I'm sorry. 

But ve did find out where it vas. 

Good. 

There vere about eight men in the meeting. I had asked 
for a meet1ng of as many Who opposed me as possible. 

Yes . 

And I traced it dovn to one man, but a very poverfu1 
man. It vas the most surprisin~ thing to me because 
I had ltnovn him tventy-n ve years ago and thougbt of 
him as rather a pleasant individual. He vas Chairman 
of the Board, Russell Dunham. p~ ~ 

Russell - ~w--\11' 
Dunham. 

Dunhao. 

And he bas his son-in-lav in as President. 

Obl 

And the ooabination of the two is of oouree prettJ bad. 
!fov I thouSbt as I -nt along that afterDOOD that I sav 
detinUe 1n41oatlons ot t1'1eD411ne•• on tbe part - an4 
•JIIP8th7- on the part of M't'eral J)SOple there. 

Hnhbnh. 
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&DI· ot courBe I did try a major Job of work. 
!IJ,o·-La1ne was W1 th me and alao our lawyer Ballantyne . 

Yes . 

~e reaction on Ballantyne, when be ca~e out, waa tha t 
he waa aoba~ed of such a spectacle , and the reaction on 
Blocb- Laine was that he vas extre~ly depressed. 

· What d1d t hey say, t he vernacular , what's he -

!n_a word what he said was that t hey were not prepared 
to cons~nt to apply tor a olos1n~ agreement wh1oh was 
really baaed on a f ailur e to mePt the actual situation 
and which wa s really a subterfuge . The l awyer 
responded - Ballantyne reeoonded o•J1te definitely on 
that by say1nc; , •But, !'r. Dunham you cannot t ake t h!tt 
position because everybody has known t he tull facts , the 
contrect 18 beino: ))laced on tbe t able and every tlord 
ot 1t will be known to the ~reaeury 1n det ail before 
1t starts• . He said, "I still say t hat we v1ll not• , 
and h~ ~ounded t he desk , 1 ))Ut oursel ves 1n the ~oe1t1on 
or ask1n~ tor an ~2reecent Whi ch does not r ecite the 
facts•. He said , •rn1s is not a loan, it's a n advance . • 
And '-'r. Ballantyne said, 0\Tell supposing we called 1t 
an advance•. llell t hen he rushed ott 1n anothl'r 
tantrum and we got the i mpres81on of real recalcitrance 
and of a ver y closed mind. Ther e was absolutely a 
closed cind t hPre , we couldn' t do anything with him. 

Well 1s it that he's anti- Roosevelt Ado1n1 stra tion? 

I couldn' t - I came away puzr.l1ng very much, and I 
decided t hat number one , that I oust be very much in 
a Republican stronghold which might be quite nat ural , 
because I know ''11lm1ngton bas been so11ewhat that way. 
Number two, t hat there might be some conneot1on with 
t he thing tha t v1e talked about before, and t hat 
perhaps he had some intimate friend 1n t he Armyend, 
who had said, 1 Now look here, 1t you hold firm you 'll 
get the thing the way we want 1 t •. Nov that might 
be however, that's one ot those things that 1s so 
uurely surmise that I have no right to say that, 
but it Just - he was so opinionated and so etronv 1n 
the exoreeaion or his v1eva that one couldn' t hel p 
feeling there was something peculiar back of it. 

I'm Just - hie name 18 Burnam' 

D-u-n-h-a-m. 
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DunhAm. 

Russell Dunhr~. ~e • s O~Pirnon of the Board. And ns I 
stty he hcs h1o son- in- lmt ~1,.~1ne -

RuAsell Dunhll"' , f\nd his son- 1n- 1Pw 1s - ? 

f' 
And 1 t una rcn l l;v/:><> rfeo tly ll"1M~1 nl" er.h1bit1on bconuoe 
P.S 110 said to thE'~ , I m11de t h ifl no1nt ver-y clf'erly, 
! said , "•'r . Dunhto"l11 , I oo.! lt , " ! 1 '1 !.'"Jet:>Jdno- aftrr 1111 
on behalf o f tt.·o Rl l!Pd coun tric-e "1C'l'E' . 'lPl'e Wl hnvp 
h:>d e>ver:v I'An1etence tl:at ~·e feel ~te ere enti tlrd to 
asl: i n , 1'ro"1 the l\d'!lin1PtrP tton in cnabl1mr •lB to Pvo1d 
))Pyin .. te.xea ,.h1ch t l1py feel we ehoulci not nPy to their 
C-over!ll'lent . "'"ev heve he lnec us 2.rt•! ve a t a nod'lc vi vendi . 
Yon see., to hAve d i!'ferences of viPll RS to ''hrthrr t he. t 
is the correct one or not . Surely 1! they arc ryrpnpred 
to -ive you ,. clos!n;;: a -reE'r"ent , which I believe tl:e:v 
nrobPbly ere ~re>,eren t o eo on th~ basis of P contrr ot 
"1Pdc before thPn , surely :vou ere not ~oin~ to 1nA1et 
t~1et He , no AlliE's , n~t:v I' sum v:h1c h the:r Clo not vtnnt 
t o r e c eive nnc1. uh1ch they no not think 1 1'1 ncoPst:ery 
f or the~ to receive". Anc1 1·:e M!<"ht just AS ~/ell hi'V!' 
been trlk!n" to r. brio'< wnll. 

!sn• t tr.rt n~~~in~ 

Anc'l " V" rY 1ntrrost1n~ th!n .. to •·r . 9pllantyne , O'lr 
le'rJ?t>r , wro this , "r . 9Pllentync , after ell , heel been 
ve r:v lPr,.ely c'leAl1n-, not ent!r£-ly , but Vf'r~ lrr("elv, 
w1 th th etr l11\·1;vrr tlr i'.Vt>G . 

YeF< . 

Ee d1(1 no t h~>ve his lt'l~:yer in the mect1n"' • 

Yes . 

Therefore 3t>llpntyne ues unable to sa? to hio, to Ask 
h i n t he kind of C'Uesti on and I th i nk the !'nsu.-r ~tas 
t!ll\ t Graves felt it ~1e.s all r1(?lt . 

I see . 

Ancl t hat - ~tnd t'r ankly, f our minutes a f t <' r ~1e s t ar t ed , 
aft er I bad mAde my o~ening 
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Ye s . 

He ei~ly ban~ed t he door a nd he stayed t here wi t h it 
banged all the rest of the aft ernoon . Nott I r eally di d 
ever y sin~le thin'!:' I could tht'r e , and tlha t I' vc rcall:r 
cooe to the conclusion is thie , thAt I believe tha t 
this thin~ would Ptill be very valuable to ue with 
other neo~le . I thin~ in this nnrticular case we 
should Bil'loly sa, "Hell , BO"'Pthin~>" hne been chieved, 
we sot rid or an indetPrMinate non-known l i abi lity , 
they are nOll - t he iltrate;ry that has been ='ureued 
on t his thin" ~nd t he helo that you have ~1ven uo 
have enabled us e t least to reduce lt to a knotm 
figure . It makes a difference of six centA a nound 
on the "">rice of t he no1·1der . AU r1ont l·le ' d bPt ter 
raise the nr1ce of the 1lOlldl' r by th11 t six centA c. 
..,ound, they n~ree to t ake any turth~'r tax increases 
that l'IPY tflke nlaoe ar1d t..,, r et'ore t·e ·are freed fro., 
t hat terrible unlmo~m liability nnd the "?yra:"lldin<>' 
ef!'ect that I a")o'te t o you about . • 

Yes . 

And that 1·1e 1 d better sv:al l ow hard now and t ake the 
')Oiider. 

I see . 

~lot·1 I t h ink that •e tlhPt we ohould do on this 'lart1culs r 
th1n~ b Pceuee if we "">Ut i t on t hP .,rice of the 
oo~:der lie can e void t he '?recedence wi t h sooe other 
manu1'ectur,r. 

I see . 

But t1hen it co"'es to the l'ctu~tl 1layment i t ' s really 
a ecandaloul' sort of thin~ bec.1111Ae - a nd of courne 
tlh8t tlould intPrest me s .,.ree t 1\eal l s this , I don ' t 
kno\·1 wheth"r t hl'y exoect to avoi d !)ayina: tha t to 
the tax - t o t he Tr easury or not, because if they do 
they would lay the~selves open to a nuch mor e seri ous 
char~e of deliber atel y tak1n~ s1x cents a ~und . 
Now I can ' t beli eve t hPt ther e ' s t het kind of t h ing 
going on. I think it ' s sone , it' s a genuine wron~ 
headedness, an o~1nionated ~n deeiding that what 
he has he ' s goin~ to hold, and he - you know, t he 
atmosnh~re was , well 1t enabled me t o understand, 
~!r . Secret ary, a great many thin~q that have ha~nened 
in this country that I haven ' t under stood be1'ore • 

I see. 
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(laugha) 

Tell me what wae Higgins t1rRt name' . 
I- I- I oould let you - I don•t know that otthand, 
I haven't it in front ot AS . He wa• not at the 
meeting, he had gone down to Florida tor a holiday. 

Well I oan get it. 

I could gl.'t that - give it to you very easily. 

No , but he wasn't there' 

Pardon? 

He wasn't present . 

No he apparently had rushed ott the night before. 

I eee. 

And lett hie father-in-law in ohargo. 

I see . 

But i t was quite obvious you see , that really I 
believe, we all felt , t he three of us , as we o~e 
out, that the sympathy ot the majority there, that 
we' had obtainAd it and that we had weakened them 
very muoh, but that they were absolutely up against 
a man who was banging t he desk and he kept on 
t elling us t hat they were unanimous in their 
deciS1on that they wouldn't do t his. 

I eee. 

And attar he had said it about eix times I began to 
wonder What kind ot unanimity it wae. 

It seemed to be the unanimity ot one aan, but as I 
aay his 'lfbole oaee is based on the theory that 111 
oall1ng it a loan 1 t does 110 t aooord wi tb t he tact 
beoauee it ie11•t a loan it1 e something that we're 
advanoin~. We pointed out to h~m that in one eenRs 
of the word 1 t ie a loan beoaule 1t rou were to 11(7 
that at the end ot the time you would like to keep that 
faotol')' 111 oo~lete be1ng beoauss you'd found another 

• 
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ousto~er to Who~ you could usefully employ 1t , you 
would be very hapny \O put a f1~re upon 1t vh1oh 
would be very muoh highrr than 1t 1 s sor ap value. 
And that therefore ~re would not have to pay you 
under the oontraot as ~uoh as we would otherwise 
and therrtore 1t does justify the use of the word 
"loan• . 

Yes. 

293 

But well, all I can say is we just won' t be a party 
to it one way, ehaoe or form. ~le' 11 have no thin~ to 
do with it • . 

\¥ell, that • s too bad. 

It •s a peculiar thing. 

That's ri~t. All ri~ht . 

Thank you. Anyway I did make it oerfectly clear to 
him a t the end, that we had a ~eat deal of 
anoreciation tor the consideration we had received 
from at least one oarty in this transaction , that 
was the Treasury attitude . 

\·Tell, that• s something. 

Vell I Juet thou~ht, you see he wan a little inclined, 
I wasn't POin~ to have it left on the record that 
anybody had t allen down exceot Hercules. 

Good. Uell here's hoping that you have a good time 
with ~. Ashton-Gwatkin and Proteseor R1et. 

Thank you very much. (laughs) 

You can add them to your statf. 

Thank you very muoh indeed. 

All right. 

Goodbye . 

Goodbye, 

• 
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In o-.pliiUIOo with ilutruoticma, I t&lked b7 phone with Mr. Phil Johii.IOD, 
Proaident ot Boelzl& J.irono.l'tJ Mr. 'l'oo4aon, Vioo Proaidct ot Boll J.irono.tt1 
and Mr. c. B. Squire, Vioo Proaiclmt of Lookbeed c~. 

Mr. JolmaOD ot Boolzl& atated that thq han bad no toroip or4ora. Therefore, 
there oould be 110 i.Doreaao ill prioo or dola,p ill del1Ter1oa duo to thia oaueo. 
He further ateted that thoro h&a bee 110 illoreuo ill priooa to tho .._,. u.l 
that their aohedulo of delborioa 1a on ts.... 

Mr. Woo4aon, Vioo Proaidct of Boll Airor&tt, ateted that thq baTe had no 
toroip ordoro. Therefore, toroisn buoilloeo oou1d not atfoot their priooo 
or do11Tor1oo. He further ateted that thq han two oontr&oto, onj tor 
1S twill-ens ill• 5-plaoo tishtore, and one tor liS l'-S9o. On tho order tor 
6-plaoo t1£btere, 'llhioh he a&id 1a 100ro or lo81 of &a exporiamtel tJpo, 
there hao boon & cl.olay ill tho orptellhation of fill&l plane. 0.. tho 1'-SIIo, 
howwor, he oaicl. that, 'llhilo dolinry cl.ooo not atert wztil July, tlooir produo• 
tion 1a on oohocl.ulo. 

/ llr. Squire, Vioo Prolidct ot Lookhoed, atatocl. tb&t their toroi~ buoillo81 
hao dotillitoly not illoreaaed oooto to tho GaTe~ &ad hal dotill1toly not 
o&uoed uq dolq ill their dolinl')' aohocl.uloa ot .Uitery plan••· Be eaid 
further that tho toreip or4en ban -bled th• to portoot throo aodola 
ill three cl.ittormt daea aDd h&Ait&iTc th• a reoorn b&oklos, tho ottoot 
ot whioh ohould be rather to _,. to.-rcl tho date• of cl.oliToriea on ailitery 
or4oro 117 Tirtuo of an illoroaoo &ad iaprOT...t ill their pro4uot1on t&o111t1oo. 

"""-
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INTIER-QI'J"'C2 COMtotUNICAT10N 

OATil Jlaroh 121 l9llo 

To 8eoretar7 Morgentbau 

,_.. Ill'. 'lh1 te 

'fhe aeaorandua wh1oh J OU requee,ed on 'be oharao,er 
ot the F1DD1ah political 17etea ie attached. It hae been 
prepared aainlJ bJ D. N. Wheeler. The lead1.ng po1nh a&J 
be euaaari&ed ae t ollowe: 

1 . 'fhe tr&d1tione ot demoorao7 are deeplJ rooted 1a 
Finland. fne etruggle against t he !eariet reg1ae in 
J'inland before the 'forld War took the tora ot a t 1gbt tor 
deaoorat1o r1ghte and national eelt-detera1nat1on tor the 
J'1DD1eh people. !bt -u t araere and worker• who took a 
leading part 1n that t1gb' ha~e reaained etauaoh defender• 
ot deaooraoJ t o t h11 d&J, 'fhe leading part7 1n J'1nland 
toda7, the Social Deaoorate, repreeen,ed in the go•emaent 
b7 !anner and ••~eral other Jl1n11tere, place at the head 
ot their prograa the deaand tor the extenelon ot deaocraoJ, 
The powertul cooperati~e moveaent 1n J'1nland repreeente a 
~enture 1n economic deaoorao7 wh1oh hal been ada1red around 
the wo rld, 

2 . Powertul author! tar1an toroee ha~e pera1eted in 
J'1nland. Although Finland becaae a l\epubl1c 1.a 19U, t h11 
wae an accidental r eeul t ot the oollapee or the Geraen 
Eapire. !he f ound ere ot the l\epubl1o had or1g1.nall7 in­
tended to aa1te J'inland a German I 1ngdoa. Both General 
Mannerhe1a and Regent 8rtnhutwd were Konaroh1et in their 
political ~iewe. A ooneiderable part of the ~er.r influen­
tial Lutheran olerg7 hae ta~ored an authoritarian fora ot 
gonrnaent. Dictatorial aethode or governaent h.- aleo 
been eupported at t1.aee eepeciallJ under 'he iapac' ot eoo­
noa1o depreeeion bJ the leadere ot the 'iaber trade, b1 
h1gb art17 ott1oere, and b7 the banke. 

J. !be blUer political oontliote ot 1be o1~11 war 
period ha~e ne~er ooapletelJ died down UDder the !lepublio. 
J'ear ot the U. S.S.R. hae been a aaJor factor 1n J'ian1eh 
polit1oe einoe 19111. UDder a ll theee o1rouaetanoee, deao­
ora,1o o1rtl libert1ee ha~e no' 'beea eeoure. •anree a1ae4 
at reetr1oting Ooaaun1et ao~1~it1ee ba~e oa ocoaeion been 
extended to include progreee1n groupe of all k1114e. !hue 
1n 1930 the Fianiah tra4ee unlone were d1eeolnd on the 
allepd gt'Oundl that the)' were o-aniet-oontrolled. But 
eiaoe 1936 tbere baa been a reeurgenoe of deaoorao1 1ft 

F1aland. 
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INTER-OFFICE COMMUNICATION 

OAQ llarch 121 1940 

!.lr. \\'heeler 

Subject , The Politics of Finland 

The Finnish Republic 1::> not yet 22 yoaro old. Yet those 22 yet.r8 
hove bl'O'J!;ht every crisis l'lhich can confront a state - int'>IStrial de­
pres:lo!'l, insurrection, foreign conructs, and m norities <;'Jarrell! . 
How hove f'innish democratic institutio..,s Withstood the strain of the 
bittsr conflicts which have developed over tbese questions? 

The traditions of de100cracy are deeply ro::>ted among t,l:te Finnish 
people . The struggle of th~ Finns &l!:ai:lSt the Tsnrist regilr.e in the 
eer ly part of this century ~s fou~ht chiefly ror the extension of the 
demoen.tic riGhts of t!1e Finnish people . The Finnisl: labor move:nent 
;>layK an imporW>t rol e i .n this ~ tru~11le. In their own social and 
economic life the Firms have built U? a C0<>!'8rat.ive movement 'llhich has 
been the !'I !'Ivy of cooperators through,•lt the wor ld . 

These cooperatives , which have olayed such c vital part in the 
economic and social life of ill the llorthern countries , r epresent an 
extension of the democratic ideal to economic life. The Cooperatives , 
aside from their ir.l.l'.'!dir.te objectives of provid1!!8 better and chea!)er 
goods to the poorest sections of the COMil'.mi ty, have had the larFer aim 
of extendin,. the spirit of cooperative el"<!envor in dl s pheres of public 
) 1 f e . Th.ts tl>., C::>operators hope to solve the econor:ic and social proble.:-.s 
of the country through voll.:.ntary cooperative effort, w1 thout ahridp;ent 
of individual liberties and w1 thout tlte tns'iC waste and bi ttemess 
of can stl'll{;:le . 

lo!ost of the oopulation of Finland is encased in t~e forest ~·tstries 
and i n azrtc.Uture. Small tams IUld C:l!'.al l businesses are the rule; only 
in the 'Ooodpulp and lw:tbering industries are there great industrial 
concerns . Finland is t herefore a 14-v'. of sl'll!.ll proprietors , and this 
fact is clearly reflectea i n the tone of Finnish politics . Even the 
Social !Jelaocrotic party, ·l'lhich is nominally a c,l.lectivi3t par t y, is in 
reality f>tron@'ly i ndividualist, in accord Td.th the small propriet.or 
o•ltlook of its l eaders . 

Liberal democracy in Finland i s the r.olitical expression of the 
cooperative nnd the individualist tre~ in Finnish social life . Public 
opinion in Finland is 11 vely and well informed . The Firuls read an 
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iml.:cnse Toluae ot poll tical 11 wratur.~ or all ki~ 1 most ot the people 
take en actin part in tJle political lite ot tJie country through ••bel'­
sbip in tJle political parties or in other groupe. 1be policies ot tJle 
covt~nt ar.~ subject to constant scrutiny and cri ticiea. 

1be Finnish CoMtitution guarantees to the people tJle right ·to 
... u gious tre«~o;a, treodoa or the press and or speech, and protection 
aeainst illegal. arrest or search. The people ' s Deputies to the Diet 
are im::lune to penalties tor their poll tical beliefs. Like tJle A!llerican 
Constitution, the F1nn1ch Constitution provides that in part the de­
fense or civil libertieo rests w1 th the Courts. The ordinary guarantee 
ot these constitutional rights, however, roots with the Diet, which as 
tho democratically elected ... presentative ohtunber has supreme power 1n 
FinlaJ)d. 

In general., the liben.l guarantees 1n the Finnish Con..-titution 
h.:lve been ~tully obae~. Howaver, in ao• respects the civil 
liberties of :dnority groups have ken seriously innded. This is 
especially true of the Ca.wdsts. Since 1918, the C<-mmst part7 
has been proscribed in Finl.and. 1be CCW!!miate naded this restriction 
by organising and woricini under another nue - the Finnish Labor Party. 
Under this n&M they were able to att1"8Ct a considerable UtOUDt or suppprtJ 
in 1922 they elected Z7 Deputies to a Diet or 200. Tlul Finnish GovernMnt 
was 'IO:>rried by the strength or the CO.a!Jlista, end consequently dissolYed 
the new party 1n ita tum. The Comunists were forced to reorganize un<Wr 
still 3nother na.a . In 1930, tJley hel.d 23 seats 1n the Diet at tJle tiM 
or the rise or the Lapuan mov-nt which a1ud at forcing a fascist !ora 
of governaoent on F1 nl and. Under the pressure or the Lo.puans, the Coclmn1et 
deputies were arrested and blpriaoned, tJleir party and their press sup­
pressed. ~ the years troa 1930 to 1932, the struct-.ll'e or ciYU 
liberties 1n Finland .... largely destroyed. Kidnapping and beating or 
tJI• leaders or the li~n.l and radical parties wu cOO£Cn. .lll tonu ot 
radictJ.l. poll tical acti !1 ties were rigorously suppressed. 

Atter· l932, thQ poll tical tension relaxed so:DOwhat, snd minority 
groups wers &ll.owed 1110re freedom. HolleYSr, the prohibition again3t 
the Co:e.udsta remained, tJ.l.tJlough it was no longer rigoroU!Ily enforced. 
!!)' 1936, Finla:1d bad retumed 1n large part tl> the lihen.l traddtions 
ot tJie late 1920'•. Yet eYen in 1936 the shadow ot social contlict l.q 
over the liberal. 1ntt1tut1ona ot }'lnlard. A significant exuple of 
the trailty ot the a,..t.a or ciYil righta 1n ?S o land ia .contained in 
a letter appearillg 1n tbe lm(;litb liben.l -kl7, 'ftle 1ioiw Statenan, 
tor JaDuary 6, 1940, OYer tJie signature •BarrietAr". It appeara tbat 
The New State " bad publiebed an account ot the i~e to 11bich 
the Finnish Ccewni:~t, Antekainen, bad been subject. This account wu 
reprinted 1n a F1nn1eh joun>al, Tuleelcalrta1t, as a result or 'llbich the 

298 

• 

Regraded Uclassified



• 

- 3-

editor, Erld. Wala -. aentenoed to tour monthe in prieon. .ltter the 
eleotione ot 1936, Wala appealed to tbe AppMl Court at Abo. He hoped 
that, with the retum to a .an d-.,cratic a.t.e1t re in Finland. bU 
eentance lliabt be rneraed. Bll.t, on the contrarr, II:U sentence -. 
increaaed to eight -tba, 

J.nother •vwple or the peraist.ence ot the contlict3 ot the ci-<1 .. 1 
war period appeara in the at:rueture ot the 1'1nniah a.lWid torcea, !be 
regular F1.nrdah a~ 1a •eey ..U in peace tiM, leae than 30,000 -· 
In principle tbe obligation to s ern in the repl.ar ~ 1a unheraal, 
Actualq, the Cine Ollal'd, With about 100,000 - baa in II&DT We.)'a been 
JWre i!llpOrtant than the regular ~· The Cine Oual'd (&leo 1cno1m u 
the 'MUte Oual'd, the Protact1Ye Corps, and otber'IO'iee) 1a the succeeaor 
or the printely-organiaed White Ouarda ot the 1917-1.920 period, Ite 
direct historical a.ttinit:y is with the ftriou. h'eilcorpe organisatione 
ot Oerman;y and .lwltria, 'llbo were enrywbere the central nuclei ot tbe 
post-war tuci.at ~ea. AltboQgb under the Republic the Cine Ouard 
bas becOM a aesl.-pobllc ~. it baa nner enti.rel:y lost ita polltical 
character. !!Na it doea oot accept cen llboae polltical a.ntececMate 
suggeet soc1aliat a~thiea. '!'be Social ~rate, tor thei.r part, 
ha.ve been ext.~l7 auapiciou. ot the Cine Ouard. The Civic lluoad waa 
deeply inVolYed in the ahortin insurrection or 19)0. The Social 
Democrat& baYe forbidden their llabers to join it. Juea J.ld.ridge, 
wr1 ting in the New York Times tor .llarcb 121 remarke that onl7 a few 
weeks ago VIOino Ta.nner, the leadnr of the Social lle:Docrats, •a.11or.ec1 
a bitto1· pill• in all.ow1ng -.hers of hie part:y to join the Cine Oual'd, 
The Social ~rate and other llbenWI hue oJ'ten COIIPl.Uned that the 
Cine Guard waa intended to be ued against the labor 110v"'""ot• 

The spacial ~tion and infiuence or the Swdo-Finna baa been a. 
cause or disputes and ill-feeling in Finland. 'l'ha Swdiah colon1£te who 
came to Finland dn.r1ng the long period llben Finland waa subject to 
Snden esta.bllsbed tn-elYea in a doilinant position 1n Finnish a.ttaira, 
Swedo-Finna controlled a. 1erge part of the wealth or the tountey; the7 
establlsbed a quui-enopoly or polltical officea, and they occupied 
the loa.ding poai tiona in cv.ltural lite and ln eduoation. .ltter Finland 
bec&ll8 independent, Finnieb nationalist& dCIMIIded that s-disb infiuence 
should be curiled. Tbe qaarrel centered on the eclacation queationJ the 
Finne 1 nuv<ed thet educational expendS turN aboGld be etrictl7 in 
proportion to the nmber8 of tbe S Shb- mel Pimi•b..epe•Hng populatioa. 
Tbie would baYe be«< a """ ~ to tbe S 1 io-PiJIDe, 1lbo held a p~ 
dcwt•at place in aecondaey ecl:uca.tion. A coq>ros1ae _. rtnell:r arriftd 
at, 'lbicb lett the s lie• part or their ad•antaaeJ alu-gll tbe7 t'el)teeent 
o~ 10 perceat or tom popJ]•tiDD, 20 percent or the eeconctaey school 
expend.itnrea co to tboir achoole. Tbe quarrel baa died dolm in recent 
years, altboagb ec.e ot the f'1me are .Ull diaaet1at1ed • 

• 
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Dbiaion or llonet&r7 
l!es~h 

Geosnpi!T hu DOt fa"fOftd the dnelop.~~t of a strong and in­
dependent 1'1nn1•b nation, 

l"Jahrvt hu nner blld either the MD power or the eco~c 
resourcu to support a wccuetul national etnllU!le again.st the 
expansionist a1as of her naighbo.rs. llor hu her geogrspbic position 
afforded her &D'T sure protection; abe hu t-een repeatedl7 cm:trnan 
b)' the andes of S-..den, llw!sia and Oel'!lal\t. Frequentl7 pcUticel 
quarrels in Finland have opened the door to foreign dom.netioa. u 
a result of these e8Yere bandicape, the P'1J1118 throughout most of 
their long history have been a subject people , 

The first Swdieh crusade against the Finnish tribes was o:r­
ganised in 1154. B7 the end of the thirteenth century Sweden had 
conquered all of finl&Dd and bad dr1 nn the P.useiana behind the line 
ot the Neva. Swediah colonists established the1118elws in a do>d.nant 
position 1n the social., cultural, and pcllticel lito of the country, 

The whole history of F1nl&Dd before liD.5 111, iJT lart;9 part, the 
history of the st~le between SWeden and lb.lasia for lllllstery of the 
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Baltic. With Sweden•e decline in the ei&hteenth century her grip on Finland 
weakened, and Russia Wldor Alexander conquered tho country in 1809. 
From that tiM· until 1917, Finland was an autonomous Grand Duch7 under 
the Russian Tear. F:l.nland had her am Diet, her O'IID financial and 
judicial adminiatration, and a Govemo:r-Oenerel representing tha 
Tear as Grand DWce, 

llltb the collapse of the Ruaaian Dl(l1re 1n 1917, l"Jru""' bee­
a Oeran puppet etate. ~as a result of the eucceasin defeat 
and eollapee ot the Ruaian and the Oer.an Ellpiree did l"Jnhnd beco.e 
independent , 

Rnolut1Cil ens' Inttmption 

In February 1917 the first Ruaaian rwolution broke out. The 
Tsar 1IU deposed, llld a Prortaional GovemMnt under the Uberel 
Prince LTOY -.. for.ed. 1be Prortaional Oove~t acted at once to 
1 1 c17 ..- of the 1 Uete grieveneee or the F1nna. '!'be F:l.nnieh 
Diet 11bich the Tear had retueed to call ,.. •"-oned; the Uberel 
Stahlco't'1tch wu appo1.11ted GoverDOJ"oGeD&rel to replace the bated Se7DJ 
and man7 poll tical prisoners -re released and recalled froa aile • 

Bot on tho .f\Jnde•ntel q-tion ot F1nland'• relation to lluaia 
the L't'O't' gOY&~t nenr e4opted a clear position, oor.did the 
succeeding gOY&~t of Ke~lq. In .JI1l7 the Finniah lliet in 11111ch 
the Soo1al :o.ocrata wre a ajorit)' paeeed a Bill 11111ch "Jf'1wcl for 
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Res ... reh 

Finand COII!Plete i .ndependence except in r.d.litary and toreign attairs. 
To this resolution the Kerenaky govemment eventually sent a reply 
repudiating the right or the Diet to decide the ll&tter ntbout the 
consent or Ruaeia . Stablcovitch dissolved tbe Diet and announced 
new elections 1n 111h1ch tbe public could dec,ide on the July BUl. 

Weanwhil.e tbe etona of Soc1a1 rnolution wu gathering 1n 
Russia and Finland alike. The Finnish conaerratbes fomed a 
Vihite Ouard 'IIIlich they equipped 111th 8.1'11111 tree abroad. The Social 
De!IIOCrats or ganised a Red Guard armed by the S)'lllp&thetic Russian 
earr1sont: . 

In the new elections the Social Democrats lost their majorit:yJ 
instead of 103 members out of 200, they now had but 92. 

When the new Diet Mt the October revolution had brought the 
Bolsheviks into power in St. Petersburg. Tbe D81f lliddle-clase 
r.ajority of tbe Finnish Diet wu therefore particularly anxious to 
sever all connection 111th Russia. On November 15, they declared that 
supreme power belonged to thee by virtue of the feudal constitution 
of 1'712. As the Bolehertlcs in St . Petersburg did not oppose this 
move, the Diet procseded (on December 6, 1917) to procleim Finland 
an independent state. The Bolshevik regime for a variety of reaeone 
did not oppose Finnish secession. Soviet Russia was the first etate 
to recognise FinlandJ recoGftition b:y SlMden, France, Gemany and 
other states follow8d. 

On the night of Sunday, Jli.nll&r7 28, 1918, the Fi.ml1sh Reds 
carried 01.1t a coup d 'etat• The Red Ouards took over authority 1n 
!lelainld and 1n all the "lerger Finnish to'IIDS. Only in Northern 
Finland were the llollite Ou&rda able to suppress the Red insurrection. 
The ~eds issued a prortsional constitution along Ubenl parliamentary 
lines, and hastily eat about t-illding a Red Arrq at l!eleinki . 

llea11'111lile tbe Coneerrati ves were rallying their forees at 
Vaua, on the 0u.1r of Bothnia. General llannerheia, a fonner Tsaril!t 
officer wu entrlll!ted 111 th the tuk of organising the 1\bi te Guard 
for acUon against the Reds. The Vaasa Cc.aittee appealed to SWeden 
and to Oenuny tor help. J. mmber of Swedish officers volunteered 111th 
the l'ibite Ou&rdJ MIIY Taariet officers, refUgees tro• the Bolehertk 
revolution, also joiJwd the cODSenatin fore.. . Bllt the dec1e1ve 
help ca. tro. another aource. Svi.allllt'vlld, tbe coneerrative l...S.r, 
had escaped fro. Helainld to Oe,_y on the outbreak or the ~ 
tion. There he had co• to a cloee understandi.ng lll.th the Geran 
OoverDMnt1 Count voD der Oolta was appointed .to head a Geraan expe­
dition to Finland. 
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!tesenrch 

On March 20, Mannerheim was r eady to begin his campaign arainst 
Tampere, the northorn stronghold of t!le Reds. Bu t the promised 
Oennan aid had been delayed. ~nerheim tele(lraphed via Stockholm 
to Be rlin; "I consider it an urgent duty to hasten the arrival of 
the Oeman expedition. Delay fetal•. As there was no satisfactory 
reply, J.:annerhei.m had to undertake the attack on Tamllere odthout 
help. Rollever, von der Goltz's expedition .fi.nally arrived in ti&e 
t o turn the tide. The Germans, lm!dine at l'.ango, took tile Reds 
from the rear, and .i<&Merheim us soon able to tcl<e '!'ampere . 

The Germans captul'f'd Holainki on April 12. The Reds were in 
full retreat towards the Russian frontier, but their retr eat was 
cut off by another Gennan detachment at Lahti. Arter that the Red 
forces ~?on collapsed. On i.ay 16, C-eneral l':lMorhein entered 
Helsinki i n triumph. According to FiMish government figures, 
fifteen thousand Reds wet'@ shot for Uleir pa1-t i.n Ule ir.surrection; 
80, 000 supporters of the Red regi.llle were i"'?riaonfld in concentration 
camps, where about 10 ,000 of them died of hunger or disease. 'l'ne 
Reds are e s timated to have executed :=pnrds o~ a tl:ousand cen durinr 
their !1:01'!~'1~ in power. Thus ended the war which is mown officially 
in FinlBl"d as the .. ar of Independ•mce . 

Nevertheless, Oe~an troops were in occupation of Helsinki , and 
t hey had been sent to F'inland, not to make ::'inle.nd independent., but 
to ~Ake her o~~ of c ~and of puppet German St3tes , stretchina from 
the Arctic Oeean to th" Caspian Sea1 ~.'hich the Oermar. f o..-ernment hoped 
to create out o! the frag:nents of the Russian "..::>Pire. AccordifltU.y, 
in ~ the ~sh Diet ftll3 cilled, or :10re precisely, 109 of its 
200 mef!lbers y;e:-e called, for t!te Social Democrats 118%"'3 not allo>.ed 
to take their seats. This rump P&.!"liament elected SVinhufvud as 
Regent, and Sv111hutvud aeked Kaiser t 1lhel.ra II tc put fonrard one 
of his sons as King of ~'inland . The Kaiser r efused the crown for 
his sons , but allowed his brother- in- la.,., Prince Friedrich K3l'l to 
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be elected. Prince Karl spent ar. arduous sum-r.er lcarnin~ Finnish; 
but as the sunrner wore on he realized that Ir.~perial Oennany "as on 
the verge or collapse. The fall of the German .t.Dtpire meant the end 
of Oerman ambitions in the East. Thus the official "ar of Inc!epenc!ence 
enc!ed nth Finlanc! a Ger.'VIll vassal state. F'iMish independence in 
actual fact c&J:Ie about as accidental relmlt of the Allied rlctory 
over the Central Powers . 

Ihe Struggle Against Bolaherlsm 

The coming of the Arcisti ce failed t o bring quiet to Finland ' s 
stormy foreign and domestic politics. The bitter struggles of the 
ciVil war period were cont~nued i n a diffor'Jnt fom. Viith the 
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ool.lapn ot Ger.~~ ~r, ~ .. tOl'Oecl to relign u bpnt. 
Hie place _, taken bJ au- *-rbeiaJ tor, althoqll up until 
lllq 1918 llalmemeia .. nsuded bJ the Alliee (ADCl part.iculerl7 b)' 
LaMing) u a tool ot the Ger.~~~, he bad ouoceecled in tl'lleing 
biMelt tna t.bie uaociation ADCl placing hiuelt at the head ot 
the groupe taTOrinc cloM oooperaticn with the " "••· 

'l'he c01111ttnati'nl partiee were all agreed that the ""T IX1atiDce 
or the Bolebni.k re~ in St. Petereborc conetituted the greateet 
threat to F'inlan41e independence and 1ndoed to all the tbinga tba7 
l!eld dear. 'l'hll'ltfore they were OT.t~l.y anxioua to obtain. aaeuranoes 
!roll\ the lfestom penn ot eupport. ag&inllt the Bolahevika it it should 
prove neceeaary. And Ooneral ll&nnerheim •a Oove:mlllllnt w.a read:r to 
cooperate in any feuible plan for restoring the authorit,- ot the 
conaervatine in St. Petersburg. The Brituh gonrm.nt wu &lao 
anxious to replace the Bolahe't'ilc regia with one 110ra in line with 
Rusei&n traditions, but urioua ditficultiea aroee between Generel 
lo!&nnerheim and the Allied gOO"e~nta, ac a result or which tun 
cooperation &gainat the Bolabe't'ilca wu not c.chie'nld. 
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llben at the end or lla7 1919 the Brituh 2)?th Brigade (ot the 
axpeclitionB.lT force under llajo:r-Oenerel K&yn&rd ' s c~) reached 
Lake Onego., llannerhei.a offered cooperation in retum for Petrosa•odalc, 
on the &lurmanak Rail~. General llaynard refused ll&nnerheim' a usietance, 
probably because llannarheim' a &l:lb1 tiona conflicted with the &ima ot 
other Russian groups with whom the British wre cooperating. 

A Flnniab -.olunteer force nevertheless aaeaulted the town, but it 
wu driYen back b)' the Red forces . J.gain, at the close of the rear 
1919 when the 'llbite General Yudemch marched on Petrograd, !!&nnerheill 
sowxled the Allies on Finnieh intervention. r:ot.'ling C&llle or bU pro­
posals . 

Finally et tbe end of llay 1920 the Finnish uinister in Washington 
appealed to the Alllerican gOYemment for the aid of American warehipe 
in the Gull ot F1nland to act against the Bllaherll-..s. The Finnish 
goveJT~Mnt stated that it aid were not !ortbca.ing, 1 t mgbt be nec-
83D&J7 to conclude peece with the Boleherlka. 'l'be "-rican gove~nt 
tbrousll Hugh Oibeon ru.l3' declined to eupply &D7 waralxipe !or such 
a 'nlfttu.r'l, '1'111 P'1Da18b gOYe~t, tl>ere!ore, pn up ita hopes of 
gainiag Xarel1a ADCl otber territory rna the Bolaberlka. In October 
1920 the Treat)' ot Dorpat p1t an end to boetilltiee be~ F1nl&nd 
and tile Sorlet. • 

Regraded Uclassified



.. 
• 

- 8 -

the Formation ot th! Conttitution 

Dhi:Jicn ot llonetaey 
Reaearch 
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The new F1nnieh ReJ)IIblic adopted a constitution wbicb embocliaa 
principles drnn rraa the Oenaan, Engllab and !Mriean political syllteml. 
J. single Diet or 200 Mllbere baa the suprns llpelative power. nte 
President 1:s c.'1oeen 117 an electoral college, wllich unll.Y.e the .lllerican 
electornl college exercitea considerable diacretion. The President or 
P'1nl.and is panrtul.J the control or foreign policy and or the anutd 
forces i:J in biS hand8 1 and be baa the richt Of Ulluil'.g adlliniatrative 
edicts provided that these do not contravene existing laws. He appoints 
the Cabinet members, not neceaaarily trom the Diet, and be is not bound 
t o take their advice. Finally, be bas an et!'ecti ve suspensive veto. 
on the other hand, the President •a decisiona must be countersigned by 
the miniater concerned, 11nd bi:J acts are furthermore subj ect to 
judicial review. The Finnish s ystem 1s t hus besed 1n pnrt. on the 
American idea ot checks and balances. 

nte balance or political rorees 1n Finla:ul atter tl!e defeat or the 
r.eds JUde it inevitable that some rom or moderate c04Ut1on woul d as-
5\ll:lO power 1 depend.i.n& on the votes either or the Slredisb conservati vea 
or ot the moderate socialis t s . The Social Democrats had expelled their 
communis tic lett Wing; the Aerarian and Progressive parties had forced 
t hrough a partial amnesty tor imprisoned Red adherents. 

The tirst creat political problem which confronted the Republic 
ns t he land cpeation. Throughout central and eastern ~pe 1 the 
peasant clesnd tor land redistribution had beca:~t the paramount polit­
ical issue, and Finland was no ucepticn. The Finnish Agrariu. party, 
t lte Social n-ocrata, and the Progressives agt'ted that 1n one •7 or 
another land ~BU~t be ude availeble to the povert.y-etricken peasantey. 
J. t tbe a•e tU., the Finnish govemJDent could not adopt a prograa or 
drastic u:prcpriation. The Ktllio agrarian law therefore represented 
o. cQIIProm.ae; the peaaante and rural "IIQrkera tl'.euelvea wre obliged to 
bear part ot the burden ot redistribution, tho State bore a share, and 
the great lendlorde a share, Wbi.l.e the Kallio law did not please all 
political groupe , it did result 1n great extension or land holding among 
the peaaanta md rural workars . Landholdi.ng 111 still tar troa universal; 
in 19)0 J2 percent of tba rural populatio:~ nre landless laborers. 
Saventy~ix percent or the hold.ir.gs are lees than 2S acres {cultivated), 
wllile on the other band there are 8Z7 estetas or 2!>0 acres or ..oro or 
cultivated land. llenrthaltaa, landholding in Finland baa beco. ..ore 
widely ditpareed than in FranCe, the traditional countey o: £Ull. bold­
ill&$, Cld cc:.pared with tho situation 1n Italy, l'!Ullgaey, Poland, or 
Spain, Finlarxl 18 indeed a land ot dM:~Ccratic land cwnersbip. 
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Research 

F'nlenr! ude npid econc:aio and political progrttse durin& the poet­
war decede. O.Ocratio political orgenisationa and cooperathe eooietiea 
drew into actin public lire great na.bere of the FiDniah people. The 
ll"at political prob~ ot the dq wen the INbject ot u ... l,y dbe~W­
oion and contzotU) which wu carried on tnel,y in the p:re .. and on the 
pl&tl'ona al.1.ke. The onl,y exceptiona to a pneral ngae ot tne die­
cuaeion and tree political acti'f'it)' were the MUOU'IIe taken egainat the 
C-.wdete. 

ll'ith the continud pr"08pllrity or the late l9201e 1 the eooial contllct 
in Finland died clown and the occu:ton ror npreeei,.. •aaure• 18ainat 
extntaiat minorltiea dieappeared. The C~te 1'811&1ned subject to 
the legal ban, but in actual practice they wen allowed to orgenizo and 
asitate without 1111ch inter-terence. By 19291 the regiJM of political 
Uberty appeared to be u .firolllT establlahod j n l"inl.and aa in aey country 
in ~pe. But in fact f iDl.and ...., about to enter another period of 
bitter pclltical etrUe cc.plete with violence and suppression of nomal 
political rlghte. 

Et!!!!Se'c Depreeeion end Polltica1 Ruction 

By 19.301 Finland wu teellng the 1\U.l atfects ot the great depnaeion. 
AIJ a producer ot buil.diJlc uterlal 1 Pinland eutterod eeverel,y .t'ra~ the 
collepee ot building aoti'f'ity in Britain, her !'lrincipal marlcet. Unr .. t 
wu wideepnad in ~inland. In Novalllber 1929, a group of tu-.era br oke 
up a aeeting of the Young Ccrmtuniat League in Lapua. This riot inna.d 
public opinion thrcusbout Finland, and Lapua be- the center of a 
growing anU~c-nn1at aO"fWient 'l!bicb reflected the suttering and die­
C<llltant ot the f&rMrll and ad.ddle-claas people ot zsnland. '!be Lapua 
aovement, led by Xoeale, advMCed a vaguely hllwt progr•; the c-mhts 
were to be utel'llinated1 the Sooi.al O.OCrate auppnased, the party 
11)'8tea abollabed, llld the powers ot tbe Diet hand.ed over to a pcwer.tlll. 
executin. 'lbe Lapua a~nt found pcwer.tlll. aupport tor ita orc.nisa­
tion. The leara o! the u..ber trade, well-to-do tar-ra 1 the lutheran 
clergr, the banks , h1e:b erm;r otticera, and the Neutral Cooperatives all 
lent their auppor\1 beecH they e• in the Lapua ..,_nt a political 
organisation which prc:aiMd to deetroy oace end fl>r all tbe threat ot 
Co•nn1• 1n Fin' end• 

Regraded Uclassified



• .. 306 

-11-
Dbision of llolletaey 

l!eeearcll 

In order to rat1f7 theM cbangee to tbe Conat1tut1on, 1t wu Del)­

ellllll%'7 to bold DeW eleotiona, 1n the couree ot 'lfbicll tbe t.puana with 
• gOYemMDt toleration eDaeeeclin nary variet;y of illesallt:r 1n oi:'CWr 

to be aesured ot the two-th:lrds aajorit;y neoaaaary to the rat1t1cat1on 
of the new 1..,. Tile eleot101111 ot October, 1930 gaTe the coDDerv&ti'l' .. 
the oecesell%'7 votes 1n tbe Diet (plne OM) aDd the •anti-col!ll'lllJliat• laws 
qre puaed. 

The I"'P'•n• bad ncceeded 1n large part 1n their polltiul aiuJ 
but their terroriat act.1:rit1ea did cot oa.... After the October electiona 
a sr<JilP ot terroriate led b:r General Yallenius kidnapped Preaident 
Stahlberg aDd hie wile, but the:r wore re.laMcl unhamed alter a general 
popular outcry. 'l'hrougbout 1931, lddnappin& of aochHata aDd 0'1'111'­

inquieitive journalists oontinued. In lJul;r 'l'elleniue wu acquitted ot 
complicit:r 1n the Stelllbug ld.dnappin&, although be had. l1l8de a 1\lll. con­
fession ot hie gull t at the time when charges were first preferred 
qainst him. 

In the spring of 1932 General Wall en:lue, 1n cooperation with laedera 
of the White Ouarda, 1I'U plenn1ng a aarcb on Heleinld.. ilefore theae plene 
had been care1\lll.:r aatur.d, Y•l1an:ln•' llaod wu forced b;r a riot 1n 
llantaala. Yalleniua ude ' IU.ate preparationa tor a II&J'cl> on Helainld.J 
but. the expected cooperation ot the conaervatin leaders tailed to 
uter1allae. STinllllt'Nd cme out apinet the plan, aDd aa a result the 
armed forces ot 'lal.len:l.us Mlted 1111'~ before a allot blld been tired. Ooca 
again , baw"t'er, tbe rq .. na wre part1aJ.l:r succese.tlll~ tor:'a reaul, t of 
Oeneral T•l1en1ua ' deonetration the gaYernMDt arrested and impriaoned 
a lArge number ot C<WI!m:lete, 'lfbile Wal.leniWI and Koeal.a wre let oft 
with IIWipended. -tenoee. 

'!.'be .tum ntal. reuon tor tbe failnre ot O..ral. \fal1en1ua ' attepted 
coup was the tact that b:r 1932 the Lap&&.,, rl bad loet the apport 
of tbe propertied cltt•• 1n Finlay!. 'l'ht latter no laager feU the 
neo .. ait:r, ( u tbe;r bad 1n 1930) ot reJJ1nB on the t•pn., forces tor 
lateping ~n:l• 1n oheok. s...tnln1hwl aDd hie eupportere felt that 
the aoveZUie!lt. Willi itHlt ..U able to cope with the Ca.uU.ata. 

Regraded Uclassified



307 

-n-

~t h18 ... fl"roT (1931-1937) ~ b.t pel'8U\eatq 
retu .. cl to ......,, a, C.tli.Det carta1D1D& a ~o1el1at, in ._\a o! the 
precliJK!nent poeitiOD of t.be Social. O.Oora\a in tbe Diet. '!be Sao"' 
081100ra\a ~ to ot.fnt ~ 'llbell be nD for reeact1011 in 
19)7. TMrefCift tbe7 fOI'Mcl a coal.itioa. witb the Asrari.uw, and wOCHclecl 
1n el.eotillg the oancl1 clew of tbe lattar, Kalllo. 

Klllio celled oo Profeeeor Cajancler, a Pllog:reedn, t o fOl'lll a Cabinet. 
Since 1937 F1nltnct bu beeo gOftrDacl 'b7 a coalition cabinet, beaded 'b7 
Caj&Dder, including S Social n-ocrau, S Agariane, aocl 2 Progeaai.,.e. 

Tb6 defeat of S't'illhDtWd eue11 to be a Hrioua rnene for tile c­
HrY&tin forcea. For tbe tint tiae, tbq had fail.ecl to bl.ock tbe 
inclu.i.on ot Soc:1alUt8 in the CebiDet. .t. t.borclqbaoing real1 gm rt of 
natiooal polltice 111 11 1w1nent. lD tact, tOOHwar, tbe rnolut1oc 
wu not ftrY profoanclJ tbe Social. n.ocrata reuJ.necl a lllinorit)' part)'. 
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Oovenaent (Social n.oorate 83 as 
Partiee (Agrarian 53 56 

(Progressive 7 6 
(Swdish part:y 21 l8 
(Unioniat Part:y (Concen-

Oppoeition tration) 20 25 
Parties (Patnotio National l.!o-nt) l4 8 

(othera 2 2 

The Social. ~eratie Part:y is a part:y ot industrial and tara 
110rlcara, proteasional and scad•Sc people, a.'ld e..U f~ra. Fo~, 
the part:y 1a cm.l.tted to a Soc1aliat progna. In tact, the Social 
Daocrate are •eent1&14 coneer-rative in outlook. 'lbe:y do not 
aspire to a dcn1nant position in national polities, but rather regard 
themsalna ae a preaeura group -.orld.ng tor increased Social Sel"ficee 
and better worldng conditione llithin tile l.Udte ot tbe traditional 
econOIIie and political a,.te.. '!be:y are eesentiall:y an ede1n1atrat1'ft 
part;r. 

The .Agrarian part:r it a centr1.et part.J or e..U tan.era. Ite 
prtncipal .... t 1a ite bietortcal achiew-nt - tbe Lu Kallio wllicb 
wu the lepl bu1l ot the .....UioD or ~ Mlatl'l in P''nl•nd. thldlr 
the Jtell1o :u., tenute -re ginn a eerta1a ~ ot Stete aid in 
J)II.J'Chaa1Jia tuwt. UDder tb1e law, Jeftdboldina in P'SDl•nd bu *-
80re .-raJ. &1111 there bu bleD •- recllaction in tbe concentration 
ot l!ol'"..-. ~with tbe dtuatioa in Poland, Itel:r, or­
France, Ftnlerwl bu bea- & COIIIIVy Of ..U holden . '!be Acr&r1&D 
part;r ae- tbe cndit tor tbil, al.tbcqb the Lu Iallie wu 
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also eupported b7 the Social llnoc:rat., The .&(rarlan party hu pur­
sued a poliq ot protection tor Plnnillh agricultval product. ao •U 
aa extenaion ot tenure. B:y this polic;r, Finnish auicultval produc­
tion hu increased to a'bol:lt three tu.s the lnel ot 1913, and the 
cultiT&ted area extended b;y ,)0 percent. This achi-nt mst be 
reckoned aa one ot the .,.,t aubatantial. Tictoriea ot the new Republic. 

The Agrarian put;r U a practical J)U'tJ. little concerned with 
general principles of COYe~nt or econocdai. It 1a not opposed to 
St.lte controls ot industey, but it is hoetllc to all forms or 
socialism, iln:i particularly to Conmmin. In contrast to t.!te French 
Socialist-Radical party, the Fi.Jmiah J.grariaruo are under a pronounced 
clerical influence. 

The Progressives are a veey sull party representing certain 
llliddle clue groupe ot Idbe:ral..ConaervatiTe tendencies. '!'bey worlt 
in coalition with the .&arariane. 

The Unionist (Concent:rationiat) put;r together with tbe Swdiah 
party (and the Fuciste) tol'll the Right . These parties represent the 
t.iJaber trade, the unutMWZ'en, the larger landholders, the chuzoch 
hierarchy, and the ~· !he conaervative parties are the deten:iera 
ot the traditional social oi'Ur, the tut.}ler.n Church, and the right. 
ot property. They believe th-elvea to be the representatives ot the 
paru.nent national interest. and the unity ot the nation. They have 
played the lead1 ng part in the tight against Bolshevism. 

The 5118diah People •a party has ita own peoul1ar1 ties • Ita 
program is osteoaibl:y one ot defense of Sndish lan;uage and culture, 
but in tact the .a1n interest ot the party 1s 1n defending the 
privileges of the -...altb;y and governing claaaes, a very large pro­
portion ot wt:0111 are Swedo-Finna. B:r coming forward aa the cbupion 
ot the Swedish people, the party hu been able to control practically 
aU of the Sado-Finn vote, although the majori t:r ot SWoedo-F:I.nna are 
tishel"'DDIn, aailora, lwaber worltere, and tam laborers. 

The Patriotic National Monaent waa a clerical taacist IIIOV-nt 
centered in Lapaa, 11bich wcceeded in do~tini FiDniah pol1t1ce 
troa 19.)0 to 1934. It hu decl1ned aince tileD. lD nceat electioll8 
it lcet baU ot ita 14 clepltiM. In 19,)0 it_. Rraaa e-.11 to 
u1ce 1Ull preperatiou tor a coup, 11hicb tau.d beoeue ot diuentiOD 
1n the ran1a1 ot the oOMervativee. lltboaeh the Fuciate did uot 
eucceed in tbeiJ' coup, tbe)' did wcceed in to rein& tbe 58 noa 
ot tbe c u1et part)', tbe &JT88t ot all the c~ clepu.tiM, 
and tbe)' were pend.tted to enpp 1n a terrori.et o t•4 p of baat.inp, 
ld.dnappinp, an4 1nt1a1datiONI age1nat tbe .I.ett putieso 
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01 Yiai en or l'onet&r)' 

Reae&J"Ch 

The C~at party hu nenr been allowed to eXist legally in 
Fi.nand aince the defeat or the BoleheYilca in 1918. Howver, the 
COI:IIIWliata han been able parti~ to evade the reatrictiona Ul­
posed on thea by orpnbing under other nuea end by worlcing Within 
the Sociali.at part:r and the labor unions . UDder the ,_ o! the 
Finnish Labor party, the COIIIIIUlista won 27 seats in a Diet o! 200 
in 1922. Alan~~~~d, the govflrnment outlawed the party, suppreoaed 
ita pre sa, and dissol ved the Diet to llhich this clanllerous mmber 
of COIIIIIUlista had been elected. Tbe Co-om5sta reorganised once 
oore, and by 1929, under the na.e o.! the Fi.Misb X..bcr part:r, they 
held 2) seata in the Diet. In 19JO, when the intluence or the 
Lapuans waa at ita height, the Finniab X..bor party ,.. once 1110re 
suppresaed and ita Doputiea arrested and illpriaoned. Since 19)0, 
the Coaamiata han not bad My recogni~ed political party i .n 
Finland. The:r han probabl:r entered the Social Deaoocratic part:r, 
altbou.g)t !m<nm ~niata are excluded !l'Oil it. 
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t he CooperatiYe MO!rpnt 1n f1nl.t!!d 

Dirtaion of llonetaey 
Research 

The Finnish people combine an extrs!Ml7 tou&h kind of indi:rldual­
ia with a h1&hl7 dnel.oped traditiClll of cooperation. The independent 
small holders who font the baclcbooe of the count17' s agriculture are 00 
l eaa dnoted to cooperation than the city workers . Onr half the adult 
aale populatiOD of ~and belongs to 110M fora of cooperstin. The 
aooat ~rtallt of these oraanisations are the two coDSUIIer cooperathee 
organized on the Rochdale pattern. They are both affiliated with the ' 
Scand1naYian CooperatiYe Union. 

The two VN.t consu.erco-opa have a remarkable record L, the pro­
v~sion of aooda and services to their llllllllbers at reduced coats. The 
coope haYe furthel'IIOre been a atrona innuence for the imDroTement of 
quality in merchandise in general . · 

The pr1nciple ot cooperation 1D Finland hu bflen cleYeloped in nary 
branch of econoaic lite. Cooperatin f._ banka, cooperatin production 
and lll&l'lcet.inl aocietiee are •ell developed. The cdope have gone into 
~ufacturing on a considerable scale. 

The Finnish cooperatiTes are organized on a thorougJ¥.:y democratic 
basis. The entrance costa are very smell, and the direction of the af­
faire or the cooperative are subject to the full control end criticism 
of the meaberehip on an equal basis. }Urthermore, the cooperatives 
have a well cleYeloped literature of their own and an ambitious educa­
tional progr8111. Tbu.a the probl..., of the OOMuaera and the operations 
of the mmag~t are contim•all:y subject to the diacuasion, study, and 
critic1• of the whole body of conSUMra. 

Of tbe two principal oraanisations, the Prograsshe Cooperatin 
Society, while it baa refused aftilietion with the Social Democratic 
pa.rt:y, draa 110st of its strsnst,h from the working clue, and it 1e 
aeneraJ.l:y pro-labour in outlook. The Neutrlll Cooperative Sooiet:y, on 
the other hand, ie a far-er's cooperatiTe and it has not been friendl:y 
with oraanized labor. It retuees to bargain collectively with i ta 

a.plo:yeee. 

In its lar&er eocial a1a of subetitutinl the cooperathe attitude 
in Jlllblic lite for the attitude of clue riYaJ.ry, the cooperathee han 
not t.e.t entirel:y succeaatul. The relaticna of the t:.o principal coo­
._ coope h&Ye been bitter. The;r han traquentl:y enpged in, cut­
throat co.petition. In 19:30, the Neutral Cooperatin helped t1nance 
the WP"'n Fuciet IIOT-t, prcbabl7 with the idea that b:y thie •ana 
the Progreesin c&ope lliibt be suppreeeed. 
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Soo'•l S!oJr!"" 1p n,sn' • 
Ill it. PJ'OIII'a of aooSal .-rtt.:r, J'1Dlan4 lap t.h1nc! the nat.t01111 ot "etlll'D IIUl'vpe. tt-.pl o,_nt. iDnrance doea DOt aiet.. An old...,. 

pen.eiou ecm. _. eappo .. 4 to - 1Dto effeot. 1D 1940. Fiulencl 11u 
bonnr, a puhllc hNl.th Nk'"'•trat.ion 'llbioh 1a wll eapport.ed. ~· 
tortun&t.al,-1 -t. ot itll I'NCIIU'C" are abeorbed b)' the tigbt. agaiDat. 
tuberculoei.a, 'llhiab 1a partieul.arl7 pi-nalant. 1n !"1nl&nd. 
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Voat. ot t.ba bows~ 4e•el.oplent. 1n Finland bae been undertalceu b)' 
the large C''Y'Ip"n1- . v.n:r or t.baae projects are JDOdern and 11011 plannad.J 
but Finland bae not. eacape4 a serious houaing ehortage. In Heleinld the 
average lllllllber of inhabitants per roOIIl was 1. 5 1n 1930. In Hels1nlc1 
rente absorb about. one-third ot the income of uneldlle4 workers . HOIUiing 
conditiona in the rural areas ot Finland (u 1n 11106t countries) are nen 
worse than tbe7 are 1n the cit.iee. 

Tbe eecurl.t.7 ot J'1nnilh workers 1a ..,reoYer :l.lrpaired. b)' the abeence 
of a powrtul. t.reda uniou _,_ut. capable ot adY&n~.g the intereete 
of the worlalre . !be -u-se ot the unio1111 1a the a>re 51Ul>r1e1ng 1D 
view of t.ba great. DUMrlcal et.reugt.h ot tbe Social Democrats . .lt. one 
tiM FinlaDd bad a pcnrer.tu.l labor IIK)w.DtJ that wu before 1918, when 
the uniona bad 160,000 Mllben. 

W1th the t.rlUIIIpb of the ConaerYatiYee in 19181 the tredell unio1111 1 
111011t ot whiob wre under Bolebevik 1ntluancs, 11'8re crusbe4. .Uter peace 
wu restored, t.ba uniorw elowl;y regained their strength, until 1n 1930 
they Dllllbe:red. about. 100,000 Mllbere. But 1D 19)0, the unions 11'8re 
wppreeee4 aga1n b)' t.be SY1Dhu.t'Y1Jd gOYen.ent during the biBb ti4e or 
the Le;lu&D .,_ut.. 

P'rca the blow ot 19)0, tbe labor .o-nt. baa nner tully reconred. 
In 1939 t.be P'innab t.radN uniou federation bad only 87,000 workere. 
The worken ban not. bHD at.~ enough to bargain collect.1nl7 1D the 
t.iaber or ot.he r big indWit.riee J 1D pr1nt.1ug and 110!1111 ot the ualler 
trades, bowenr, they ban been succeae.tu.l 1n obteining collective 
cont.ract.a . 

As a result. ot t.ba 'II'Nkr•• ot t.ba labor union~~, -agee 1n F1nlancl'e 
aporturt. indDat.riaa ban ~low. "- 1930 to 1932 -.gee dropped 
beartl;tJ after that they rc.e el.clwl7 uutU b7 193'7 tbe7 wre (1n real 
tern) abclut. l) pw ceat. aboYe the lenl ot 1929. !be ~ lenl of _,... 
troc 19)0 to 1935 .se it. po .. ible tor J'1J'Iland to ~te capital, 
1110dal'D1H her :1Ddutor1al pl.&Dt, and redwle ber toreicu debt. 
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Dl't'bi.oD ot ~ ........ 

a- c:altare - tbe iJiapi.rat.iaa ...S the ..s.1. 1'or tbe ~ 
to-do ucl edaaatecl n.. t.broacboat. t.be 19th and Clll 1Ato tbe 20Ua 
cet.'111'7o Tt. I'1DD8 boa&bt. a third ot tbeir illporta tna OawqJ 
t.M)" took a third of t.beir iclau tro. tblre. Tile tint. FimWIII aeooo­
c!.arT eahoola ftre•adtled aa tbe O~r~~~~~ LJc-. ~ ot tbe oonoe~ 
t.ion1 811bodiecl ill tbe Filmilll conat.itat.ioo wve cllrinc1 tro. Wa1Mt'. 
Hellinld 1 s tirlt. p11bl.io biU.l.ciings wan till work of a o- arobit.eot., 
l!npl, and till belt of Finniall graCI.u&t._. nnt. to Oenan uniftrlit.i• 
to cOIIplet.e tillir etwliaa. Tbie c:alt.val liaiaon was Wl&kmlcl b7 t.bl 
riea of Bitler ucl the cloaer trade relat.iaal cllnloplcl rlt.h En&J•""' 
attar 19JJ. J!:n&lilb ic1au 1r1 now taldll& t.bl placa of Gem.. flJIIII 
1r1 1INring Bo&liab clot.bla, operatiD& E'a&lilb -.cb1Ma, daaJ'nc wit.b 
J:n&lilb Nle- IDd woftin& wit.b Engliab t.lolmicilna. • FiDDil~ 
Brit1ah aociety fiourilhea in lleleinlti and 1 at.ilar aoci1"7 wu or­
ganised ill Turitu ill the wiDt.ar of l9J7-l9J8o 

In Finled, all ch1.14ren 1r1 ca.palled to at.tand el-t.IJ7 
school betnan tbe age of HYIIl and ·t.birteen, after wbioh 60 percant 
attend Yocetional. achoola 1mtU fittec IDd 40 percent go on to aacoo­
cllry aohoole where they prepare for t.bl ciYU eerdce, teacben' 
t raining coll.epe or the Oninreity. Tuit.iCIIl ia tree at tbe at.ate 
supported inatitutioaa except for a noGnal tee p&ic1 b7 tbe cbildrwl 
ot the ..U...t.o-do. Beaiclle lleleinlti Oninre1t7, wbicll M.e • IIU'OlL­
•nt of 6,600 aw.s.ata, balf of wbaa - -· the at.at.a MiAt.ainl a 
Teohn1 cal lliah Sollcol. and a lliah Scbool. of Pecl&COG' wit.b a ocabt.ed IIIIJ'Ol.l_., ot eboat. 1,000. Tllerl 1r1 to1o a-.ll printely enct ~ 
uninreiU.. at TUtu, - Swediah-apellr1"1 and - Y1Aniab-lplllt.iaco 
They eeoh han JOO atacllllte. 
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Jfotee on Fimdah LeM•n 

Vaino Tanner, Foreign Jdniater of Finl•rxl, bead of the Social 
n.ocratic part)", lNder of the F'inrW!b and the intel'll&tional coopera.­
tin ..,, rote. Bom in Heainld. to world.ng-olan perenta. ID 1910 
be be- a ~.r of the Central. ea.ittee of the IDternational 
Cooperatin JAqua. Be joined the Social n.ooratic party, where be 
belonged to the 110re conaervatin wing. 

Tanner ret'uaed to aaeociate b:i.Julelt with the Bolrhfl'ilc ujority 
of bia party in the Rnol~ttion of 1918. He ~ aloof fro. the 
Red inaurrection. llo'tllner, wben "YOll dar Gol ts• troops OCCilpied 
HelriDld., Tanner "1188 arrested because of b1a arsoc1ation 111th the 
Social n.ocrata. Be waa aoon released, hownr, when it._. ea­
tabliabed that be bad not been in ~ wa:r coanected with the uprialae 
ot tbe Social n-.crate. nu.a episode bar giftll rise to errooeoua 
atoriea l1nldng Tanner 111th tbe Finnish rnolution. 

Attar the defeat of the Finnish Bolrbevilcs, the Tanner gl'Oilp 
arsu.med leade1'8bip or the Social Democratic party. Tanner war one of 
the Finnish delegates who signed the Tl'8aty of Dorpat with the Sovieta 
in 1920. Tanner bar worked to el1m1Mte the radical and camwniatic 
wing hom tbe Social. DeiDOCratic party; be baa P\11'81led a polic:y of 
cooperating with the center parties. 

Tanner baa continlled to be an act.in official of Elanto, a ~ 
1ng cooperatin organisation, and in 1927 be waa elected president of 
the IDtemational Cooperative Alliance. 

In 1926 Tanner becaM Premier in a Social Democratic Cabinet . 
Tbe following year be receiftd the aalute of the Cine Guard (often 
called the l'lbite Ouard) an act which cauaed bitter contronray within 
the Social n-.cratic Party because of the reactionar;r aasociationa 
ot the Ci'fic Ouard. Howner, Tamler'a act "1188 in line with the policy 
ot reconciliation with the conaerntin torcea ilbicb ba bar eonaia­
tentl:r toll-'• 

Tanner bar al.ao aernd u Fi.nmce MlJiieter, in 'lb1cb poeitioo be 
Jlllde b1a reputatioD aa a cautioua, CODaarntift t1nancier. Tamler 
ia well l1.lted b:y bgej ne .. and ban!c1ng groupe; in tact througboolt the 
ci'fil -.r period be wu able to aintain 'i'&luable trierxlabipe with 
the ooneenat.ift II"'QPPI• 
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llhia1on of lo:oaetar,. 

Research 

Rieto I!;Jti, banker and atateeun, at present Prellier of F1nl.and 
tor many ;yean Ooft:mor of the Bank of Finland. 1\Jti was Finance • 
lolin1ster 1n tile earl:y ,..are of the Rapubl1o . 

JOt1 s tudied law 1n Englam, aDd bu ll&n:f aesoe1atione With 
Bngl1sh li.te. He bu been decorated u Xn1&ht c.; · nder of the 
Victorian Order. R;rt1 bu trequaatl:y repreaented his countr:y at 
international contanncM on econcm.c and t1nano1al questio118. 

JOt1 1e ext~l:y 1ntluential amoog all business and ca..roial 
groupe 1n Finl.aDd. He ie h1&hl:y respected in international financial 
circles. I!;Jt1 is thought t o be the pr1nc1pal 1n1 tiator of Finland •a 
ecollQIIIic pol1ciee eince be beca.e Oovemor of the Bank 1n 1923. He 
has faYOred tile rlgorou policy b:y 11tdch, at the coat of great 
eacrltice on the part of wage earners, F1nland bu been able to r educe 
her foreign debt and build up her capital eince 1930. R;rt1 i s alao 
ea1d to han been one of tile leading eponeore of tba prograa of 
agricultural expane1on and industrial deTelopment: eince the war. 

I!;Jt1 18 a s taunch defender of the i dea that the Bank of Finland 
should be independent of government control. 

Baron Carl ~erbeim, born to a noble Swedo-Finn famil;r naar 
Abo, educated at the s t. Peterebolrg canl.ry school. »aanerbeia soon 
rose to the c~ of the Tear's bocl7guard. He f ought 1n llaDebur1a 
during the RDes~apaneee war aDd was prooooted to the ra.nk of J.le,jor 
General . Alter tbe RDeso-Japaneae war he • stationed u 'fiaraa1r 
as ca••md•nt of the Imperial RDeaian caT&lr:y. 

During the World War Kannerbeia wu stationed on the Rowaanian 
front. Alter the Finnbh declaration of independence he returned 
to Finland where he took an actin part in organ1aiog the White 
OuU'd. 

Attar the Red coap of .Januar:y 1918 »annerbeia wu placed 1n 
aup~ cc , of the lbita Ooard, and bee- 1n effect the e~euatporz•-• 
leader of the ooaaenatift foroM. Be depended largel:y on Ge~ 
aid 1n anrtbrotd..ilg tb8 N't'OluUonar:y Red gOft.,_t 1n l!els1nk1o 
n,a .beriCCI 111n1eter to s-den, )Iorrie, cabled to Secreta~")' of 
State Lus1.Dg on April 2, 1918, etroogl:y urgi.ng that no food ebould 
be eent to a-ral.MaDnerbeia' e gonzwrt. 1n rl .. of tile pro-Gei"MMl 
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leanings ot the Ff.nnhh CODaenatbea. llorria• opinion waa atrenath­
ened by the report ot an lllied 111.8aion wbich had Tiaited Wamertleia•a 
headquarten, an4 wbich ahted tb&t ... tar u the;r can aee,· the 
llhite Part:r ot P'tnhrtd 1a ent1re1;r llllder Oer.n intllaeDce• and. tb&t 
•the:r penonallJ' wen inRlted by F1nn1ah otticera w1 th pro-Oe~ 
8:J111P&th1N, .J. though tranlli.ng with General llannerileia• a apeoW passport• , 

B:r Uq, howner, Generalllannerbeia had cn-tie&ll;r oJiulced 
h1a oriantation. Be had qurraad 'ld.th the authoritiee u Belaillld. 
on the issue ot Geman i.ntluence u the anv, had reais-4 hia position and. had retired to Sweden. Snllhuhud, the pro-German 
conaenative, becaae the leading figure 1n Finnieh politico, 

11'1 th the collapee ot the German tlapi.re, the return ot J.:annerileia 
was lll&de possible, tor he had succeeded 1n a tn montha, tro. lle.:r 
to NoV8111ber, 1n 'ld.nning the confidence ot the Allied diplomate. 
Accordingq, lolannerileilll took over the Regency 'llbich Svinhut'vud was 
was forced to resign when the Germane withdrew. He held this 
position until the installation ot the new constitution in 1919. 

In 1920, l!annerileim attempted to 01'8anize an intai'Yention againat 
the Sovieta with British aid. flben this plan tell through, he led an independent &aaault on the town of Petroz.avodek on the Leningrad­
WnD&nak nil1fa1'• Th1a attempt wu beaten back, and 1n the •-
year peace wu concluded w1 th the So"fi.eta. 

l.!annerilei.al baa remained a powe.rtul figure 1n Finnish politics. 
He hu been venerated by &11 the conaerv&tive groupe, and hated by 
the radicals . He baa been the atrongest opponent ot ecmnun1sm &nd ot &ll7 policy ot rapprocbnent with the U.S.S.R. On the other bend, 
he baa -n:r cloee tl'ienda and. aaaociationa 1n Britain, and. has been -s. Kn1ght Grand Croas ot the British l'lllpire. 

• 
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Hello. 

Yr. 8tettin1ua. 

31 
Maroh 12, 1~. 
5:2~ P·• · 

H.V,Jr: Hello . 
~dval'ft R. 
Stettin1uR:Hello Mr. Seoretary. 

H.u . Jr: 

S: 

H."': . Jr: 

s: 
H.'' .Jr: 

s: 

S: 

H.".Jr: 

S: 

H.H. J r: 

S: 

!L" . Jr: 

S: 

H." .Jr: 

S: 

H.H.Jrl 

S: 

H. v.Jr: 

8: 

How are you' 

Oood, how are you airt 

I'm ~ine. I was at t he White House ~rom one to ~our. 

Ruh. 

I was ovPr at the White House ~ro~ one to ~our o•olook • . on yes. That we.e good. 

That's Why I didn't get to calling • . 

I understood. 

How do things look? 

\'lell , incoming orders this week are a little bit better. 

SWell. 

Optrat1ons are down a bit. 

Yes . 

But that shouldn' t be particularly discouraging bPoauee 
it 1 s a technical matter in connection with inventory 
manu~acture of in~ts . 

I see. 

The general sentiment yesterday in Pittsburgh, I was 
there all day yesterday. 

Yea. 

Yae that things veren • t going to elide of~ 1n the 
ateel industry from where they were now. 

ftliJ' were aot. 
I tb1Dk the opinion vaa d1rtcle4 betvaen an upturn 1n 
the Dext three or tour veeJte and atab111ut1on at 
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H.".Jr: 

S: 

H.'' .Jr: 

S: 

H ... , . Jr: 

S: 

E.''.Jr: 

S: 

H. l! .Jr: 

S: 

S: 

H.''. Jr: 

S: 

H.H.Jr: 

S: 

S: 
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the present levels t or the next elxty days. 

I see. 
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Generally speaking , ~h1nk 1t1 e sate to assume that 
t he outlook at the moment would be that we would 
certainly stabilize and perhaps - nnd I thlnk p~reonally 
that the induRtry will piok up in its operating rate 
probably in another three or tour weeks and will have 
a better- we'll enter the second quart er better than 
the last tew weeks or the last quarter. 

Good. 

The tlrst quarter. 

I see. 

So it coulabe a lot worse. 

Well - it could be a lot worse, 

Yes. 

Any foreign orders materializin~? 

Yes . Last week, we booked a hundred and twelve 
thousand tons of stutt last week tor abroad. 

What klnd ot stuff' 

Well, it wae a very very 1nt~resting item ot some 
ship plates for Italy. 

Yes. 

And the ScandinaVian countries, and some tin plate 
orders. 

Yea. 

And aleo some sem1-fin1shed stuff for France and 
England, 

Ie that rlght' 

That they will re-roll themselvee for Yarloue 
oowmero1al and .unlt1on purposes. Wow without 
otf1o1al torecaet our export fellows reel .uch 

an)' 
MOre 
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fro~ abroad durin~ the 
a week. a!fO . 

H.li. Jr: Yes. 

S: 

H. '' .Jr: 

B: 

H.,. .Jr: 

S: 

H.·· .Jr: 

S: 

S: 

H." .Jr: 

S: 

H. M. Jr: 

S: 

H.V.Jr: 

8: 

H. l!. Jr: 

81 

And ot it all denende unon the peace 
effort. If vere ~ence why ot course it would 
stop, but i t hings - if th1nge gPt worse OY~r 
there, I 1 n oontident that thPre •e «oing to be much 
more buy1n~ t han anyone renl1r.ee. 

I see . 

And domest1oally, _thPre •s about- th~re • e twenty tankers 
to be let the next few weeks. 

Really. 

The auto~obile industry and the container 
industries are going greet ~ns. 

Yes . 

And I think, all 1n all , that the situation is not 
anywhere near as bad as it mi~ht be. 

\·Tell t hat aounds nretty good , doe&n ' t 1t'l 

Yee . 

tlel~ I think I • d like to talk to you again a week troo 
now. 

Yell now I'n going to sl1p ott and spend Easter 
'111 th my fnolly. 

Good. 

In the Sou~ • 

Good. 

So 1f we oan eldp one Tuesday. 

'!'bat' e all r1gbt. 

An4 then 1f we oan tan:, !aeter, the day after Eaeter, 
or that 'l'ue•da7· 
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H,Y,Jr: 

S: 

R.".Jr: 

8: 

H. !' . Jr: 

5: 

S: 

H. l! , Jr : 

S: 

I -7 not be baok 1111en •78eit, 

I •••. Well I von 1 t be here next 'fuee4&7 bat I 111 be 
bt-re ti'OII tho toUOVlftlf week rlpt on tbroush. 

O.Jt, When I get baolt, lt Ilm ava7, I'll J"ive you a 
r1rur, 

And I, think the ne~ time 1t m1~ht be a good plan tor 
me to drop down and spend a halt an hour th~re with 
you with some real facta and atmosphere . 

That would be fine, Come down and have lunoh w1th me. 

Yea, beoauae I want to be helpful and I think that I 
oan give you some hot aturt ott the griddle that'll 
Mean aometh~. 

I 1 d like to have you oo~e down and have lunch With me. 

J'1ne . 

Thank you so much. 

Goodbye, ' 
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TREASURY DEPARTMENT 321 
INT.It-OI'l'IC. COMMUNICATION 

DATa March 12, 19110 

STRICTLY CONFIDENTIAL 
Ae ot ~ebr11ar7 2S, J'1Jmie!l bel•ncee aa4 Mrara4 col4 1D Iew York .. re ae touo ... , -
:llaAk ot J'hlend col4 hel4 1m4er Mrarlt 

with •· T. Kea«rYe ~ • ••••• ••••• • •• ••••• ••••• $11,800,000 

:Sanlt ot J'1Dlaa4 d.ollar bal•ncee with 
I, Y, ReaerTe leak • • • ··· · · · ··········· · ·· · ·• • •• $13,200,000 

!aalt ot J'1Dlaa4 d.oUar belencu wUh 
ot~ ~ •••• •••• • ••••••..••. •• •••••• •.••.• •• $J,JOO,OOO 

........... 
Total 

The abo ... total ot $)5, l!oo,ooo e!lo .. 4 a pill o ... r the total ot $)), 6oo,ooo 
tor the preced1Jlc ..,.alt, 4'1111 to iller-• 1D the d.ollar hol41..p at the ~ederal 
Reaern llul< ot J:ew York b7 the :llaAk ot ~4. r .. lllU.JIC tro• traaetere to tbat 
accout '117 the Sftripe llibbaalt, 

Ill'. IaoD baa tol4 • b7 hlepholle \bat Oil March U · tbe ~ ll.eaene llaalt 
rece1.,..4 a oable to trauter troa tbl !aalt ot F'll' end $1, 66o,OOO to tbl JaGca 
CG~Hrciale U•H• u, at the iutl'UCUcm ot the J'iJmie!l Lep.Ucm. A eiailar order 
in tile - ot $a>o,ooo • • recein4 toda7. n 1a pre-4 tbat tbeee traaeten 

tbl parohaee '117 ~1nlall4 ot ItaHu air cratt or other .UUou ot ar. 
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A. hea'17 prepo.Ul'UOe ~ otteriJica of •terliDc in \be open -.rat rewl\e4 in a eb&z7 ... line in \U ~\&Uoa tor \1111>\ oarz-7 to4q. U\er opeaiJac at ).S5, the ate tell repiaJ¥ to ).«>-l/2. \Ma re'-41. to ),S) ~ DOOaU.•. U 
rece484 ~ dllriac \lie aft-, r.,ohtac a low ~ ), 77 Jut Wore &a.. 
olo... • ts..al. ~\&Uoa -• ). 77-1/2. 

U will 'be o'b..,....e4., froa \be \vUYer t~ee chen 'below, ~ reporh4 aale• ezcee4e4 parohaeee ~ eterliJlc ~ _. \baa lo&lo,ooo. Ia all pro'be'billt7, 
\hie ezceu -• a'beor'be4. .aiD~ 'b7 \M .._ York 'bealte tbee .. lne, 1lll \be OCIYeJ'iac of abort poeiUoae, !lie l&rce 11hrllac ll&lee 'b7 oo roi&l OOilOerae pro'be'bl7 repre-\ U.-UaUoa ~ 'bel-ell pnriO'IllllT aoqaire4 1a &Uo.ipaUon ~ \M 
purch&ee of oer\&U ~U••• wbioh 'blllalloee - llO loJlCIIr 'be uUlille4 for tu parpo ... in\~ Aao\Ur reaeOil ~UJIC -row ouoene to U.-tc1ate 
eterllJIC 'bele"•• wov.l4 'be \be tear *' .u .. .pnrt BriUeh foreip UDIIMp re&lll&Uou ~han \lie effect ~ 'blook1nc \be 'beluoee ~ foreipere. !be latter r•eoa ooul4 &leo e:zplalll \U l&rp ll&lee tor acoou\ ~ foreip 'b&alial. 

Sal•• of 1pot •Urlinc 'b7 the au reporuac 'baaQ to\&114 lol,a>6,ooo, fr08 
the tolloeiJlC eource" 

., oo rci&l oODCeraa •••••••••••••••••••••••••••••••••• • 
117 toretca 'bulta (loUh A.Mrioa, Jlarope &a4 JV Jlaet) ... 

!o\al ••••••••• 

17 o 1olal ooaoeraa •••••••••••••••••••••••••••••••••• ~ 
117 toretca 'bulta ( ... ope, JV lae\ &a4 Iouth A.Mrlca) ... 

!o-.1. ••••••••• 

!he tollowlac reporUac "beaQ eol4 ooUoa 'billll to\&liac lol7,000 to \be 
llrUillh O.trol e \be lad• of \U ~floW rate ~ ll,.o~l/2s 

1. s,ooo 'b7 the Irrtssc !ft•' ~ ,.,000 'b7 \U Oa&na\7 !i'Ul 0 I P7 
J,OOO ~\be ••• auua1 -..~t 

--...,f'i.li= 'b7 the -..It et Mt.aba\\U ,. te\&1 
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!be ra\o ~or \be O..·ftn 4ollar ooa\1-.4 h 111ow a ..u: \ou at at ou 
u .. cblrbc \be ·~· 'llulM .. la \hat waaaq ..,.. tlll'a eta a\ a 41eooaat 
of ~. file olollac qv.o\aUoa ... u.-1/)f(; 41-at, 

!llo othn iaponaat GUI'l'-l•• oloeo4 ae ~ollowl 

h-.lltraue 
hllbn 
M .. ~raaoe 

·~ 
file 7o4oral lleaane Jak til Jrw York pvobaoo4 6o 000 'bol.p.a f or aooo'GIIt 

of tho BaU ot Iahla. ' 

We :puroba .... tlo,ooo,ooo 111 sold troa tho aaraorD4 aocO'GIIt of tho Jak 
of h&DOO, 

!llo 7ederal lleaane BaU o~ Jrw Torll:: r eponed thd tho t ollowillc lbl~h 
o~ col4 were beiJIC ..... t o U lv' the bull::a 1Ddloated bolcnn 

$ 5, 641, 000 ~roa Iouth .&trlca, r~oaenUnc two lhlpaeah lv' the lou\h .&frlcaa 
lleaerft BaJik, \o 'bo ee.r.&rad tor aooOQDt of the Bulr: of JaY&, 

4, 206, 000 troa Conede, lblpped lv' the Jak of Conef!e, Ott..,., for eala to tho u. s . .beq otfloo, 
2, 81!0 , 000 ~roa Iouth .&frloa, lhlppe4 lv' tho Iouth African lleaarn llallll::, to 'bo 

I8.NaZ'b4 for aooaw1t of tho J:otherlaata Jak, 
2, 074,000 froa :IDglaat, lblppe4 'b7 tho llalllt of Jncle"", to be laZ'IIIaJ'Ii::o4 t or ih 

.,....,---- .- accou\. 
tJ-4,801,000 !'otal 

lD lloa'bq, the char quoiaU OJI 4ocl1JIIo4 the oquiftl.a\ of 13/16; t o llo.5(;~. 

!llo prlooa fizo4 111 Loll4oa tor ~ &D4 forward 111ft!' nro both.20-1J/164, 
ott 1/44 aD4 3/164 ro-:peoUftl,. !llo u. s . oquiftloah wa:ro 36.071 eD4 35. 1111. 
Tho 4ocl1De ill the Lo1114oa prlooa wae ap1JI attr1wto4 to ao11111C of DW pro4uot1oa 
aU Tor. 

BaD4T aD4 Jraraa'• prlol tor forotca a11Ter waa uobenpd. a\ 3'4-3/41. !llo 
1'realllll'7'• prloe •• abo VMl!ellC'I4 at 351· 

'Ire ..to lis parobaMI of aUnr t o\altac 700,000 _., 11J1d.er the 111ft!' 
Purobuo .&.n. ot th11 -'• 1!50,000 01IJICII r -:preaoate4 ealoa troa bftat017 _. 
two retlll1IIC DMifMha 8114 \he r-h'DC 250,000 _ .. ooaahto4 ot- pro4uot1oa 
froa torotca o-'r1 .. , for ~orward cloUTU"T• 
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NAVY DBPAIITIIBNT 

OP SUPPLI ES AND A CCOUNTS 

WABBINOTON, D. c. 
12 Jlaroh 1940 

'l'he priori~ ot nl!Pl7 ot 8110keleaa powder 
tor B:r1 Uah OoYermi8Dt. 

bte:renoa: r011r -ftlldaa ot J'ebrulllT 29, 1940, to 
CbaiD~AD, P:reaidem' a Liaiaon ec-.ittee. 

-...... 
(00) 

1 . n wu tbe 11D4erstend1JI8 ot tb.ia ec-.iUee thin tbe 
War ~lilt ha4 qreed to :rel.eue to 'he Allslo-J':rench PllrebuiJIC 
Board -' JIO:re than 1,200,000 ponnd• ot powder, :represenU118 a 
qUIUIU~ 110t l'eq!lized 1=·11•'-J;r tor t be War De];IVQem' a loeA"'C 
procraa. In ~her worda, *be releue ot a creawr quantit;T would 
resuU ill MriOWI 11111erte:rence wUh the labor situation. 

2. 'l'he abaft .aunt, togenar with a tour month&' pr04un1n 
oapac1~ at the DUPont plant usigll8d to the .. 1'Y. would ll8b 
available a total ot ac.e 1,800,000 powlda ot powder which the ~ 
Powder eo.pen1ea 1DTD1Ted ~ utilize tor ot her ordera. 

3· resteNq, Xolld.e!T, tbe Jla1'Y Deparblant receind 1I0M 
trallaitted throQch tbe 'lfar De)lll%'1;Mm that n wu deSired tbd tbe •&17 not rela ... tta 600,000 pollii4AI ot nai.lable capac1~, the 
-raDdua 1.1141oat1.Dc that the aboTe -.t, i . e., 600,000 pounde, 
aight be required '117 the War Departaent. 

4• 'fila c-ittae will tbereto:re a~o1ate iJXto~Uon ae 
to whether the War Departllam will a~ require the 600,000 
poullda ot powder wb.1ch the Jla17 prert0W117 bad OCII88nted to releue 
tor tbe puopo .. ot t1ll1118 to:re18D orda 

324 
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QHW& 0/P .... , ..... "'" -.rrMY 
wn••w:aow.a..o. 

llaroh 12' 1940. 

IIDiliWIDIII I'OR THI PJ.DWftER Ol'JIIIW. or THE ll.lVYa 

1. With r eter.oce to M80ruulua ot ll&rch 12, 1940, 

wbJeota Prioriv ot auppq ot 8alke1e .. powder for the 

Brit.iah Qo.,..~t, the War DepartMDt will DOt require 

tor ita loadi.Da proaraa in the nut tour -th8 the 

600, 000 pounds of 8alkelua powder prniou~ releaaed 

P-~ 
Lollis John-, 

The Alliatu>t Secreiar7 ot war. 

• 
""' 325 
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N.uy Da•.aaTMaNT 

Boaa.ao OP 8UPPLIU AND .lCCOONTe 

Y .ue1ee1'0•, D. C. 

DE • .._,_._ pe &•. 
"-~flltlle~. 

1. ...... --.. ., ... ~ ~ 
...,_. JlaoU 12. 1,..,. ,_ 't ~ auzu..., o1 ._, 
I J8 I tile._ JIQul .. . aa ,.,_., '• .t tM 
_... -.u1 IIDt -.un tw lte 1 d'• PI ,_ Sa tile 
.a ,._ •u,• a4- 1ah I tan » 1 3 It I 
• ,.. ...... Ill' to .......... - t.U ... 
- Sat , , to .. tan tile .. lla»= .... - Sa-., 
•••:una& Sa tM Jln)-' e 60o,ooo ....,.., ., ' h• ;a hr JII'M'l..._ nJeenl, .su.r tuta& be._. t..:r wrtW ....... 

I 
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NAVY D£PARTMEHT ... .U .. EAU OF ORDNANCE 

~.D.~ 

n=ewr 'P •'P'P!· •· 

,..,.. .. -- a.. ~ ......... -. ................... 10,000 lite. ,.. • .,. k~ ....... ........................................ 11,000 • • • 

,._. r lssl .-., &a ~010 .... te •••••••••••••••••• ~.ooo • 
'1l1e au ..- at1 ... - - - ... a Ulfte, .-. .. 

•..an.. ----.... , .... 
l ila tiiU M,• a., -- .... •• wa. .._. u will -. asnu...,. 
lA .... ,.. •• ·-~-.... 1 .... ...,_ ..... 
, ..... - ····- -'•"- ... ... • ...... - hjU? ' ... Doll'a .. 

• • 

-.r•a.u.MM ..... ., .. ...... ...,. .,.,., .., ...... ...... _, .......... 
~ ""' u. ....... ....ooo 

- ··-·- .... ooo 
u. ··-·- lft,OCIO 

~-..__a.. I , a.._, .... -....,. _, 
It~ b • c-::; :• rial ,..._fill DoiPa••• r 
·-· 1 .... -a& It ....... 
1 ............ -.r .... eell~ ..... . 

sot_...,. .. ... 
M lnflr 'r1 p 'f?• 

..... ,. 1...-ltr ... ,... ........ 
tor loa 1MO), 

1,111,110 

1,110,400 

·····- ..... ,... 1 e twlU ... .. 

....... _ ........................ _ .. ...,,..._ ...... -u _. .. a... .......... ,., ..... 
Wla ...................... _,.., --~ ..,..u.t , .. -u. 
•• ~ " ......... --.,.., -· ~ •• -- .. ,..., alle 1'-
ftll cr• ··- - ICe • 1alel • 
... ..... .. ... .ul ...... llu.., ............ ,_ .. ...,., 
1\Wel' .. _ ... .... 
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NAVY OEPARlllf.HT 

BUREAU OF ORDNANCE 

WASHINGTQII, 0. C. 

0 • 
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Attat -. r. •· =~~,! 
Is ,........ • .. ~=---· 
wu 

2 
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(con) CONFIDENJIAL 

llarela t, 1140. 

Colonel luraa ealle4 at ~e ott1ee to • ., that Gen8ral 
Wataon 1ntorae4 the Aaa1atant a .. retarr ot War oYer tbe telepboae 
that the ~er to be releaaet b7 the War Departaent to the 

. lrU1ah 1a 1,100,000 pounta . 

He atate4 that the War Departaent ahoul4 ret 1n toueh With 
ths JaY7 Departaent an4 1ntora tbea that 1t the loa41ng progru 
or ths War Departaent requlrea 1t, the 800,000 poun4a Whieh the 
"aY7 otter.! tor releaae to tbe lr1t1ah Will be oone14ere4 a• 
aYallable t or thll War Departaent nee4e. 

Thla n14entlr aeane that onl r the War Departa..,at eoMeuien 
1a belnr uee4 to help the lr1t1ah in thla preaent eaergener, but 
that it tbe War Departaent nee4e aee1etanee later tro• the WaY7 
oontraete, it will be up to the WaYJ Departaent to aealat to ths 
extent, at leaat, ot 1100,000 poun4.a. 

Por the Clearanoe 0o .. 1tt ee, Ara7 ~ JaY7 Mun1t1ona loar4 . 

oRAl . nn:a, 
Ooloael, u. a. Arar, 

Ohalr.an, Olearanoe Coaaitt .. , 
Ara7 an4 JaY7 Munition• loart. 

Oopiea to: 
'fbe aeeretarr ot War - in oonneotion W1 th poner atu47. 
'ftae WaYJ Departaeat . 

Coneurret in b7 W&Y7 Dept., Bureau or Or4nanee W .ll. PUJILOJCJ 
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GROUP IIBBTIIG ... rob 12, leto. 
eaao a ••• 

Preeent1 

B. M.Jra 

Gaeton1 

H.J.!.Jra 

Gaaton1 

H.M.Jrl 

Gutona 

B.M.Jrl 

Gaet0111 

H.M.Jra 

Pol~ I 

llroBell 
lib'. Cochran 
Ill'. Gra••• 
llr. Cot ton 

· Ill'. Charlle 
Ill'. Gaeton 
Ill'. Pol~ 
Ill'. Ba&a 
Ill'. Wb1te 
lire ltlota 

Bell 

Good morni~~g. Chick, phone eomebody to get tor 
JOU Clarence Linz'• ator,. yeeterday on the a1r­
planea. 

I ' ve got today•a. 

Jo, yeeterday'•• 

Herbert, What 1e neW1 

Sorr,., I thought ;you were looking the other way. 

No. 
'l'h1e 1e a aemorandUIII on d1aJDonda. Just the t1ret 
two paragraph• 1a the only thing new. ( rarch 11) 

Tbeae •-riee ot ~reate on the .uatorg oargoea, 
do you like to get th-! 

I like to look at thea, yea. 

Here 1e one I got yeeterday tbat 1e about a week 
old, bllt 1t 1e the lateet one. 

atpt. Aa7th1.Dg alae! 

I doD't k-~. I- going to hold a 
... tiDe to-orrow arterDOon on the qgeet1on ot 
thl watber ehipe With JlayY and Mar1tt.. eo.­
aiee1on aDd weather Bureau and C1Y~ Aeromaut1ca. 

Oo Ito 

• 

-
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B.M.Jrt 

H,M,Jra 

PoliiJI 

Bella 

Fole71 

B.H.Jra 

Pole71 

Belli 

Pole71 

Belli 

• 

- 2 -

CUllen· and Dln&ell and Roberteon and ltnuteon 
tal.b4 about the abolleb'lnnt of the Su.rY8}'ol' 
of CU.tou and the eo.pti'Ollere of Cutou 
and the7 are prett,. 1'84-e:J~ about it and 
talked about tbl deep Naent.et of the -..,.. 
and Ileana Oo-' ttee tor 'l'reaaui'J', laet J'e&r, 
in going to the Appi'Opr1at1ona OD--1 ttee and 
t1'71D& to get the Job' abolbhed. Bow, Stne 
8p1DgarD wae there and 8te•e eugseete before 
the reorganisation plan 1a eulaitted, if J'OU 
intend to f!P through with it, to abollah thoee 
Jobe, that J'OU ought to talk to thoae tellowe, 
CUllen and McOol'lllick, and eo .forth, and explain 
the e1tuat1on to thea or withhold •ending the 
Executi•e Order down there at thie tiM. 

Talk it o.er with Basil Barr1e. 

I have and he asked me to bring it up thie 
.,ming. 

Well, he ought to be here hiluolt. I would 
postpone it until tcaori'Ow at 9t30, 

Yea, 

I tb1Dil tho order ought to be withdl'awn, Mr. 
Socretar}'. I think J'OU can got into a lot o.r 
di.ttiClUltioe with that th1Dg. 

33S 

1 do, too. 'l'h1• ia no t1me to do awa7 with thoee 
joba. It ie onlJ going to eave J'OU $60,000 and 
it 1e .,s.ng to cauao a lot or ti'Ouble with the 
W&71 an4 Ileana Collln1 ttee, 

I - not &Jibiticue. I would like an &DAJ.7e1a 
on that (h•n41ng cUpping to Mr. Pole}'), 

'lhU 1a an SBC bill. 

Ia that that th1Dg tbat W~er talked about! 

Inv .. ted 'l'rlllt bill. 

'l'arleau baa been handling that. Be caM 1D to 
• laat ni#lt and aaid Sobenker had called hla 
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H,II • .Trt 

GaatOIU 

Bella 

Gaa tona 

H.M.Jrz 

Foley a 

H.M.Jrz 

Bole,-z 

H.II • .Trt 

Poley a 

' 

• 

' - a -

'liP and bad a little paragra~ wanted to put 
111 w..-r•a atat-nt rep 6be tax part or 
the bill and I told b1a to te~ Sohenker that 
tbat thing ought to be lwl4 oftr until 1fedn81day 
Apparently tbey didn't bold it over. Wagner • 
...S. thU etat nt. 

I t•nl Would like an ana.lyata. 

~ the way, did ,-ou aee the Farm Credit Aot ot 
1939 111troduoed by llal'Vln Joneat 

No. 

We are llaklng an ana.lyala ot that. 

It ia a p .. ch. Three percent tor .the yeara on 
all the 1110rtpge loane and el1Jidnat1ng the atock 
ownerahlp 111 the l!lat1onal Fana ~ Aaaooiationa 
and 1ii the Land Banke. 

I atill haven't heard anything on Sullivan. 

Neither have I. 

I was jua t checking and double checking. 
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Sam Clark called and aald be would llke to go 
over w1 tb - tbe additional 1nveat1pt1ona on the 
Boaton aeriea. They granted - the u. s. Attorney 

.. down there 1n Boaton retuaed to go ahead and he 
aent the oaae back aoveral montha ago and Saa 
Clark bl'Oilght it over here and aald he would llke 
to have it 1nveat1gated and then go over with • 
tbe taota that were brought out and the re1nveat1-
gat1on. Be oalled up yesterday and aald the oaae 
bad been relnveatigated and reau~tted to h1a 
and be wov.l4 like to talk to M about it be.t'ore 
be deolded whether or DOt he would go ahead. He 
111d1eated tbat he Jd.#lt be willing to go alwad 
DOW• but I - going to aee h1a to.lrrow at 3t00. 

I - DOt .tud.llar with it. 

'l't:la t ia the one where the oontraotora ll&de oon­
tr1but10IUI to the l'lat1cmal 0 1 ttee. 
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B.M.Jrr 

Poley r 

H. M. Jrr 

Cochranr 

B.M. Jr: 

Cochran: 

H.M.Jrr 

Cochranr 

White a 

- 4 -

I aee. 

Then 1t arose out or tbe CUrley bua1ness. 

Well, all these poli t i cal contribution matters, 
I mean, I - not familiar with, Inci dentall y, 
I am very proud of the fact - this 1an't tor the 
record, 

(Discussion ott the record) 

You spoke yes terday of the appointment for 
Mr. Buck. He went to New York on Friday night 
and ham 1 t come back yet, but he will be here 
sometime this week. 

Send word to h1lll that I would like to see hilll. 
I got kind or a ehock seeing him lilt there . 
After all, he doesn't work for us anr more . 
Seeing him 1n the room poring over a -P waa 
kind of a shock to me. 

I will send word to New York. We received some 
more Swedish foreign ex~e regulations yes­
terday, I will g i ve you a cop)' . I was talking 
with Er1kaeon of the Swedish Legation yesterday 
afternoon about it, Hs got on this matter of 
peace and sa.id they had had nothing with regard 
to these conversati ons with Moscow, and so on. 
He d1dn1 t think much of the idea of the lll1ea 
s ending a landing force into Finland. 

The press this moming streaaea that if they 
did go up it would be juat at. the point wh ere 
they would be cutting off the iron ore and 
nickel o re 1n Ge~y. 

Did you want me to give an hour and try to get 
a det1n1ta appointment w1 tb ll:r. Euck! 

Oh, let me know. You don 1 t know 'llhen he 1a 
ooming down! 

He said he would be down th1e week. 

I bad a luncheon engagement with h1m today and 
be sent a meuage that he couldn't COllie today 
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H. M.Jrr 

Cochrant 

R. li. Jrr 

Schwarzr 

H.II!.Jr r 

Schwarz: 

R.M.Jrr 

Haaa; 

H.M.Jrr 

- 5 -

but he would be in Waahinaton during the week. 

Well, I am doing a boy aoout deed on 'l'hurec1ay 
and having luncheon with Edlaon and Woodring 
Ir he wae golns to be 1n town on Wedn11day • 
I woul4 11ke to have lunch with hia. ' 

.Ul rlsbt. 

I would like to have him up at the house, see. 

Joef 

It you (Mr. Schwarz) etay behind, I want to go 
over these articles with you~ 

'l'bere 1a another one this 1110rnlng you ougtlt to 
aee. 

I got that one. !lot so good. 

I think --

You atay behind. 

George? When I ge t through with Olick I will eee 
you . 

I juat have tbeae figuree (hanc11ng report to 
Secretary). 

'l'hle 1a intereatlns. I have juat been curioua. 
'l'bere hae been a little diecuallon as to our 
est1mates. In December, •sa, we estilllated and 
it was released 1n the 19.0 budget that the 
total revenue would be tive billion 669 million. 
In Dec•ber, '39, Haas got out another estt..te, 
rive billion 703, wbich 1a up :u million, which 
waa releaaed 1n the 'U budget. In July, 139, 
DOt publlahed but aent to the Director of the 
:t!lldaet, five billion 406 llilllon, down 262, and 
then in October, '39, DOt publlabed and aent to 
the Director, tive billion 529, down l~. •ow, 
on the reoord, De~ber '39, ia five billion 
703, wbiah 1a up M lllillion 1'l'oal the 7ear pre­
vioua. Ia tba t rlsbtt 
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Baa II 

B.II • .Trl 

B.II • .Trl 

Haas I 

B.M.Jrl 

Belli 

Haasr 

H.Jo!.Jrl 

Haau 

H.K.Jrl 

Haau 

Belli 

B.JI.Jrl 

Haau 

H.II • .Jrl 

Belli 

B.JI • .Jra 

• 
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-e-

Yea. eS.J.O. 

· AD4 t!lat ts.ft blllloD 703 S.. t:a. 01117 publlo 
tJ~sn1 , l'~tt 

!boee two top oa.es were publlo, ~e public. 

'Zb1e 1e for the f11oal J•r. Bow does it look 
to JOU 11011• Geol"get 

I haven't looked it o,..r recentl7. Oh, pro.,.blJ 
100 111ll1on, one _,. or the otber. 

8uppoe1n& JOU do &IIOtber one. 

It ie liable to be up, isn•t it, George! 

·Yea, I •an the receipts probabl7 _,. be 100 
111llion. 

Bow loq will it take 1011 to do another oneT 

Well, after we get the retu.ma in, then we have 
a baae, Kr. secretarJ, and I can give 70u then -
atter tbe cloee o'f this .,nth. 

Supposla8 ,.ou keep th1s, see, 
cme sinoe October, 1 :59 •. 

You haven't 4cme 

!bat is right. It is a big Job. It takea two 
or three weeks. 

DecWbel', 1a9. 

Well, me ,.ou give • tba next one, include 
thia• do JOU aeet 

All ript. 

Beoa•e tbare 1e _.14eNbla OCIDt'dS.On 1n tbl 
l'reeS4•t I 8 a1D4o 

1 doll't f;bSnk lt will be tar ott trc. tbat. 

.. baa pt 1t w1zec\ 'liP wlt!l tM nut ,..r, baan't 
ut 

.. 
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Haaa: 

Bell: 

H. !t. Jr : 

Haas: 

H.Jt: .Jra 
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Bell: 

H. l! . Jra 

Bell : 

H. l4.Jrs 

Vtbites 

H.M.Jra 
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That 1a right. 

Their percentage error ie going to be very 
small. 

Two percent. 

0 . K. 

I have these other materials here . 

Well, you stay behind. 
' 

Bar17T 

That item, tantalum, -• raieed, you remember, 
by Jir. Purvie eometime 1n the paet. Some of it 
ie being reexported. It ie chiefly a Britieb 
product. Do you want to gp into that at any 
time. 

The next time Mr. Purvis ie down, make a note 
about tantalum. Hold on to it. 

Harold! 

Do you want to dieouee Savings bonds today! 

Well , yes. 3 : 30! 

uay I have about ten minute• before or after 
on some other matters! 

Yea. I &1!1 supposed to be going to the 'fibite 
House at 11100 and if I don ' t, I will have 
plenv of time. 

Have you wanted to go over that material you 
asked George and ~self to preparet 

llbat materiaU 

With reference to the bueineee picture, foreign 
and dauetie. 
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B.II.J'l'a 

'mlitea 

B.M.Jra 

Whit e a 

Haaea 

B.K.Jra 

Ba&ll 

B.II.Sra 

Bella 

( Qlar l.ie) 
Bel la 

B.ll.Jra 

Bella 

B.K.Jra 

Bella 

-a- • 

Do I 'ftllt wbatt 

Jla4 JOil wmted to so onr that betore )'OU ... 
the Pree14entt You •usge.te4 tbat la1t we.-:. 
that )'OU ha4. 

I have been waitiJl& on Jftlfllll'lt 
rea4)'t 

I thizlk we were rea4)' Satul'4a'fo 

'tlheo are )'OU 

Y .. , I 1ent ill a oop)' ~t the domeat1o 11de ot 
the tb1na. Harl"J baa sot tne t ore1p aide 
worked 1:1,11. 

!Oiliatlt. 

11h7 not ~ 2aW tor the two ot )'Out Want to a1t 
ill, BelU 

I b&•e DOthing to report, Mr. Secreta~')'. Ill'. ~ 
1011 will report toaorrow. 

Ia be gettilla alcmg all r1~tt 

Yea. 

Bvel"fthillg elae all right! 

o. Jt. 
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C: 
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C: 
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C: 
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C: 
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C: 

H.l'.Jr: 

C: 
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C: 

C: 

343 
V.aroh 12, 194o. 
12:55 p . o. 

Somet1~:~e , not later th&n three-thirty I ~ay want to 
see you on the follow1n~ thing. Rave you ?ot a 
pencil? 

Yes otr. 

This RAAeen Beldlfin of the Ntm York Times nronot~ee to 
wr1 te a story t ol'l\orroll alonrr the t ollol·T1ng HiulB rmd 
I may see him, I don ' t know. Numb~r one , Lochheed, 
Bell , and Boeing have raised their price . to the Air 
Coree because of tollowin? orders . That's number one . 
Hello' 

Yeo sir, I'm getting it. 

NUJ:~ber two . That Lochheed and Bell are behind 1n 
deliveries to the Air Ooros Which i s attributed in 
part by t he Army to the foreign orders . 

Loohheed and Bell . 

Arc behind in t heir del iveries to t he A1r Corps wh1oh 
is attributed by the Army t o tho tore1~ orders. 

Yeo s1r. 

See? 

Yes sir. 

That I'm r esnonsible tor the transfer of the Brewster 
fi ghters to· Finland. I hPd nothin~ to do with it. 
That I had noth1n~ t o do with. 

Yes s1r . 

The BrelTster thing . 

Yes s1r. 

Were you in on that? I lfaen 1 t . 

No sir, I was not. 

All right. Now Just let me see what else they eay. 
Well the main thing that ouestion one and two - hello' 

Yee sir. 
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H.H. Jr: 
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0 1 
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. 
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- 2 -

I want you to call un Lochheed , Bell and Boeing and 
aek them that uo1nt blank. Those tvo · questiona. 

Yea s1r, I' ll get on top of that right away. 

And I ' ll meet likely aee thia man Hanserr by three-thirty 
and you' ll be here at that time and I want the answ*ra . 

All right sir, Wall, I talked With Baldwin -this morning. 

H11naen? 

No , Baldw1n of the Nell York Times. He was in here and 
he was fishing around, I didn't get an opportunity 
to mention that th1* ~orninv, 

Well he ' s the - on you saw Hansen-Baldwin. 

No I saw, yes Baldwin. He oame in here and asked a lot 
ot queationa to vh1ch I did not know the answers and I 
properly r ef erred h1m to t he Hission. 

That ' s the man that wants to see me . 

Yes air, Well he's looking tor a lot or things and I 
think he's got a lot ot done . I told him I couldn ' t 
talk with him at all , He said1~fell of course, I know 
oui te a lot of this whole deal" and said the Army has 
claimed by virtue or these foreign orders why th~re 
have been delays in their deliveriea and I said, 1 Well 
ot course , that•a a matter tor the Army to determine•. 
I don ' t knotT ot any. 

Get down these two narticular ouestiona that I'm 
asking. 

• Yea sir. 

And I Wish you'd call up these various companies and 
ask them . 

Yes air I' ll do that right away. 

Now the other thing, these f i gures that you got me 
from Pratt and Whitney and 11right. 

'1'hll t • e right . 

And All i son, their product ion. 

Regraded Uclassified



C: 

H. 'f.Jr: 
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Yes u r. 

Yould th~re be any objection it I l~ed them all into 
one figure not eaytn~ Which one -

No, not a bit in the world. 

I ' ll' lump them all. 

No that would be perfectly all right, because that 
would be a perfectly fair statement and be perfectly 
all right and say t~e total number ot engines 
manufactured before and the total number after the 

J'rench order and the total number proposed. 

'l'hat 1 e right. 

No, that would be ~erfectly all right . 

'tlell get a!'ter these two things. tlow you 1 ve ROt them 
all right . 

Yes now. 'l'he way I have it stands now that 
Loohheed and Bell -

And Boeing. 

Are behind in del1vPr1es - and Bo~ing . 

Locbheed, Bell and Bo~1n~ have raised tht1r nr1ce 
~ tbe Air Corps because or tore1gn orders. 

~ then Lochhead and Bell are behind in deliveries 
due to tore1gn orders. 

Right. Nov I want the an ever and you 1 ve got to call 
up the West Coast or WhPrever you get that stuff and 
have it by three- thirty. 

r18ht sir. 

you :!)lease . 

All r 1gbt, I ' ll be right OD top ot this. 
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R.".Jr: 
Sene t or 
\Trurner: 

H. ••.Jr: 

H. H.Jr : 

~I : 

~ . ,, . Jr : 

\ ! . 
'' 

\'1 : 

:t . ' ' . . rr : 

IT: 

II: 

r: . ., . Jr : 

".'1 : 

H.,. . Jr: 

\'I : 

H. !·t. Jr : 

\1: 

H. ' ' . Jr: 

W: 

Hello . 

Hello Henry'~ 

~arch 12, 194o. 
~;5g )')o ".l o 

Bob, my apologi es , I trne a t the t!hite F.ouse from one 
to tour. 

flell , you cAn 1 t help t hat . I hope you had some luck. 

I did. 

Sny HenBy, we ' r e in trouble on t his silver t hins . 

Yes . You ' ve ~ot to tell us - you ' ve got to take eo~e 
et and on t hat tor ue . I ~ondered it ~ou could do th1e . 
Barkl ey and Pitt~an junt t alked t o ~e , !t i t wasn' t too 
i nconveni ent tor vou , it you coul d neet t he three 9t us 
i n Ber kley' s r oon toMorrotr about nine- t hi r t y. 

Love to. 

Uh? 

I ' ll be ther e . 

Nine-thirty i n Bar kley' s r oom. 

At nine-thir ty 

Yen . 

I n Barkley ' s roo, at t he Capit ol . 

In t he Senate Otfice Buil~ing . 

Senate Offi ce Bu1ldin~ 

Yeo . 

Nine-thirty. 

Yes . 

Tomorrow. 

Tomorrcv. 

Regraded Uclassified



W: 

H. ll . Jr : 

1'/ : 

:! . '' . Jr: 
.. , . ... 
H. !-'. J r: 
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I ' ll try t o t~~nk - shall I brin~ anybody w!th me or 
do it alone? 

347 

Uell , whe.tever you want t o do about that, we juet wanted 
t o discuss that one subject because the Administra tion 
has got to t~~e eo~e kind ot a stand on that or else 
we 1 re _go1ng - t he votea are ~oin~ to be a?ainst ua . 

ll'ell , I' ll br there at nine-thirty. 

Fine. 

And I ' m tor Dutoheaa County aoples . 

Yea. Well , ao •m I. (lau~h~ . ) All right Henry • 

Thank you. 
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• llr. Fol•7 carried tbe oripD&l. ot tbia 

For 70ur Worwation, tbe Secret.ey did DOt 

keep tbe oop7 ot tbe bearl~~&a referred to 1.n tbe 

laat par•araph o.t the lltlao. 

8 

• 
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TO 

TREASURY DEPARTMENT 

INTER OFI'ICI: COMMUNICATION 

DATK 

lleoreteq -..z..-~ -.reb 8, 1940 

I. B. rolq, lr, f7- , f' .. . d7:. ;:o_) 
a.c n.L: ;G:t n •n 

Ill rahllha to OODtar author! t.T ~apa tile 1&"7 to aard OODtftote 
without 0011pet.1Un 'biddb•, &lid 1Jl iuhU.. upoD tile retatic. ~ tile 
profit. 11aiteUoe pro?iaiou ill the P"""h• Jaftl. Bill ot 1940, the 
Boua c-ittee Oil Jaftl. Attain ••- to lan b-·~ 1Jitl•w o'ld b7 
what the c-tttee dae.ed ta'fOrit.ln allcMm b7 tile la"7 Departa.t to tile 
IJ.aotrio Boat Coape'Q'. 

!he Jaftl. BUl ~ 1940 u orlpne117 illtrod.-4 c. l&ala%7 ), 1940, 
b7 eoa.re•- fiuOil ot Georp.a, ChaiM&D ot the eo-1 ttee c. laftl. 
Attain, authorised the Seoreta%7 ot tile 1&"7 to uaoUate OODtftote 
w1 thollt 0011pet1 Uoe •prcm.ded tllet he alall detendat tile prioe to he 
tair &ad NUOMble.• (a.a. 7665, 7Mb eoq. 3d Sea•.) .&a reported 011 

Fa'bruar7 1.4, 1940 b7 the c-tttee Oil Jaftl. AttaiN to the Bouaa tile bill 
d14 aot contain tbh autborit.T. (B.R. 8026, 76th Coq. 3d Sen., Baport 
lo. 1593.) 

!he orlpnal 'bill aleo Ollitted the proriaioa tor 11ait1ng protite 
ooatehed ill the fiuoa-frs= sJ] .tot ot 1934 but u reported 1peoiticall7 
.U.a all OODtftcte a'Dbjaot to tile proriaioaa ot the iw--'frtmsll .let. 

You will raoall tbat at a OODterenoe held 1Jl 70V1' ottice c. De--r 
6, 1939 Secreteq ~ the la"7 141- &lid Ill'. Sot~ ~ the IJ.ectrio Boat 
ec.pev requaated ;roo. to awzo•• a c1o1a. ape t penitU.. the 
ntotrlo Boat Coapev to charp ott u oheolN- --lalt ~ the _, 
~a- ball4h• Ntoiated to-t about 1(.00,000. It aa etated tlat 
the ballA1a• woul4 be ued to cerrT out a OODtnot with tile la"7 Departswat 
tar hft11~ a -.u1 to n..t ot twat;T-three boot. at a cost to tile 
aon~t or awz-i-atelT ~.ooo,ooo. 

You azpl•hoec! to lleoreteq ld11on aa4 Ill'. Sutphen tlat &'Q' Wactioe 
tor olleol••-oe '111110114 tho -.-1 reu-hl• .u_oe wool4 DOt c.l7 
ro1ul.t 1Jl tho Oonrsssaat'a ~ tor tho buil~ but wool4 &leo ill­
the perMatap ot pzoot1 t lie) ODd tlat peni tted b7 tho fiu--'frt-11 ...let. 
You ropeatedl7 w;':u'sed thet ;roo. woul.4 DOt treat- tupqer ~!~~~ 
~ all otMr ~n aa4 therefore 4ool1 necf to UI?Goto -b a ,_.,..._ 

._ru '· 
fW ..u.ote bot • the la"7 DoparlMDt &lid the lloetrio Boat 

C z IQ' wro ~ •tero4 iato prbatel)' u4 wi~ &'Q' adnrtia 
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( "' for ~ ti" 'bict. OD .._ tMo17 tat tlla boate wre ·~tel • aot.­
witbetenM"I tbet ODe '-t (ht 110t the plau) bad all'Wd;J Ilea ~ at a 
coet of liON tbul t280.- _, bad beea teetecl 117 tile la'f7. 

It wu repreaented a\ * -rerence 1Jl 70111' oftioe tat a pl'i.M.r7 reu011 
for ereotitlc a uw pl.aDt !a Which to buil.d the bc&te rather tbe.D to ,.. uiat-
111& D&'f7 ;,arda or exi.U... prhate facill Uta -. the cleeire to keep the raot 
that the boate were beiJic lNUt &Dd tbeir deeip a eecret. Secretarr !ditOD 
teatitied, bowner, that t.J. British .t.dllirel.t7 bad lloeDaed t hh desip or beat 
tor export &Dd that the hwsoh &Dd tlla Dlltch u well u the British ware 
buildiD& the identical tJpe of boat. When queetiODed 117 CoDgreee.., YineOD ae 
to will" the II&TY would be 10 i ntenael.T interested in a deeign for which tbl 
British appa;rent17 bad fo...S a euperior t,ne, Becreta17 !di- repiied that 
thie count1'7 ns twwot;:r 7-..rll behind the Britiah in boata for a aoequito n .. t • 

.lt one point (p. 2098) 1n the heari~~&e, Cbainan YiJleOD Mid to Secratarr 
Edieon that •a• one .-bar of th11 ~ttea .I "l1lall han to iJleist u ll'QOh u 
I know how to inaiet OD 1barp cc.petitift b1'ltdt.lll,• &Dd at a110tber point (p. l9S8) 
1Jl tbe heariD&• 1n diecues!Dg the duira'biUt;:r ot upending the procru at tbl 
la..al. Urcraft Pactot7 at Phlladelphia (where a few Curtis ecout obaenatioa 
planes &Dd Breweter scout oo.bere heft been built 1Jl addition to na..al. tre1ntna 
planes) Cbai~ Yineon ruarbd tbet WWe cannot turn onr all of tbl Cion~ 
ment•e buineae and abeolutel7 be at the .. reT of induet:rJ. • 

Juet prior to t his raarlt, Cminan Yineon bad poiJlted out that becauee 
of the liaited nlaber of cOIIp&lliee in the &irplane ind1111tl'7, •ca.petition doe1 
not neceeearil7 .ake a T&rdltick" and that the record lhawed that s01111 of the 
airplane c01IJ)&Iliee "wre .aldng aw:h enomoWI protite t bat tbe7 practicall7 
gne plane• to the lfn7 117 cbargiJI( 0Dl7 tJ, apiece for some or them. • 'lhie 
wee apparantl7 inteaded u an allueion to the eal.e to the .l.rm7 of fift;y planee 
at $1 apiece b7 the Cocaolldated llrcraft Corporation. Yo11 will reoall tbat 
the ICa'f7' u~ed U1 to •tar into a oloeill& agreeMDt with the Couollcleted ll~ 
craft CorporatiOD 'Cmder which at leaet ~ per -t of tbe coet of a -
$1,800, 000 builllin& would be allowed u obaolee-ce, &Dd that 7011 decllned to 
execute euoh a oloa!Dg qreeMnt for reuou elallar to tboee 1D tbl !l.eotric 

Boat C:O.pa!IT -· 

In thie ~tioa 7011 ~ be iJltereeted to know that wban J.dmral towers, 
Chief of the Bureau of h~uUce, ~ tllat "tboee daTI are onr baoauae 
of the law which liaite tbat profit to 12 percent,• Cm!rwaD YiDeoa replied, 

WWbioh I th1nk ie a rather biib peroentap. .&!14, thie c~ttM 
did not acree to the 12 peroe\t w were f orced to e.ccept tbet on 
the noor of the 11o1111e becauee it na in the l.rwtT bill. • 

.lttacbed are a few excerpts frota the haariJII• on tllia ~::Boa~n tban 
cue 7011 are intereeted 1n reedl ne 110re of the teat.1.aon7 on 80 

tile 
hu been t;yped, I he:n -.rbd 1n a printed COPT of the ha&rlnga where 
Mtter w e d1IOUI8edo 
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UCIIP!B Rill IWBTlllll I~ 2111 
oc:.ana 01 IAY.&L DF.&IJIS IIOOSS OJ' lllfllllllnAnn& 

(lUIUU'J Uld Pebraaz'7• 1940) 

"'lr. Oole. 'lbat 11 ~ d011e b7 'R7 ot COIUitruot1oo 
with the 1108Cluito n .. tt 

".&dll1ral Bob1.naan. le haft 32 IIXpU'Uctal, ..U 
boete, t.11A1ng DOW. !b~ will all be fln!ebed up ecae 
tiae duriJ:Ic thle cel.IDdar TNZ, I belie.,... • 

*** 
"'lr. Cole. Ie 1t true, air, that u Ol'd.r ae placed 

with ooe ccape117 tor 23 IIXpU'Uctal llhipa, wltb011t bide 
being aakedf 

".&.dairal BobiDeOD. Y .. J that 11 tne. .&tter tbe 
ori&iDal placing ot tba uperlaelltal boate 1 tbe la"7 
Departact purchued a t,pe ot boat - u a aatt.r ot tact, 
it .. purcbued b:r • priftta t1ra trca Ul Jacllab t1ra 
ad wu DOt pzrobued b7 tbe la"7-

"'lr. Cola (iDtarpoaing). llbo purchaaed itt 
".&.da1ra1 Bobi.naan. !ba !lectric loat eo. purdlued 

it ad we purcbued it boca th•. !be la"7 Dapartaellt 
boQght 1t trca the Electric Boat Co. ud tb871 1D tun, 
bought 1t troa Ul J:Dcllab tift. * * * 

"'lr. Oole. !be boat wae aetuall.7 cooetructed - thia 
ODe tbat waa pzrobuedf 

O .&dll1ral ftobiDIOil • Qb 1 :yea I lir J it WU plll'cbued b7 
ua alter ha't'iDi halt a doac d1ttarct boarde cooaid.rillc it.• 

C~• 
"'lr. Cole. 

at a1U 

*** 

·Adld.ral Bob111.aa· Y•• air. 
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"f •t ~I ~ l ~ i .; • ·' f • f • f J r ~ • f • 1 - ... 

't frtr!eltl~· ~~~~~1rlr •- 11~:MffMr rl• •• ;, lJilll~'!~ 1 • •. ,. l~~:·~f~l· f ... , .• 

fa r -~ l 5 f! -;: ~ if f ! .f~ r . i~ . 
lli! ·lf:l~fllr ~~ f~!'f ill~ ~ ;J tr·! f 
r•;r l .. E~Fif i .t ~ ~~r '1fr~ f gt .. ; ' 1 
c.~ I r i [ ::i .. J" f t" ! . ~ r # ~ 8 tt I ::. f 

i~·e ~~ s! ~ ... f~ .. 1 r 

~ .. c - " f 1: ~ 
~ M . I f . 

~ 

~ 
N 
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.... .,.. ..... ,_ ._. .... 
theN 'baaU wp .. .;u• W --- ta 1ft I lh .. ta '-b 

...• ;,_ • ' • II'WP ot tile. .. ID.eotrio 
• -· -.u Ilk 'o do thet D4 _.. wlll1. 'o 'llal4 a 

lila' tc ilaU res • d tll«<z'- ~q•••· • • • 
• • • • tile :a...tru loat c.. ftaa1q Ill ull '- io 11-.i 

1d.Ua - - Uaa tldN Jllll'\ ot ilaU ............ ot tiiiU _...,. ___ .az ....... , te4U.= ,..,, .... 

;;:!:"':! .. --· t..N ~ • ••saw-. .-it a ~ .. --""' w. ... ,_ ot- .. .....uw .•••• 

••• 

••• 
.... Cello YR laaTI IRI'-4 U - - - 111 ta ia'--1; 

a a•'IH•• ot _ _.. 1a the -tn.U. :.r-t~~ne' Will ••..U, 
kt I a d • 1.- ta - how :r- an 1oiac to iatc.n othcw 
1a the ~ ot thw, th«rW7 1•ara~ ~UUoa, it 
J'Oil plued 8Mil e lazol• anc u ~t 1d.th oaa -oen • 

.... "''-· !be -.b!all )nein1111dibt clilit 23 'bolta 
.... all ...... - lcd.lli to blaU4. .., it uu. apcoiaatal 
i*CCZW .-o'll ..U azoatt ta be ot rll1 ftlu, I 'rine"" the 
-tul kUMIII ot e 'lfWrT .... ,rea- bw thea tt~a.• 

••• 
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~ Cllalnlwo J'rca JWr ft Ul W the queUoae, Jlr, a-.-,., 
I de at tibilllt ~ ..U 'be _, crrit'cdn ~ w GpU'iawtal 
.t=1J 1et 1d.Ua • llld.'-4 ...... lllat ·-,.. ~t 24 w:lt.IIGiat 
_, o~t1U.. I w ••• bt ot the - OJISB1• u Jlr, ~. 
thet 1~ ··' • .,... the apcii!Wtal •tiC• .... , 1a the -'-1• ot 
,PHC~aoDtlw. 1e ut there - law 1111a1a .- ttMta ~uv 
prodlaOU.., - 1a the aplll'i8wtal etep, ~ 'be1IIC •• ~ed 
w:l~ .-petltlwt 

.... Mt •. !bare - law that penlit u to ._ Jllllei*UWIT 
artialee .S.ti!At oe.pet1t1•· 

"'De ca.u-. Y11, bat th1e llu 1- put til-' etle•· • 

*** 
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*** 
-.r. Col.e. b that the ~ JOil are c!oiJic with ell of the .. 

aperiaeatel PI'OJeote! ... 141-. lbat 1a thet! 
-.r. Col.e. X. that the ~ JOil are c!oiDc with ell of theM 

expcia•tel Jli'OJecte, l.eariJIC iA the a .... the Jli'OprietAz7 ~te 
to h1a ~Uca wbich baa ~ "--~ 117 the Depar-..t! 

-.r. :141-. a. :r- NT 'ell' I ~ thet 1a pro~ toe 
iAclu:ln. I lraow 1t 1a cut.Ar7 e' ~.· 

*** 
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811ae Claaima. In, llr. 8ecreW-z71 I -t to tbaDk )'Oil for 
the tiae ateta•t J'CIIl ban ...s., ac!" -t to -• )'Oil thet the 

··~ U1'a1n c-ittH baa 4l!lllill to .ark 1a bazwcaT with )'Oil, -
tiiCIUih " •7 aot &P'M wi11l ell the -clulcaa JW reacb, ~ 
wlth ret- to ....uatec~ -v.ote• .... 
(llear1ala JI&CM :20M ZJ") 
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Karch 12, 1940 

4 P• •• 

Present: 

llr. Bell 
Mr. Foley 
Dr. W'hi te 
Mrs. ltlob 

HM,Jr: Now yoo fellows can cogitate. I am 
meeting Senator Barkley at his office at 9;30 tomorrow 
morning with one Xey Pittman, one Senator Wagner and 
one Barkley. Which ot you want to go or all of you 
or should I go alone? 

Mr. Bell: What's t he subject ot the contersnoe? 

Silver! 
HK,Jr: Apples in Dutchess County. He1gh- ho, 

Mr. Bell: Harry has been working on 1t and has 
some statistics he ought to take. 

Dr. White: I don't think that's the intent. I 
think it is • • •• 

RJI,Jr: '1'h1s is policy, as tar as the Democratic 
party is concerned. 

Dr. White: I don\t think I could be ot any a1eist-
anoe. 

Mr. Bell: I don ' t know. You will have to be thl 
judge whether anybody can be of help to you on policy ot 
that ki nd. 

Dr. Wh1 te: Ed, the great manipulator here • • • • 

III ,Jr: Well, seeing you all feel that way about 
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Mr • ..J'ole;r, I trltl take Mr. FollY up there wlth •· 
SuP!Jo11ng fOU (Fole7) be • .,-boU1e tomorrow morn­
i ng •' 9 o clook. ,. 

Mr. role{: ,_ 70~ 4on1 t want Harryt He 
~.,. more abou lt. 

RII(Jr: I oan 8&7 what I u going to ea7 up 
there in wo minutee. • 

Dr. Wh1 te: 8&7 it to Barkl.er or before the Coli­
mi t teet 

IW Jr: Before the Coamittee. '!'ell 7ou what. 
You both teat rs:r houee a1t 9 o' clock . You both be there. 

Dr. White: If we are going to make a statement, 
I would iilte to write. something out . 

HU,Jr: Ro, 
and Barkie7. '!'he 
tomorrow morning. 

thle is Just before Pittman, Wagner 
two of you be at 117 house at 9 0 1 olook • 

oOo-oOo 
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TREASURY DEPARTMENT 

•rob 12, 1eto 

IIIIIOWDml FOR !1D SICRI!AJl:t 

u a -tter ot. bat~tioa, a prol~ hlqu1'7 baa H.. reoobe4 
trca Sir B..ry Solt, &OtiJI& OD beb&lt ot tho Azl&lo-Prmoh l'llrebubc 
Boari, oODoenliDc the pvohuo ot ord:Dalloo tor the torthoc:a1Jic 
uiaticm procraa ooaabtiJI« ot 

2, 000 oeMOD (2:1 - or 20 -> 
10, 000 MoMno pu (0.3 ina. & 7.6 -> 
12, 000 Mohlno pu (0.6 ina. & ll5.2 -> 

Tbia -thr b&a be• rotorr..t to tho .tnV and. llt.'Y)' •-.~><~ro ot tho 
C-'.ttM tor an S.U.oatS.Ct.tiOD and. report . 
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TREASURY DEPA 

' 

Concem1..ng JUUl' qv...,- c4 t.b1a afternoon, the A.-20 Eor '11111ch 
Doogl •• A1roratt baa a oontract 111 th the A:rw:r b the -
ehip u the IB-7 at preeent bel~ -.nlltaotured Eor the 
French with &ddiUonal. fuel cap&eit)-, re.U.~ in tbe plane•• be1J:Ig -.m.t beaner, and i .D the A.-20 ll'ri«bt 2600 
Cycloue .,tor. are ueed ineteed ot the l8l!O Pare which are 
being ueed on tbe IB-7• dellnred to Franoe. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

361 

lle.ti.JI& wu held 1D the Seoretaey 1 a ottice th1a aoJ'IliD& at whioll 
-re prNeut. 1D addition to the Seoretu)'. Rear .la1raJ. W.R. PUrloac, 
Ch1et. Bureaa ot OND&Doe, ... ..,. !Mparta.t, a.r Adaira.l Ray Spear, 
Chiet. Bureau ot Suppl1ea aDd .i.ec.....ta, la'f)' Departact , azul the 
D1reotcr or Procur•ct· 

Tho queation or turniahi.JI& pcnoder to the Br1t1ah IUuion - • d1a­
cuued at l~h. For the purpoae ot cleariJlc the reoord Adldra.l 
Spear, at the a~~&&eation or the Seoretaey, ia to prepare a .-oran­
dllll arter conau.ltation with the Arrq authoritiea which will def1D1tel7 
d ... elop the ract that the 1.200,000 po1111da ot pcnoder which the Anv 
baa qreed to releaae 1a fr<* their reaerTe aooOIIIlt azul will baYe no 
effect on the loadi.JI& operat1ou at their ar .. aale . 
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TREASURY DEPARTMENT 
f'AOCURENIHr DMIIOH 

WASHINGTON 

There ia attaehed hereto a achedul.e of delinriee for the 

P-40 for both tbe French State and the United States l.nr:f 

which 1e self-explanatory. 
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TELEGRAtol SEnT 

JT 

AMERICAN LEGATION 

BUCHAREST (RUMANIA) 

65 

367 

GRAY 

March 12, 1940 

ThE SEcrEtary of thE TrEasury would apprEciatE rE­

ceiving a cablE£ram in which Edson would bring as n Early to 

datE as possiblE tht matErial provi dEd in his comprEhensivE 

and helpful mEssagE No. 41 January 9 1 11 a.~. Information 

on currEnt rEgulations r Egardl ng pEtrolEum EXP-''t'ts i s parti ­

cularly dEsirEd. 

EA : FL: LI'IW 

HUU.. 
(FL) 

co 
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1111 TORI 'fiNIS 

March 11, l9l!o 

. -
RUIIAIIA CONSEKY£1 OIL 

- &xpert "' Cnlllo Willi 
HIP. O.W.O llllla .................. ._.. 

avc-•ewt". • o ...._. ... .... 
-~I 
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RE3 
Cill:.:t 

Bl.:chare s t 

Dated January 9 , 1940 

Rec'd 3 : 50 p . m. 

Secretary of State , 

Wat.hington . 

4 , January 9 , 11 a , m. (SECTION OIIE) 

FOR TREASURY FRCM EUSOll . 

In accorda."!ce with Department 's telegram t:o , 1 , 

January : , 7 p . ~. 

In statistics qt.:otcd below Cierr..an1 includes Austria 

and Czechcsloval~ia ; and t he three month period September 

t hrcue!1 t:ove:1ber 1S39 ~as been com:>ared with corresponding 

:>eriod of 1S38 . 

(SECTIOH OHE) . Imports into Rumania from Germany 

during f1rst tt>..ree x::ontl:s of t t.e war totaled 60 . 4000 

::tetric tons , an a,i decrease from 1~36 period. 1'he lei 

value o:' t ::e se L~ports vas 2 , 705 , 000 , 000 , a 23}. increase 

over 1~35 period . Custo~s statistics do not i ndicate 

;·:.lett:er th!s value increase was due entirely to higher price 

level Ol' in part to qualitative chances in imports from 

Ger n:any t:1ough it is generally bolieved that armaments from 

Germany, Czechoslovffi<ia , and Poland constitute a lareer 

::~ ro 'lortion of total imports than in prewar per iod , 

(SECTIOti 
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REB - 2- /14 , From Bucharest, Jan. P, 11 a . m. 

(SECTION '1'1/0) . Exports to Germany durill8 September­

November period totaled 573,000 tons, a 10% increase over 

1938 period. Thoir lei value totaled 3, 436,000,000, 

372 

a 10~ incroase over 1938 period due largely to oil price 

increases . Exports of petroleum products discussed in more 

detail below declined 15% from correspondill8 1938 period 

because of transport difficulties and lumber exports declined 

to one- seventh, The increase in total exports is due to 

exports of 197,000 tons of cereals, an 86~ increase over 

1938 period, and 13.9 tons of anioala and animal products 

which was three times corresponding 1938 exports . 

(SECTION THREE) . Petroleum exports to Germany during 

f i r st eight months of 1939 totaled 961,000 tons, a 49~ 

increase over corresponding 1938 period . Of this total, 
via 

479, 000 was shipped./ Danube and negligible quantities by 

rail , leaving deepwater Constanza-Ramburg route carrying 

about one-half of peacetime oil traffic . Arter imposition 

of the allied blockade shipments to Germany via Constanza 

ceased entiiflY (there is no evidence here of any (?) trans­

shipment trade via Italy) . Wartime shipments to Germany were 

as follows , in thousands of tons : September 65 by the 

Danube 4 by rail; October 68 by the Danube 20 by rail; 

November 62 by the Danube 21 rail . Three months total 

240, 000 , 15~ below the corresponding 1938 period. 

(SECTION FOUR) 
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Prom Buo~a.rea~.,, :Ian, 9, 11 a . m • 

.... • ' r 

FOUR) . Futuro t rends . Although tho National 

Bank does ~ publ1~lj, (.lci~'arrhS''bJilnces by countr ies, customs 

figures indi ca te that during the year ot October 1938 to 
"' , T, C:A .,4 i ..JJ-4T S'fte!nber 9,5.,.. -.il'Oa~,l;' .. GO~J tV!" a favorable morchand111e 

bal~.ce with Rumania of 2 , 147, 000 ,000 lei by the resulting 

largely from C~ech arm shipments . Therefore Germany's un­

favorable bal ance of 731 , 000, 000 lei during the ·first three 

months of war , while larger than t he usual seasonal adverse 

balance , i s not sufficiently large to cause payment diffi­

culties in tho noar future , German7' s exports are, however, 

subJect to increasi.ng qualitative restrictions; for example 

rubber cannot be exported at all and products containinG 

more than 10% of copper , tin and load may not be exported . 

With increasing pressure of work on Germany's metellursical 

and chemical industries as blockade warfare continues 

Germany 's ability to balance the clearing in the more distant 

future see~s moro doubtful . Tho revaluation of tho mark 

last month (see Legation ' s telegram of December 28, 4 P • m. ) 

improved Germany ' s terms of t r ade by only 13% but renewed 

political pressure could it is hinted force another revalua­

tion if Germany doomed it necessary. 

(END SECTION ONE) 

!UBBARD 

NPL 
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PAJW'BIWSI OJ TILIOIWC REOIIVED 

JROIII Aaar1can Legation, Bucharest, Rwaan1a 

DATE: rebruary 9, 1940, & p.a. -
10.: 20 

377 

A daoree was a1gned by the Petroleum Comm1ae1oner 

today wh1oh proh1b1ta, Without the Petroleum Comm1ee1on'• 

pr1or approYal, the 1natallat1on, sale, renting or remoYal 

from one looat1on to another of metal tanka of a capacity 

ot oYer 10,000 l1tare. 

It 1e the ballet ot 1ntormante in the industry that the 

aain purpose ot this meaaure ie to ensure that the Rumanian 

army will have storage tor aYiat1on gaaol1ne. Since Septem­

ber, the exportation of aYiation gasoline hae been prohibited 

by Rumania, and the GoYernment hopee that by April 1t will 

haYe a reeene tor army purpoeee ot &0,000 tone. A eecondary 

purpose of tha meaau.re 111a1 be to preYant further leaeee ot 

tanka such aa the recant lease for Ruae1an lubricating o1l. 

The t1rat ehipment of Ruaa1an lubricating oil it ie under­

otood ia due 1n Oonetanza about the fifteenth ot February, 

It 1a turthar understood that beoau•• the Rumanian tran•port 

routes to Gel'II&IIJ are cong&~ted at pre~&nt, the Get'llane 

plan to use th11 route only tor Rue11an lubr1oat1ng oil. 

Diesel o11 and Ru1e1an gaeol1ne are to be eh1pped either 

by barges Y1e. the Rueeian r1Yer and oe.nal eyeteu and tbe 

Balt1o, or by all rail routa1. 

A reliable report hae been reoeind that Germany has 

:!,200 
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:5, 200 tallk oara aTallable now to:r oll t:roa llua&Dia. !'hue 

it eutt1o1ent loooaoune u4 loa41ag tao1l1Uu n:re 

aleo aaae aTallable, tbie woul4 p:roT14e to:r Geraanr a 

oapao1tr ot about 41,000 tone a aonth bf :ralJL. 

CJUITHD. • 

• 

U:LW 
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Jobll Crider ot the hw York Tiaea aa ill to aq t:bat be ha4 bee 

ub4 b,y lllmacm Bal4win• ....., plana to Wl'ita a oa.prebena<n a1rort.ft 

atOl')' tor · tc.orroor• a ru..a. to oheolt OD the tollowiJic auertiona b,y 

the A:rlq Air Corp•• 

l o !bat Lookhaed• Bell an4 BoelliC ha't'a raiaed tbair prl.oea 

to tba Air Corpa 'beoaua ot toraip orderae 

z. ftlat I.ootbee4 ad Bell are 'bebb4 1D tba1r claliftriaa to 

379 

tba Air Corpa. 111bioh 1a attribute<l 1D part b,y the J.nq to toreip orclarao 

s. That Seoret&r7 llorglllltht.ll -• reaponaibla t or tbe relaaae 

' ot the Br ... tar tiehtara b,y tbe Jl&'t')' to J'lnlencl0 

~. !hat. on b....U ot Jl'nJloe• Saorett.17 Morgctht.u urgecl that 

the tiret t-tq-tl w Curtiu P-40a off tba line alloalcl &0 to that 

D&tiOD• that Gen. Anolcl objaot.cl. •• oallecl to a 'llbita Bouaa ocmtereo. 

Ulcl the PnaioS.at aa14 the utter ahoulcl be pat to the Jlilitai'J' attaira 

an4 toreip relatione ~tt••• ot both houMa. 

5o !h&t !D&lUicl an4 P'r&DDe. th.J'Ough tbair repreoent&tiTU hera. 

are - aq1liC U:iat tba7 'llill gat aclTODoed cl .. ip ot the Bell J"ool58 • 

the llepu.blio ~ u4 itae ~ ~. 

Pall% Belair lul4 pl-ed to uk the Praaia-t tbaae quaatiOilt. tbh 

a:t-=· Bal4win aqa t1w P-40 1a a clhappoiJl-t.aat bat •• Jrtq 41aharcla 

.till c!on•t waat to releaaa ite 
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• TrNRI7~\ 
Dlrteioa or lloae\ar'J' h•eareh 

Da"···-~ 14, 1940 

Secret&r,r MorgeDtbau 

Will it be all right to aend copies or 
attached to the followincr 

lfr. D. W. Bell 

lfr. Fol.,. 

lfr. Gaston 

Hr. Sulllnn 

lfr. Baas 

1!r. Cochran 

lfr. Puleaton 
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TREASURY DEPARTMENT 

• 
INTER.OFFICa COMMUNICATION 

CONFIDENTIAL DAft March 12, 194() 

n» Secretary Morgen tbau 

~M Mr. White 

SubJect : roreign Eoonom~c Developaenta 

(Prepared by the DiTiaion or Monetary Research) 

Oni ted Iingd.o• 

The British econo ie atill fa r !rom bein on a tull war 
tooting. er s x aon s o war an e ao ~a on o one 
million men, there are still 1+ million unemplo7ed in England 
and unemployment is well above pre-war level a. Idle reeourcea 
and man power continue in the war industries and in the export 
industries. There haTe been increaaes in unemployaent ainoe 
Au~st in -- eurprisingl7 enough-- motor Te~ole 1ndustr7 ( in­
cluding aircraft) , exploeiTea and ot her chsm1cala, as well as in 
luxur7 industries and industries producing f or home ooneuapt1on. 

The Winistr7 of Labor baa oeaaed to publish t he total nuaber 
of employed workers but taking account or mobili~at1on or a ail­
lion men and the increase i n unemployaent of over 200,000 it ap­
pears that there baa been a decline 1n the total nuaber of eaplo7ed 
workers or between J/4 or a aill ion to a aill~on. Sta tietioa or 
industria l aotiY1t7 are not available , but the uneapl oyaent fig­
ures and other in!oraa tion available suggeet thet there haa been 
a decline 1n industrial aot1v1ty e1nce August , or as much as 5 to 
10 percent. 

The ~eet t or Foreign EXchange. !'he United Ungdoa ia taking 
add1 tiona aeaeurea \ o improTe hf'r ba lance or payaenta poeit1on. 

1. Great Br i tain now requires free to reign exchAnge rroa 
Empire exporte or tin, rubber, Jute, whiekay, and tura, destined 
for aost roreign exoha.nge areae. The i-.ediate errect of this 
moTe will be to reduce t he price ot eterling in the tree market. 
The lower price ot sterling will help to proaote exports or the 
E11pire which taos keen oompet1 Uon troa other oountriee, while 
England will get the aaxillllll exchange proceeds rroa the E'apire 
export s which race l ittle competition. 

2. Bri tieh ... nutaoturere or cotton, woolens, and perhaps 
other oouod1 ttee are being given special induoeaenta t o increase 
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exporte. Theee induoeaente will no doub t help the .anutacturere 
to overco .. handicape in t heir export busineee arising troa the 
war, a.nd perhaps enable t hea t o acquire new export outlete. 

3. Another t;rpe ot control adopted 11 the proh1bi tion 
placed on the manufacture of linen except tor export. Thie 
meaeure wi l l toroe the manufacturer• to expand export outlete, 
a nd at the eame tiae reduce f ore ign exchange expenditures b7 
curtaili ng iaports of flax t or domeetic uee. 

4 . fbe 2nd quarter 19~ export quota f or tin hae been 
eharpl:r out f roa 120 percent to 80 percent. The effect will be 
twofold: ( 1) to curtail • tocke and therefore aake eh1paenh t o 
unfriendly nati one eaeier t o detect; ( 2) raiee t he price ot tin 
and thue pronde England w1t.h more foreign exchange. (The re­
duction in the t1n quota ·~ conflict with the desire ot the 
United Sta t ee t o 1noreaee t in stoolte in th1e countrJ ae a re­
eerve againet contingenc iee .) 

France 

The rrench 
out o orrow nge. moe e w o war expen uree o 
18 b1111on t ranos per aonth i a being raised by borr owing, whi le 
the 6 billi on t rance per aonth ot civil expenditure • is raiaed 
by taxation and aonopol:r r evenue, 

rrenoh Governaent Reoeipte 
(In bill1one of trance) 

Taxee and aonopol1ee 
Sale• ot gold 

6.0 
2 . 2 
4.1 
2.7 

Advance• froa Bank ot France 
'l'reaeurJ billa 
Arlll&llen t bond a ..i:.Q 

24.0 

Moat of t he araaaent bonde are apparently being bought by 
banka whoee caah r eserve• have been expanded by t he 1ncreaee 
ot ov~r 30 b1llion~o• in oiroulat1ng aone:r which ba~ take~l 
place dnoe t he week of aob1l11:ation. Onl7 a relat1 ve Y1-
part of tbe eubeor1ptione for t beee bonda oo~~ee troa eav n.ge or 
t roa reduced con~tion. 

Regraded Uclassified



0 

385 

- J-

F1D&no1Jlg \be war b7 \bl11 M\b04e lll<tOlne \be oreauoa o:t 
purob&alllg power and aot Ule tranetlreaoo o:t purohaelng power 
and 11 ln:tlat1onar7 tlDUolai. !hie tJPO o:t borrowing hae t~ 
e :t:teot o:t 1nduo111c a pror.111n tall in t he purohaeillg power 
ot JaODI7· Renee \he 001 1 of \be war are borae prlarilJ b7 \be 
groupe wholl wape, eal&riee, intereet inooae and peneioa 1 are 
fixed or rile le11 rapidl7 than tho ooet of liYing. 

No o:t:tlolal price llldex i a now publiehed, but the authorited 
l ndiY!dual prioee 1ndioate a 111betanUal general price rile 11noe 
Auguat 1939· llenta, howeYer, have deoreaaed, and t herefore the 
coat o:t liYlftl hal probabl7 not rieen ae auoh as general prioae. 
Candid obeenore, euch a a the Under OoYernor of the Bank of rra~~oe 
are begianiag t o eee that 1 ••• tblre will be infiat1on on a aoale ' 
aoaewhat coaparable t o t hat o:t the laet war•. 

IW.., 

Ital7 il enJo7ing a preoarioue war proeperitJ. 

Operation• of the great northern •tallurgical, chemical and 
textile fir•• han been aUJallated b:y war orders :troa abroad and 
f rom the Italian OoYeraaent . Italian lhipping line e are running 
fUll echedulae; in the alddle o:t October all Italian linea in­
creaeed the i r freight rate a b:y 15 t o 25 peroent and t hei r pae­
eenger rate• b7 50 peroent. '!'he index of tho pricea o:t the 
thirt7 leading stocks t raded on the Milan axch.ange baa riaan 
about one -third a1noe the beginning o:t hoet1litiea. But Ital71 1 
war proaperi t7 hal not 71t ra1aed tha liYi.ng a tandard of the 
Italian people or brougtlt about an7 oODalderable 1nveetaent in 
produo tiYe capital equipaent. 

Other :tea"'rea o:t tho econoaic pic"'re haYe not been aa 
:ta Yorable. !be agricultur al 7ear was 11141oore. Unlua the 
liYinf at&Ddarda o:t the I talian Mllll a r e t o dacl1DI etill fur­
ther uriag 19110, Ital7 will han to aalte heaYJ nd iJIPOrta o:t 
cattle, oora, wbtat, edible oils and leguaee. Suoh lJIPOrh woul4 
dllplace raw - teriala :tor Ule aalting o:t ar_..nh. Prioee o:t 
f ooda, clothing and tuela have r111n rap1dl7 e1Jioe the outbreak 
ot war. 'ftle ooat o:t liY1ng waa at leaet 25 percent hl@Jler in 
Janaa1"7 19llo than in Janu&r7 1938; onl7 about 5 peroent o:t th11 
riee t ook place before Bepteaber 1939· !here ban bean no gen­
er al increases in wages 111 recent aonthe, but tbltre hal bleD 
10M iDCre&ll 111 eapl07111nt. 

BOWIYII" the prosper! t7 -- IUOh &I it is - is preoariOlll 
booauH U i~ ball4 oa Ital7' a tei!p0ral"1 poaiUoa a1 a war IIIJp­
plior and tnder. It is d01lbl7 precar1oua bloa11ae U is baed 
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on the tabrloaUon of -.nUlona fro. raw aahrlala which ooae b7 eaa, wUh tbe IUfforaaoo ot 1he Br1 Uah and J'renoh nan ... Ital71 1 war aotlY1t7 oannot ooatlnue without laporte ot oottoa wool, lrea oro 111d aorap, ooppor, •ohlner7, ooal all4 petrolo~ aoa t of whlah -.t paee 1hroup Glbral\ar or other .Ulled oontrol pointe. Ital71 • war prootl h the rotoro depend oa her ab1l1t7 to aaalntaln a dolloa to balano o between the boll!se rente. 

Ital7' • eoonolllo weaklleaa la tllrther llluatrated b7 her need tor ooal lerperte. ItalJ baa onl7 1na1sn1t1cant ener17 re­eouroea. She baa no ooal worth aenUonlng, no petroleua, no natural gae, and le .. wood than an7 other 111p0rtant European oountey. 8bl haa apont a grea t deal 1D donloplng water-power, but her Q4ro-olootr1c output la not aucil aore than twloo that ot Swlt~orland, aJid IW1t&erland baa 1e .. than a tenth ot ItalJ'• populatloa. Oonaoquentl7 Ital7 muet laport 13 alll1on or 14 all­lion tone of ooal a 7ear and aore than thla 1t abo 11 to han a real war booa. ItalJ 1IIJ)Orta 70 percent of her ooal troa ter­rltoey now under Go~ rule, and 27 peroent troa the United 11ngdoa. B7 tar the greater part of the German coal ooaee b7 water, baing ahlppod down the Rhlne or the Ylatula. It 11 YOrJ d1tt1cult to re-route an7 oonalderable part ot theee ahlpaenta bJ land. 

Itall le extending the UIO of Goraan ourronoz 4aY1oee to 1ncreaeo er o:q>orte and rorolsn exobiDge rennuee. 
8peolal ouhallp ratoa are be!ng uaed to aubeldl&e oxporta. On Jebruaey 1, the. pa:r-nt of a 20 peroent bount7 1n 11ra waa inaugurated on 1he export ot a largo nuablr of ooa.llodl tie a, 1n­olud1ng allk \e:at1lea. About tbo aaae tlae, aooordlng to ooa­aular reporta troa Milan, alllllar exchallgeprellluu up to 50 per­cent wor e lnltlated on exporte of ootton, woolen goode, hldea, eltlne, and leather goode. 

She baa peraltted a do taoto 1 part1cular1r.ed1 dopreolatlcn ot the lira. !ha ottlolal rati bAa 4aproeo1ated abou~ 5 percent elnoe war began but tho apeolal 1 tour1at 11ra1 and omlgrant romlttanoo lira' haYe dopreo1ate4 10 percent and are now about 20 pereont bel .. the ottlolal rate. 

Ia at leaat one laatanoe, 1bloolte4 lira• belong1ag to ~rlcana wore all .. ed to be uaod -- at a groa t dlaoount, aa1d t o aaount to about 75 poreont -- tor the purobaao ot wlnoa tor ahlpaeat to the UD1to4 ltatea. Other toraa ot barter tranaao­Uona at apoc1al rate• ot exchange are oY14onUJ bolnr peralttod. 
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Alto, clurlDI J'e'bN&rJ, aoooNiq to 1D1'o~1;1oa reoelft4 'b7 oable 
oerola Iollaa wool l~Yre were all .. ef. 1;o Plll'OMII torl1p ' 
exob&Dp troa ••bol'laef. ezohuge 'baake at 1;be •blaok 'bov11• 
ra1;e tor ooa•ertlDI lira la1;e torelsa exobea11, 

!'11111 •&RNI aJ'I pro'bablJ DIOIII&l'J to onreo• the bar. 
t\11 etfeet• of 1;M war a1tuaUoa oa IYlJ' e toreliD exobup 
poa1Uoa. !be prlaolpal llDfa.orable efteeh were: 

1. '!be 1'141WUea ot 1;oul'lat re•eaue and eataraat re­
alUaaou -- bo1;b ot •hloh ban a1414 Iol:r 1a 1;be 
pa1t 1;o •et lte oontlllu1ng exoe .. of 111perta. 

2. Bl&ber prlou ln nal:r and h1&ber ooeh of all 
1apor1;e4 goode, 

J . IDhn" ootlpeUUOR wUh ·aruatn aDd rraaoe -- wbo11 
OVl'reD01ee baTI depreelde4 DOlt 20 peroent liDOI 
la•t .Aupd -- for a ahare of 1;be r1oh export •l'bh 
torarlJ eappl1e4 'b7 OeraanJ, 

Oeraallf 

Reliable eoonoa1o 1ntoraUon about Oe..-IIJ 1a eoaat;r. A 
recent oonf14eaUal report, howe•er, •a:r• tliat ott1o1al Oeraan 
eouroee are eapbaUo 1a their 1ae1ahaoe 1;tat 'hl;r w1ll ao1;ual1J 
get 1;he 111P1rh agreef. upo.a 1D 1;he1r rebruar;r ll1;h treat:r wUia 
Ru .. la. 'ftleJ N7 traneper\&Uoa 1e a4equah w11;h the Blaot sea, 
1;he Ba.lUo aad 8 troaUer rallroa4 ooataoh. R:uela baa acree4 
t o dell••r raw •tel'lale f.lll'lng 19llo equal 1n Tallll to lloo,ooo,ooo 
Rile, or about oae-Hna1;b et 1;be ... uat Oeraan:r 111per1;ef. 1D 
1938 tre• ooaatrl•• aow eat ott b;r the bleokade. !be•• .upplle• 
w11l U.retore balp Oeraaa:r R'betanUall:r th011p 1;M;r wlll not 
aeet her fUll warU• requlre•nte tor .uoh laportant oo-a1-
t1ee ae patrol•-· 1roD ore and teed arat••· 

0.1"11&11 10111'011 ol&la tat 'hell' export• 1;o 'he llelhn 

oouatl'1•• han been earplJ 1110reaeef.. On a baH Jeptell'ber -
Deoea'ber 1931 : 100, O.raaa nporh clul'l~l Jeptoa'ber - Deoealler 
19~ .. re: w h•••a 1~, to a .. pr:r 150, to ~alarta 127, 
aD4 1;o Bplpl'la 139. Jo tl•ru are an.llallle oe hl'IID trade 
w11;b &reooe ..a tutte:r 4111'1q bM aoa1;be; bre hal prellalllJ 
b11n a altpt 4eelllle lD her trade w11;h the toraer and a poeat 
4eoUao 1a ~ wl\la U. latter. Oil 1;he otller bud, 'l'apelaTla 
baa aa4e aa outl'lpt r.n to 0...-DJ' 'bJ NRalDI pa:r•nt oe 011'­
Yla pre-war lel'tllaa ...... 

Regraded Uclassified



- '- D1Y1e1oa Of MODI1i&rJ 
Reeeal'eh 

1. Bard bal'p1Jiiaa b7 \be Allin ie rapi~ cUuipU-
1ag hopee of la,.._ prot1te froa price nan. 

2. Allied clearing agreeaente rutrict treedoa \o 
buf in tbe cheapeet and .oat a•ailable aarlteh. 

J. Allied preference tor Eapire eourcee of raw 
aateriale reacte unta•orabl7 on eoae Latin 
Aae ric an ezport coiiJllOCU.Uee. 

4. Allied f ood ration.1Jig decrea .. e deaand t or Latia 
.U.rican prod110te. 

5· Loee ot low-ooet Ooraan s..perh coapele uae ot 
hl~er-coet .U.rioan goode; lou of 0ei'IM.II •rltet 
t or export• ia eer1oue. 

Argentina' 1 produo Uon of •at, wool and hldoe place a her 
in a etrong war-u .. poe1t1on. Aa a •rltot Argentina 1o tho 
oore of the Br1 tiah trade effort in tb11 hoabpbero; the Br1t1eh 
intend to aainta1n and iapre•e their poeition in Argen tina at 
all ooe te, realising that retreat frO a thle aarket would eor-
1oue1J 11a1t tho pouibla ouooeu ot J poet-war t rade drift. 
And rot the Br1t111b droYe a hard b&rp1D t or tho 200,000 \on 
Mat order ot Ootobor 17 and ban dol&)'od 1n plaobg tlartbor 
order•. 
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- 7- Dhlaion ot lfone~r'7 
Re .. areh 

!be7 are unaniaou1 on bo po1ntl: flJa t tbe benk 
ia needed to prortde long-tera developaental 
oapltal t o LAtin Aaerloa, and that tbe Bank 11 
not llkel7 t o inorea1e t rade 1igniticantl7 aaong 
the 1At1n A.llerican countr1ee by providing lbort­
ter~~ oredl tl. 

Six oountrle1 (Ooloabia, Nicaragua, Hondura• Haiti 
Cuba and Paraguay) eXPreaa an interest in lo~g-tera' 
loan• ot gold or exchange tor ourrenc1 atab111r.aticn. 

Five oountrle• ( Nloaragua, Paraguay, Ecuador, Ha1t1 
and Coloabla) belleve t he Bank alght be ueetul in 
helping to aeet 11a1onal t1nanc1ng requtreaanh. 

Si~ oountr1e1 believe that the Bank alght !apron 
the aeohanl•• ot IMer-Aaerlcan pafaanta and by 
dlre ot quotation• narrow the 1pread between exchange 
rate a. 

!here ie eome uncertainty aa t o the a.aunt ot priae 
oommeroial paper and abort-term !reaaury obligation• 
tha t would be available to the Bank :tor purcbaee or 
red1eoount, and the tendeno1 1e t o put 1t at a low 
figure; llkeptio1ea ia ahown on the poa81billt7 ot 
tbe Banltt e guarantee ot priM paper e :tteot1ng an 
i.Jiportant reduction in intereet rate1. 

Replle1 have not been received troa .lrgen Una, Uruguar, 
Brar.il, Jlenoo, Co1ta R1oa. 'l'be preu report. that the Salvadorean 
Trea1ur7 ba1 appointed a oomatttee to dratt 1tatutea tor f ounda­
tion ot a branob ot the Bank 1n Salvador, 

The pre•• reaction 1n Argentina 11 report1d t o han bun 
unfavorable. '1'be lntluentlal La Pren1a ooamenta: 

"'l'be proJect oould be ver1 good and could 11rve 1ucb 
hlgh obJeotlYel With r espect to the JB&jorltT ot the 
A.erloan Republlo1, but not with re1peot t o the .lrpntln1 
Repabl1o a• long a1 the ho1tllit7 to ita export• oontinuea 
being ln the Unite4 8tatea a polltioal banner wh1oh nobod7 
1a d1apoaed t o challenge. fhe project tre.nltl.T doe• not 
lntere1t u1. •othlag Juatiliea our •aorltloing In 1\ 
2o,OOO,OOO peaoa and a~oalng oureelvae t o a ••riel ot • 
ooapl1cationa, e~peo1allT 1n matter• ot monel and exchange. 
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A difference of opinion is noted i n eoca cases between the views of the delegatee i n Washington and those expressed in the ansPers to the questionnaire. It i s likely t hat in eoae ot the countries , Central Bank and Treasury Y1ews d1Yerge c onsiderabl y. 
Brazilian Government 18 ready to make f unds aYaUable for constructi on ot steel olant. Since the United States Steel Corporati on decided not t o participate in the construction of an iron and steel plant in Brazil , the Brazil ian Govornaent has been trying to push the project ahead under some other arrange­ment. Although German and British firms are renorted to baYe offered to participate in the proJect on the terms reJ~oted by the United States Steel, the Brazilian Government is not ser­iously considering their oropoeale. 
The Brazilian Government hae recently announced that a Brazilian steel company is being organized, and that 500,000 contos (about $25, 0001000) will be made avaUable for the proJect thr ough the Government saYings banks, ' pension tundo, and appro­pt·1at1one under special publi c works budget. Brazil hopes, however, that the Exnort-Import Bank will cooperate by a&klng $17 million available for the purchase of equipment 1n the Uni ted ~tates. An ~rican firm (Ford, Bacon and Davie) has let it be known that it is i nterested in the proJect provided the American Government is •sympathetic• toward the idea • 

. llexioo an4 Peru are now · the onlY ma lor !A. tin A!!erican coun­t r ies !hich are ig complete default on their for eign debt. The r ecent· debt adJustments by Colombia and Brazil on debts of more than a bi llion dollars and involving core than halt of the tot al Lat i n Amerioan debts in defaul t , is an i mportant step forward i n t he solution of the problem which has 1nterefered mos t with the smooth oonduot of inter-Aaeri oan relatione. 
Although a longer l i st of countri es are in partial detault , the only Latin American Republ ice s t ill in complete default are a s followe~ 

Mexico 
Peru 
Bolivia 

Ecuador 
Paraguay 
Salvador 

The total forei gn bonded indebtedness of these oountriea 1s under $500 alllion, of which arer half i s Mexican. 
Panama eus ended payaente on her foreign debt during the di spute over pa~ent by the United Statee of rental on the Canal Zone and ie now negotiating a refunding issue. 
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JaR!!! and Ohlna 

areae, an4 IIUPPlf Japan wUh peroent 
foreip exohaDge areae. .t. r•ar aco t1w 
cent and " peroent r .. peotiYelJ. 

uoh&Dp 
ot her PQrohaH • 1a 
peroentagee were 29 per-

BTOtheUo e1llt eubetU•'-• are not l1ltelr to d18plaoe a 
large part of our eillt illpOrh troa Japan in the next few reare, 
but the prioe of dllt (and the eoonoaic poeit1on ot Japan) .. , 
be affected -oh eooner. The a anutaoture ot Mrlon and other 
new eillt eubetitute hoeierr tiber• ie~ill in the experiaental 
atap. The low aoieture abeorpUon coefficient ot the fibere, 
the relat1 ••11 high lntroduotorr priou propoeed, and the ••ll 
produoUYe oapaoUJ' proJeoted preclude &nJ' aerioua lnroada into 
the AMr1oan elllt •rltet be1ag •de b7 the•• tlbere in the near 
tu tu.re. '!he Dupont 1 • lrlon plant at Seaford, which ia probeblr 
the aoat publ1olzed ot the IJ'lltbetio boelerr tiber plante, il 
reported to be capable ot produolag onlr tour a1llion pound• a 
rear. 'fhl s ie leu than lO peroent ot the annual oonlllJIPUOn 
of 11llt in thie oountrr, but enough t o ban a aerioue etteot on 
t he pri ce ot eillt. 

Indla 

einoe 
August baa helped t o tbe UnUed 
Iiagdoala untaYorable baleM• of ~aenta. !he lnoreaH la 
the ReeerYe Banlt of IB41a I • ho141age of eterl1ag HeurUlee d 
bae reaulted troa Ule e~rt of go14 oo prlYaW ao~OWlt, aa _ 
an 1nore&e1nglJ' taYorable bal.aaoa on aerohandlee aocOIIDt, re 
aultlng 1n part t roa large BrUlllh war ordere. 

The Indian OoYel'ftMD.t 18 aleo talt1ng a4Yantage of Indla
1 

• 
f aYorable balanoa of p&Jaente on ourrent account to connrt 
her etarllng debte 1nto Rupee ob~lg&Uona. 
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Tuaer 

DiYieion ot MODete.rr 
Reeearoh 
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Induetrial and oomaeroial intereete in Turker are ex­
preaaing d1eappointaent OYer the tailure ot the Britieh and 
rrenoh to eupp~ thea with the kind and quant1tr or gOOde 
hitherto iiiJ)Orted troa Oeraanr. Prioee ot 118Jlutaotured art1olee 
urgentlr needed in Turker are rieing and !urk1ah GoYernaent 
depart-nte, taotoriee and 11erchanta iaplore the agente ot 
Bri tieh aanutaoturere in Ya1n to aupp~ their requireaenta. 

Germanr'e ettorte to renew oom.eroial relatione with 
Turkey mar be listened to unless the Britieh ehow more tlex-
1b111t7 in their bul1neu methode. 

Canada 

Induetrial and buaineae aot1Y1t{ in Canada 111 nearins 
boca propor\lona. 'fbi financial Poe IIUalneae tnaex tor 
Januarr rea0he4 a peak ot 135 ( 1926 = 100), a rlee ot 11 per­
cent 11noe the outbreak ot war. and 2 percent higher than the 
Karch 1929 high. Skill ed labor 11 1oaroe with expert aeohanio• 
alread7 being drawn awar trom their regular eaploJ811nt to the 
more luoratiYe aun1tion• and airoratt indu1triee. Dittioultiel 
in obtaining certain oon1uaption good1, e1peoiall7 textile•, ia 
being reported b7 wholeaaler•, deepi te oapeoi t7 or near-oapaoi t7 
operaUona in the" indu1tr1e1. 

Baa.,- 1Ddu1tr1e1 euoh a1 iron and 1teel, aaoh1nerr, and 
rai lwa7 equis-ent, are enlarging their already high 10ale ot 
operaUon1. !he a1ning induetriu are oont1nu1ng to expand 
their record leYel ot output. ~ ta.1t induatr1ee are exper­
iencing an 1noreal1ng deaand tor their product• at riaing prioaa 
although the unprecedented trantpOrt d1ttioultiel haYe toroed 
a ourtailaent ot output in Britlah Coluabia. !'he hapo ot 
aotiYit7 in Canadian ahip7ard1 il alec riling and will continue 
to do 10 ae the extenaiYI shipbuilding prograa projected Jo1nt1J 
by the Brltilh and Canadian Go•ernaentl geta turther und1r W&J. 

Canada'• war expenditure• durillg the tiret 7ee.r or hoatil­
i t1ea are expec tad t o total t375 a1111on ( Caud'an) . Ot th11 
aua 4o percent 1a e~d tor rapatria t ion ot Brit1ah-hal4 
Canadian eeouritlel, tbt proceed• to be ul8d to nnanoe Br1Uah 
purohaeee in CNl8d&. 
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Gol4 &1111 81lnr 

D1Y1a1on ot lonetnrJ 
Reaearch 

393 

South Afr1oaa S014 prodaot1oa, which accounted t 1 
one-th11'4 ot the world output 1n 1939, r eaohe4 a new :r ae~= 1 

JanuarJ aJI4 w111 continue to 1ncreaae a1nca new atnea ~ be1D 
put intc operation. '!he larp current expenditure on new gol41 

ainea (whloh w1ll be further encouraged bJ recent ahanpa 1n . 
taxu on S014 producUoa) 1a 1noreaaing the one-aidectaeea ot 
the South Atr1oan econo.,, alread7 110re dependent on gol4 a1n1ng 
than it was ten Jeara ago. Gol4 production aooounta tor nearlJ 
a fourth ot the naUonal 1nooM now, 1n oontra at w1 th a tenth 
in 1927- 29. ' 

Greece recen o on o a 
a11Yer coine of 10 and 20 drac~ denoa1netiona during the 
aecond half ot 19!io. '!here are about 350 a1111on draohaai ot 
eilnr ooina now in ciroalaUon, with a11Yer content ot aoore than 
3 a1111on oUDDea. 

'Du!f1ng" and 8uba1d1ea 

The war-t1M ooaaero1al pol10J ot the Allied belligerent• 
and ot ItalJ ia running 1nto oontl1ct w1th the pro'l1e1one ot 
United Statea tar1tt lawa pro'l141ng protection agains t 1 du11ped1 

or •auba1d1zed1 111p0rta. 

rrant1o Br1t1ah efforta t o Met the t ore1gn exchange coat 
ot war bJ exportation rathe,r than b7 reduot1on ot capi tal aaae'ta 
baa a lrea4J reauUecl 1n aeYeral aot1ona which U7 1n:ro1Ye auba1-
d1e a and require the appl1cat1on of oountena111ng dut1ea. 8111-
1lar pol1olea 1n J'raDOe and Canll4a w1ll llkew1ee require atudJ 
and poaa1blJ appl1oation ot oountena111ng dut1ea. 

Ital1an eftorta at at1atlat1ng export• nthout ada1tt1nc a 
turtber depreo1at1on and re"faluat1on ot the Ura ha'18 1ntroduoe4 
euba1diea on tlle export of -.n7 Italian prodQCta, and 1t now ap­
peara lUelJ that oountena111ng duUea w1ll ha'le to be aaaeaaed 
agaiaet a wide YarietJ ot our 111Jl4'l't• fro• ItalJ. 

Before the war approx1MtelJ halt the oaeee rece1'184 1n tbe 
TreaaurJ inYolY1ng the queat1on ot dUIIP1Dg concerned Oeraan colll­
aodi Uea. '!he Y1rtual. ceaaat1on of iiiPOrh troa GeraanJ a1noe 
October haa reclaoe4 the an..,... nuber of new oaaea 1DYolY1q 
duarp1q froa a per .anth to - per a onth, butne&l'lJ 6o percent 
of the total aUiber ot new tuJipiq oaaea reoe1Ye4 a11111e Jo.,.aber 
hue 1nYolYe4 oo•'41Uea Uperte4 troa the U111te4 JS.gdoa. 
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SECrEtary of StatE, 

Washington . 

62SI , Jlarch 12. 

PL\DI 

London 

Dated Karch 12, 1940 

REC 1d lrl3 P• m. 

FOR TREAS'JRY FROM Bt1l'TERWORTH. 

1. ThE list for subscription to thE ~00 million 

war loan was opEnEd today and will closE tomorrow night. 

Although thE Bank of England in.formally statEs that 

subscriptions arE coming i n wEll, it could hardly say 

othErwi s E, and in f act thErE is no rEliablE i nformation 

availablE . But givEn thE t Erma of thE loan, thE ExtEnt 

of thE prEvious prEparations and thE charactEr of thE 

mEchanism at thE disposal of thE British authoritiEs it 

cannot but bE fully subscribed. 

2 . I gathEr from my Canadian collEaguEs that thtrt 

havt b£01 d1.1!1cuss1ons bEtw£01 thE British and Canadian 

financial authoritiEs which have ruulttd in a tentativE 

agr££mtnt as to thE maximum 11111ount of Canadian debt 

rtpatriat1on that can take placE during thE first yur 

or eo of war; thE canadians SEEm to bE wEll awarE of the 

t1aoal problem which d tbt rcpa t ria t1 on m tails at a timE 

whEn 
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wh1n tbllr own oapltal outlaJ on war aot1 Y1 t,. h larac. 

I also aathtr that plane arc bclna tor..U.tcd to rcao.c 

some ot tbE rutr1ot1onl wh1oh nc. prnmt Ullltrd nna­
dom ruldmte from erlllns an,. ot tbdr hol411l8• ot 

Canadian 1rour1 tin rxorpt 1neotar as part1oular 1uuu 

arE prumpt£4 bJ md netrd 1n tbr Br1t18h 'l'rneur,.. 

IEifiiEDr 

RR 
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MJecrt• ~lla hH!Ca Jle)t s.m .. » ..... 
caiGIQL A'ID fBDI D<I'DI Jr AmWL - OOIII'I.IN4!IO. 0C1Pr Jr 19A1C11. 

Y...Mact•• D. O. 

llrl 

I llaft U.. lul•r M nporl, tor the !'Na_,. Dtparbet aho, 
U.t the 4- oonnac ro-_pUn ot eorrtoe era the llrullla 
f orolca 4a)t t:raa_,Ua4 wUil liT 4eepatoll Wo, 269.3 ot lfanll I, 19i!O 
11M aow llo• 4'11l.T p~~.'bllehed 1a tiM Dlarlo ottolal ot lfanll 9, 191!o, .. Deor....r- ... 2 ,()15 ot llanll •• lgllo. !llo tazt h .. _,_ ..... 
wttll the a'llon daipatoll, wllioll aloo oarrtel a tftiUlaUoa. 

aGI!pecrtf'llll7 ,_.., 
lor tiM .t.'-eM4or. 
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TREASURY DEPARTMENT 

DAn Jfa1'0h 12' 1911-o 

leore~~}jthaa 

llr • .... YY' 
DnelopMab in tbe ll1p-Gra4e 8eOIU'1 uu krkete 

su.ABr 

(1) Loq- aa4 M41 ..... ter~~ Gcwernunt .. ounuu roee 
aharplJ laet week, following the announoeaent that 
the retua41ng woul4 ooneilt of a note-tor-note es­
abenp:.., .... llbort-term 1esuee, w1 th the exception ot the 
JUne 1~ notee and bonde, aoYed within a narrow range 
of pr1oee (abart I). !be new note waa eell1ng to 
711ld .58 peroent at the oloee on llondaJ, kroh 11, 
llJ!d on that bal1e wae well in line With the -.rut 
{Ohart :II). 

(2) !he high lenl ot b141 tor the 1 r1ghh' prior to the 
aanounoeunt ot the ell'obenge offering 1nd1oated that 
the arut had ant1o1pated a 10118 or aed1~m-long 11-
eue. When the annouaoe~~ent oau, a eharp dowllWar4 
rea4Juat.ent of pr1 oea naturallJ ooourred ( Cbart III). 
!hie dowmrard rea4Juataent wae the aharpeet ihiOh hie 
ooourred 1a ooueoUon w1 th a111 note retund1ng 11aoe 
the bepaaing of 1934 (miart IV). 

(J) 

(5) 

!he eat1re .-at ot the Be .. Me banke 1 holding• of 
the hae aotu (tlJ7 111111oaa) wae tendered in ex.-
ah•np tor the aew f1Te-rear notea. !hie aot1on ot 
the Beeer...e author! tie a, aad Tar1oue other operation• 
in GoTern~~eat eeour1 tiee during 1939, han eer...ed to 
oha,e nbatalltiall7 the oo11pol1 tion ot the Open lllal'-
u~ ooouat, with the reeul t that the Aooount 110 longer 
OOilOIIlh'a~ll U1 hol41qe ill nl")' ebort 1I1UII ( Cbart Y) . 
'fta11 :!:Y ill poliq waa 41eou .. ed in eoae detail in 
Ute •--- Report of the J'ederal RI .. M e Balik ot Xew 
rorlt 1eeued lut week. 

!loMetio b1P,..cra4e OOl'porate and mn.ioipll aeouri tiee 
-.rkete re-.J.ae4 quiet laet week. !U long-tel'll Betll­
lllllea steel aa4 leatuoli;J Utili till 1uuu broqbt out 
oa hbl"IJ&1'7 29 were repo~ed to han aond llowlJ, and 
a~ the end ot laet week were eel11ng at lllall 41eoouate 
troa their offer1ag pr1oea. 

~ 15-19 71&1' Br1 tieh war lMA aanouaoed laet WHk 
bMra a ooupoa rate of J peroent. It appear• to han 
'been pr1ee4 aboat 1a line With otbtr Br1t1eh Gcwer~~­
••~ •••rU1 .. 1a thl aarket (Clbart TI). 
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•eretuT IIIHSIL"'- • I 

1. hlU.. hate• a.. ...... , IIMu"lu .. 

!be •••••.,.••• *-' 1oM llareb f1auaolaa waa 1io OCIIldn ot a aoM-f~MM o•eap otfol'lac t6o aarko1i - -pl'loo, aa4 wu toU .. o4 bJ' 41n:rpa' •••ac tho 
Tart•• •11ll'11iJ' •'•••• ot Uoo, aa 1Doatoro bopa 1io ...S.a1i 1iM1J' poll U•• LH8- aD4 ..a ... 
••- obltpii•• 1'010 abaqllJ' oa uUoa 1i!lat 1iM pro-rtoaol.J' .. ul1pa1io4 ~ Un 1io 1ihl Tol ... ot hnoo 1a 1ild.a oootor fit .a.. ~- woal.4 ao1i •tol'lallr.o • 

..... ._,~ 1anoo, oa 1ibo o111lor !laa4, (W1111l 1ibo ozoopUoa of 111lo ,... 1~ bollllla aD4 ao1ioo, wh1oll ere 4houaoo4 1a ..-4o1ia11 bel .. ) MYI4 111111lla a ~ ftiWO, roch1il1'1~~tr ..U 
loaooo n ~~~~--, •ra 5, aD4 roooToriac 1io •- onoat la1ilr 1a 1iM ... .._ tbooo pl'loo -••au, 1Q- •t:ar11;J' olaoooa, aro ohon 1a .. toU~ac 1iabloa 

Bowo 
1 to ' J'l&l'8 • • • • • 
J 1io 5 J'lal'l • • • • • 

Bolllle 

• 
• 

• • • • 
• • • • 

~ 15 J'.rl 1io oall • • • • • 
15 J'UI'I aa4 OTOI' 1io oall • • • 

• • • "':=e?~1:r.~ • 
• • 

(Ia th1r1iJ'-IIOOD4a) 

• • - 1 
• • - 1 

• • • 16 
• 2~ 

!bl ... t1'1'G-J'Ial' aotoz:i .. a1i loo-Jl/J2 oa a •--
1o•o4 'llaale oa 'Blur...,. ao • Aroul4 -· u wu qaowd a1i 100.27/]2, a pl'loo wblob lael , w1111l ld.JIGr tl.uotuUou 
1ihroqll * dooo oa 11N14•J' llaJ'oh 11. At 1ibla pl'loo, 1ihl J'1ol4 ••• • !51 porooa1i, &114 the hn• ••• well 1a 11ao W11ib tbo aru• lport U). 

1a 111lle eoussu-. u 1s utsroouac 1oo aow tbo.t 1iM 
&441U• Of - t700 ~lHou ot ... 100111'1U11 at 1ibs lODC 
lad Of ~ aote. azb' appSII'I 1io UTO ab&llp4 t;ho oJIIps of tbo J'1d4 euot"O ,.,. aowe. tld.o OU"I, U wUl bo roea11 14, 
bas or41Da1'11J' ._ .. l'OlaU'I'd7 tla' at tho lODC oaA, 411s prl-11111'11.7 u a porlletea• 49• .. fer 1oM 1 ..... , ftlll7 w- oar s' l'o4sftl 11_. ., • ._ .. ,,... At 1oM dooo n ..... ,., lwaowor, 
a 41tforsatital ot 11s '11&111 polate npara1io4 1ibo lal1i '" 1e­..... 
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&eerekrf llorpullaa - ' 

II. !bl lleftet'e W••'-at to ~e hc!benp Otter 

~ auounoe•at -- Wh1eh oaae after ~e oloee on Jlo114&7 
lla1'0h a.,, - ._, ~ nehnp ottei'111C ••• • 'bl l1as.te4 • a' 
t1YI-Je&r aote •aee4 a lharp 41fiaUOD OD tbl tollow181 4l1 1D 
the b141 tor t;be hM tan••· !hi aotee 4l'oppe4 20/ 32 ot a 
pol;:, aD4 t;be 'hoale, 'llb111k *' aarklt ha4 'bela ezpeeu~~~r wolll.4 
'bl ell IU'I ot '1117 a Ntlla41J11 otter d ~e Uae, were ott 
S/32 ot a pelat (Gban IU). 

!be bip lnel. ot b14e tor 111.1 •npte• pl'1or to tbl u­
aouaoeMat ot ~ ex••• otter -- 101-20/32 at t1w o1o11 on 
lla1'0h II- - wCNJ.4 ella a 1D41oate tbat tlw ..net bad aat1o1-
pate4 tbat a 11111 or a •41~10111 1 .. ue wolll4 'bl 1aolu4e4 ae 
ODI ot ~e Ylbiolee tor tbl Nfllll41lllo !b11 Wo11J.4 'bl 1D l1DI 
w1 th the ezpel'1ell01 ill paet retwl41ap when, 1 t 11 l'loalll4, the 
llal'klt hae ae..-4 tbat ~~ an 11nee w011l.4 'bl pl'1oe4 10 tbat 
a l&rpr preal .. woal.4 'bl oarl'1e4 bJ a long ~bra lhort 1 .. 
ne ottered 1A ex•e'ISI aa4 bae allowed 1 te aat1o1pat1oa ot 
the leactb ot exobtar. leRe a ooatrol, • a oolle141rable ex­
teat, ~ l"'l ot 1 • b141 tor the •l'lpte•. 

!be &U'klt' • peee •• to the lelll1h ot tlw DIW hne ••• 
1n ei'I'Or tbie t1M, aa4 whla the aaaellllO-t oaae, a l'la4Jaet­
uat ot pr1oee ••• to 'bl ezpeot•4. !be extent ot the .arltet' 1 
ei'I'Or 1D pl'1o1q &D4 a OOI!p&l'liiD w1 111. tbl ezpel'1enoe 1D taoh 
ot tbl oth~~ 'l'rlanl"J' note retwl41ac operation• llaoe the bii1JI.­
D1q ot 19~ are llbeWD 1D Cbart IY. Ill ~~ obal't, tbl .arket 1e 
b14e tor· 1'1pte are OOIIp&l'ld wl\Ji tbl pl'laluae on the DIW 111\111 
ottere4 11l ex•""•· Blghte Yal.u .. are taken ae ot the ololl 
ot the aoaUI. pnor a tbl t1UAo1q - a date when the ..net 
hal DOt J'lt Mea 1atlueDOI4 bJ aJQ' Ott1e1al. 1Dtiaat10DI &I to 
the oharaotlr at tbl ... llou.l'l u.. to be ottered. '1M preld.1l&l 
Oil tbl ... 1•-• are '-kill ae ot tlw ololl ot the t1l'et 4aJ' ot 
tra41ac. 

Ill 111.1 preeeat 1aetaaoe, the b141 tor the lliW 11ne at tbl 
ololl ot Ul.e tlret 4aJ' • trading wel'l nbetaatlal.lJ 1111 Ul.aa 
thoel tor the 1'1pte Oil tlw lut 4aJ ot r.brual"J'. '!'h11 4et1o1-
IDOJ - ....... uiiC to 25/32 -- 11, 1 t will bl obeel'Ye4, the 
greateet Uow& Oil tbl ~. 
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!'he aoUoa of 1lhe hderal baana author1 t181 in exobaJII1q 
their .J'1I.De now ll.oldiqa for tM new now iaeue 11 111111&1' to 
that ~ laat Jcwellber and lut June when 1lhe 'l're&IUI'T •41 
i t1 prn1o.&a note-fol"-aote exoh•np offerlqa. On oaoll. of tll.eae 
oooail1ona, tho IWIOM'I 'banka tondero4 tll.e ent1ro &a~Ut of their 
r1pte for Oll'obnp, Mlliq none of tll.ea 1D the open aarket. 

llaoe lut .na.o, ll.ownor, tu h4oral a.aene pollq Witll. 
reepoot to eol!p011 \lOll of 1 ta Open llal'Ut AoOCIIlllt baa ~raoae 
a 11p1t1eant ..... - a oh•ap Qlob would not ba.,.. ..a. 1 t 
nrpr111~ ~ aa oc- llaftlt Oa 'ttoe followed a 41ffero?t 
::=rO::,~.,r;~:!,apl~1ll~~!1°:t:f~!:tf::e1:0~~;!b• 
boa4e durJ.q 1::11.1 laat few weell:a bT 1&111 1n the open aarll:lt.) 
Thh Menp 1a pol1oT •• 4oal t w1 tll. 1n eo• data11 b7 the r.&­eral IWMM'I llailll: of low Yorll: in 1 ta ...... , Report roleaaed oa 
llonc!aT, -..r.ll 11-. In part, the bull: aaidl 

1 !'he epa Ml"ket operaUoaa 111. whiah tll.ia bull: 
par::cwa 4Jar1u thl put )"1&1' Wll'O DOt undertall:l& 
pr1 w1 tiL a dow to afflottns 1lhe ro10ne po81-
t1• of •llber be.nll:a, 'llat rather w1 tll. a Tin to ID1"­
o111q an 1ntlaeaoe ~oward tll.e aainteD&Doe of orderlT 
oon41 Uoaa 1n tM aarll:et for GoYil'll•at aeourit181. 
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enables the arstem aore erreotiTtly to exercise an 
inrluenoe toward orderly conditione in the Go•ernment 
eeouri ty market. It enablee the BJstea to buy, wi~ 
out reetriotion as to matur1tJ, whate•er seour1tiee 
are in o•er.upply in the market in oirouaetanoes euoh 
ae existed in Bepteaber, 1939, and t o otrer in the 
urket eeour1 ties ot maturi t1ee that are in special 
and uneatietied deaand, as it did in Ronllber and 
Deoelllber 1939. • 

401 

The cha,e in Federal Reaene policy during the paet ;yea.r 
has reeulted n a aarked adjustment 1n the mtur1ty d1etribution 
ot the Federal Open Market Aooount. Thie 11 shown 1n Chart v 
in wh1oh the securit1ee held in the Aooount at the end or each 
month are distributed b7 maturity claseea. 

At the beginning or 1939t. ~t ie noted, 30 percent ot the 
Account 1 s holding a matured wi10ru.n one year, and 70 percent 
within ti•e yeare. During the year, the portfolio was gradu­
all:r le~ened b;y exchange operat1one, b;r purohaaea in the 
open aariet, and b:r bill run-orts. At the preeent tiae (&tter 
glrtng etteot to the exchange ot the June notes) about 5 pel'­
oent ot the Account aatures in one ;year, and leas than 50 per­
cent aaaturee 1n ti•e rears. 

IV. Other Doll8stio Securities Karketa 

Domestic high-grade corporate and municipal aeourit1ea 
markets re-.ined quiet laat week. High-grade corporate bonda 
made all&ll price gains, our a•erage ot the r1elda or euoh is­
sues hartng declined b;r two baa1s pointe. nelda ot 111nioipal 
bonds, as measured b;y the Dow-Jones a•erage or the ;rielda ot 
twentr 20-rear bonde reaained unchanged. 

'!'he largeet new i11ue brought out during the week was the 
$18 ailliona ortering ot JO-year bonda by the Elgin, Joliet and 
Eaatern Railway 0ollp&n7. '!'hue bonde were aold at pr1ou to 
yield 3.17 percent. 'l'he;y were reported to haTe acTed slowly 
on the da7 or iaeue. Intereat was at1ll centered in the large 
long-tara iaeuea ot the Bethlehem Steel Corporation and the 
ICentuct,y Utili ti'es Oo~~pan,y wh1oh were ortered on Februar.r 29. 
Portions or these issues IIOTed alowl;y, and both iaeuea were 
eell1118 at sMl.l d1soounta rroa their otter1ng priou at the 
end or last week. 
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v. roreign Beouritiea Markets 

The moat important development in the high-grade aeouritiea 
aarketa abroad last week wae the announcement in Great Britain 
ot the new war loan. This loan will amount to ~JOO ailliona and 
will be raised b7 an issue ot J percent 15-19 7ear bonds ottered 
at par. 

In the light ot our own poliOT and experience with reeneot 
to the pricing ot new eeouritT ieeue• tor the Government, it i1 
interesting to observe the practice followed b7 the Briti1h Gov­
erMent. Th1e ie brought out in Chart VI vh1oh shove the Tielde 
ot eeleoted Britieh Government 1eourltlee at the olo1e on 
March 5, Just prior to the announo .. ent ot the new loan. The 
Tield ot the new i1aue at ite offering price of par ie ehovn a1 
a line rather than a• a point, in order to give due empha11l to 
both final aaturitT and earlieet call date, The issue, it would 
appear, is priced Just about in line with the market. 

On other occasions, it will be recalled that the Britiah 
Government baa priced iaauee on a yield basil lover than the 
market tor ieauea of comparable term and oall period would eeem 
to JuatitT -- antioipating, ae it were, that the market would 
move up while the books were open, thus Juetitying the Tield 
on t he new aeourit7. This appeara to have been t he procedure 
in January when a new 2 peroent J-5 7ear bond was offered to re­
tund an ieeue ot 4-l/2 percent bonde called tor repay.ent. In 
this inetanoe, however, the market tailed to aove aa anticipated, 
and as a result the refunding was onl7 partiallT euooustul, 
boldtre ot more than a quarter of the iuue (wh1oh totaled 
~350 a1ll1ona) a4v1a111g the Treuury that thaT would n.ot aootpt 
the new securities but would prater oaeh eettlement. 

The new loan ie the tiret long-tara ieaue offered b7 the 
Bri tieh Government durillg the praeent war. Previoue new moneT 
borrowing baa bean whollT abort-term through the ieeuanoe of 
Treaeur7 billa (about •JOO a1llione einoe the outbreak of war) 
and the ealt ot national aavinge oert1tioatu and ehort-term 
detenae bonde (about ~00 aillione reali~ed in the first tit­
teen wteke ot the ealea campaign) . 

Attnollllentl 
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