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PARAPHRASE OJ' TELEGRAM RECEIVED 

J'ROM: .Amerioan Embassy, Rio de Janeiro 

NO.: 117 

DATE: Haroh 19, 1940. 

Ref'erence is made to the Department 1 e telegram 

no. 76 of' Karch 18, 1940, 2 p. m. 

I aa inf'ormed by Aranha that he is willing tor the 

Government of' Brazil to promise that it vl.ll 1adv1ae 

bondholders in advance of' purchases • et cetera, et 

oetera, as set torth in the inquiry ot the Foreign 

Bondholders Counoil, and he is reasonably sure that 

this Vill be agreed to by the Minister ot Finanoe. 

Aranha Vill go to see Bouza Costa in Poooe de Caldaa 

Baturda;r. They Vill d1eouaa the matter and Aranha 

will then send ae a vrittsn reply to the question. 

CAFFERY 

1 
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PARAPHRASE OF TELEGRAM 

To: Secretary of State, Washington . 

From: American Embassy, Madrid . 

Dated: March 19, 10 p . m. 

Rae 1 d: !4arch 19, 1940, 10: 33 p .m. 

No . 51 

The significance of an Anglo-Spani sh commercial 

agreement was announced in the Spanish press today. Al­

though no details have b een made public I am advi sed 

confidentially by the British Eobassy that the agreement, 

wb.icb will become effective April l , make s no provision 

for quotas or t ariff concessions but rather i s a 

financ ial arrangement for the purpose of liquidating 

sterling credits arising from trade in the past end a 

cleari ng agreement to promote trade in the future . 

The Bri tish agreement includes a loan agreement 

whereby a eum of 2 , 000,000 pounds will be advanced to 

the Spanish Oovernoent for the purchase of commodities and 

new materials originating in the • s t erling area", and a 

further eum Will be made available together with t he 

nearly 2 , 000, 000 pounds hel d by the Bank of Engla.nd to 

the credit of Spain under the cleari ng agreement concluded 

in 1936 to m9ke possi ble an i mmedi ate payment of f ifty 

per cent on outstanding blocked commercial credits. 

There 

2 
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There will be no further payment until 1942 after 

the initial payment of fifty per cent. Beginning in 

January 1942 50, 000 pounde will be made available monthly 

from current clearing receipts. This amount i s estimated 

to be sufficient to make possible a further payment of 

ten percent in 1942 and each year t hereafter t hrough 1946 when 

liquidation of these accounts should be conc luded. 

The agreement covers the followi ng debts: 

1 . All debts which under the 1936 payments agreement 

are already awaiting transfer; 

2 . Al l other debts resulting from British exports 

and reexports to Spain as well ae royalties, insurance, 

and other financial payments from Spain to t he United 

Kingdom which fell due before Aoril 1 of last year; 

3. Amounts due acceptance houses in London on acceP­

tances covered by terms of the Spanish exchange control 

office outside t .he clearing agreement of 1936. 

Payment of interest on the loan Will be made from the 

oeginning but no repayment of capital will be made by 

Spain until 1942; repayments in ten eaual annual install­

ments will thereafter be made from funds for this purpose 

obtained f rom "eterling receipts paid into a sterling account 

established under the clearing agreement. It is provided 

in the clearing agreement that all sums due for Spanish 

goode exported to the United Kingdom ehall be pai d into a 

sterling 
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sterling current account at the Bank of England set up in 

the name of the Controller of the Anglo-Spanish Clearing 

Office. After making provision for service on the loan the 

sums paid i nto this account will then be allocated as 

f ollows: 46 per cent for Spanish purchases of goode from 

the United Kingdom and payments of freight chargee on British 

vessels between the two countries; 46 per cent to cover 

Spanish purchases through firms in the United Kingdom of 

merchandise originating in certain parts of the British 

Empire and other countries within the •sterling Area• (by 

"sterling area• is meant the British Empire, including 

Egypt, t he Sudan and Iraq, but excluding Canada, Newfound­

land and Hong Kong) and f reight charges on British vessels 

between any of these countries and Spain; the remaining 

10 per cent is for payment of insurance and reinsurance 

premiuce, patent tees, royalties, interest and other 

financial payments due from SpPin to the United Kingdom 

ot a revenue nature, exceot that by agreement t he amount 

reserved tor these f1nanoi 'l.l payments for the year 1940 

~ball not exceed 400, 000 pounds sterling. The pa~~ente 

agreement will become effective on April 1 and will continue 

in force until September 30, 1940 and thereafter unless 

denounced on one month1 e notice by either country. Although 

the exchange of specific comnoditiee is not provided for 

under the clearing agreement, I am informed t hat an additional 

confidential 
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confidential protocol has also been concluded under which 

various Spanish oo=odities needed by Britain in connection 

with war purposee and 1noluding specifically pyrites Will 

be purchased by private Britiah firms. 
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Statement of Secretary ::orgenthau Before t h e 
Senate Comnittee on Banking and Currency, 

!larch 19, 1940. 

As I underetand it , t his Committee io considerinG a bill 

pt•opoeed by Senator Townsend, the effect of which would be to 

torn.l.nnto all power and authority of the Pt•esident, the 

Soorotary of t he Treasury, and l'.ny othot• a{';enc:: in the Exeouti vo 

branch of the Gove~·nr1ent w.1. t!l respect to the acquisition of 

silver (except ne··l;;r- oineci donostic silver acqu.l.red pursuant to 

section 4 of the Act of July 6, 1939), and also to t croinate 

any orders, regulations, and other action taken ·~ith r espect to 

silver. The bill uould also t orminnte the existing 50 perocnt 

profi t s tax i mposed on transfers of silver . 

I assume tha t the Sommitt oe , i n detol~ininc what should be 

the futuro policy of t he United States ~11th respect to silver, 

would want to be fully informed as to 11hat we have been doinf; 

dul'i nc tho last six years to carry out the dut i es and 

ree~oneibil1t1es that have been placed upo~ us by the Silver 

Purohc.so Act . Accordi ngly, I have brou::h t w.l.th ce today 

records of our acquisitions of silver since 1933. I have also 

bt•ought with me members of tho Treasury staff who will be able 

to eu·)ply the 00l'llL11tteo Hith any avail~>.ble infornation oonoern-

1n(' the administration of t he Silver Purchase Act and the 

no~uieition of silver . 

I have had prepared for tho oonvonionce of t he Committee 

succary t abl e s sho~nc t he silver contracted for by t he 

~roasur!• , the acquisitions of ellvor by the Treasur:.·, and the 

6 
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imports of silver into the United Stntos since 1933 . I should 

lil~e to mention t hat the difference bet>•een the figures of 

silver contracted f or and the fiGures of silver acqui s itions 

shol'Tl in the tables lies in t he fact t hat t he fir!<t set of 

fic-ures 1•ecords t he s ilver purchA.seC. r egr.rdless of when delivery 

i s to b~ made; end the acquisition firrures record the actual 

silver received by t he mints and asa~y offices purau~nt to such 

:purchases. !ncident l'.l ly it is t he l r ttcr f1cur es ~thich hnve 

been ::~nde public froo time t o ti-:~e and r'>!>BAr in the r.~onthly 

Bulletin of the Treasury Depertnent. I n i gh• ~leo mention t hnt 

none of t hese fi(!urcs includes ecquisitions of nmdy-o ined 

domest i c silver or silver lfh ich wns n~>tior.clized :lur eur.nt to 

t he Executive Orde1· of August 9 , 1934 . 

I would also l~.!te to l enve ~·ith you1· Comnit tee eeveral 

stt teoents w:,ich r.re a co.lsolidation of I'll s ilver ) Urc!lnses 

up to Febr uary 15, 19~0 . Theso conaolidnted strtcnent s were 

preyored for the use of t h i s Co·mittoe i>y our fi scr.l acent, 

the Federa l Re oerve B~>nlt of :lew Yot•l: , a t the direction of t he 

Treasury Department. These stntements show t he country ~thich 

i s the source of silver ;:>u<·chr sed by t he Trel'sury wherever 

such inforoation was known to the Treasury. 

I pre suoe t he Committee is also interested i n figures 

showi ng the relr.tive pro) ortions of told nnd silver in the 

monetary stocks of the Uni ted Stat es a t vnrious dc t es. I have 

here a statement of such fit urcs for t he use of the Conmittee . 

You will note that notwithstand1ne continued acqui sitions of 
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silver, both domestic and foreiGn, by the Treasury durincr the 

six year period, the ratio of silver to our total monetary 

stocks has not reached t he r atio stipul ated in t he Silver 

Purchase Act . The obvious reason for this has been the increase 

i n our gold acquisitions. 

In order that t he Committee muy hnve before it n complete 

pi cture of the silver acquired by the United Sta tes since 1933 

the Depart ment has £>~so pr e;o:>arec:' a stntcment s~mrinc the amount s 

of newly- mined dooestic s ilver and nationalized silver acquired 

since 1933. 

I have rlso :o.>rcpared n statement showin: the amounts 

collected each yenr by virtue of t he 50 nercent silver orofit s 

tnx. You will note thnt the nnow1t of trxes collected in each 

of the first three yenrs of the silver >refits tax is substan­

tially creater tiu.n t~1e anount of tr.x collected in erch year 

thereafter. One reason for t his is t hat the yield of the tax 

is h i r;hcr durin(. a period of ris1nc silver prices than durine; 

a period of st eblo or declinin~ silver prices . 

The Committee may have a number of questions which it 

would l i ke to ask i n connection with these t ables. The members 

of cy staff, who arc her e with me today, are avail~blo to 

answer such inquiries. 

I should Plso like to ex,,lain how we have been purchasing 

silver. Firetl .·• , we acquire silver for s·>ot deliver y . That 

means that the silver is deliver ed t o us no later t han the 

workin:. day follol •incr the purchase of t:\e silver . Generally 
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speaking, silver which we ~urchase for s~ot delivery comes from 

the stocks or inventories of refininc coopanies, or other dealers 

in silver such as bankin& institutions, etc . Secondly, silver 

whi ch is newly-mined silver ,!ll'oduction of foreir:n countries is 

purchased by us for future deli very, Under our present practi ce 

we permit up t o 5 months' time for delivery of silver thus 

pur chased . Thirdly, the Treasury acquires silver ~ursuant to 

s;,ecial arran(el!lente Pith certain forei gn countries . The 

Trepaury nor mally requires th~t the silver which lt purchases 

bear the stam~ of a ref i ner y located i n the United Sta t es; and 

in cerryin~ out t he silver purchase proc rao, t he Treasury has 

sour·ht to d iver t t o Ameri cE>.n r efininL companies a co11s iderable 

amount of busi ness 1~hich othe1•wiee would have r.one to foreie n 

r efiners. 

In all t he i nstances in tth ich t he Treasury purchased 

silver directly froo a forei _n government t he r>rice ~1hich t he 

Treasur y paid for t he silver did not exceed the market price 

for silver prevai linc at the time of the purchase . This was, 

of cour se, also t r ue of all other purchases of silver under t he 

Silver Purchase Act . 

As you know, t he Treasury ~as made s)ecial arrangements 

with various forei~:n countries relntin:; to t he purcht'.se of 

silver . The first, and perhar>s t he most i mport ant of such 

arrangements, was made with c :11na . In June, 1936, and from time 

t o time ther eafter the Treasury entered into arrancements with 

Chi ne pursuant to which it acquired ap,roxiontely 565, 855, 000 

ounces of Chinese s i lver , 
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3eginning with January, 1936, l'.nd up to Harch 31, 1938, 

the Treaoury had a special arrangement with Hexico pursuant 

to whioh Mexico had the privilece of offering to the Treasury 

up to 5-million ounces a month of newly-mined 1-iexican silver 

production. lie permitted this epocial arrane;ement to expire 

10 

on l·inroh 31, 1938, and it has not been renewed. I ince then 

Hexioan newly-mined silver has been im~)orted into the United 

States and has bee:! offered for so.le on the l!ew Yorl~ market . 

Such silver when acquired by the Treasury is pcquired as any 

other silver in t i1is country and benrs t!le star.:p of an A:.1erionn 

refinery located in this country. 

The third special arranc;emont is the one ~Thioh the Treasury 

has with Canada. Pursuant to this nrl•angement Canada is given 

the pr1vile~e of offering to us up to 1,200,000 ounces of 

newly-mined Canadian silver monthly, This arrangement is on 

a mont hly basis and continues 1n full operation and effect, 

Pursuant to mandate of Con~ress the GoverP~ent has acquired 

a lar,?;e stool: of silver. In nore recent yenrs there has been 

~reater stability in the price of silver than in prior years. 

::any countries with whom we hnve friendly relations have, 

or :'roduce, substantial quantities of silver and it 1s very 

helpful t o such countries tha t they be able to use such silver 

1n order to !lequire needed dollar exchMf.:e. If there '"ere to 

be a subst ant i Rl decline in the '?rice of silver such countries 

would suffer, and 1•ould of necessit:• ourtl'il the!r purchases of 

coomodities in t his country nt the ver:: tine 1•e are eager to 1m­

prove our forei~ n trade r.nd our forei_n relations. This 
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Committee is fully cognizant of the troubled condition or 

11orld commerce. I hope you will agr ee tha t this is not the 

ap~ropriate time to inJect anot her dieturbinB element into t his 

c•lrof'dy chaotic situation . 

~hie Committee has been authori zed by the Sena t e to study 

and reco:nmend a nptional monet a r y and banl:in£: :'olicy and to 

co:~sider f'.nd recommend tho oha1•acter or : over!lmental or.o!1inery 

best calculated to carry out such a policy . Such a st udy, 

I assume, would be coopreheneive in its nature and would 

necessarily i nclude a study of t he entire silver probloo end 

t;1o relation of silver t o the other :}r oblems in t he monetar y 

f1old . I t seoms to me that the wise course is to r e -examine 

our silver purchase procrr am i n tho 11:-:ht of t he entire monet ary 

structure rather t llnn attempt t o treat it independently and 

pr ior to the coopletion of such a study . 
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Year 
and 
month 

193a 
193 
193g 
193 
1937 
1938 
1939 

1939-Jan 
Feb 
Mar 

Apr 
May 
June 

July 
Aug 
Sept 

Oct 
Nov 
Dec 

1940-Jan 
Feb 
Mar 

. . 

Tabl e I 

Net Imports, Mint Acquisitions and Treasury 
Purchases of Foreign Silver, 1933 to date 

(In millions of ounces ) 

Net Treasury Hint 
Imports purchases of acquisitions 
lL foreign silver of foreign silver 

117. 7 -
170. 8 ?16. 1 112·~ 
525. 7 597 · 4 lj.91j. · 
39a· 7 185. 2]1 . 9 
19 · 9 2~5· 0 241.~ 
516 . 8 lj. 9· g 355· 
177. 4 159· 282. 8 

2o. a 30. 2 41.3 
18. 14. g 21. 2 
12. 4 17 . 24. 6 

11. 9 16 . 6 26 .1 
1a. o 25. 8 24. 7 
3 · 5 25. 6 32. 2 

11!-. o 10. 1 28 . 6 
9· 5 1. 5 22 . 8 
9· 1 . 2 17. 8 

15. 4 :) . 1 11 . 4 
10. 6 6. 1j. l g · 3 

8 . 3 8. 0 1 . 8 

15. 4 12. 8 14. 0 
10.~ 

( 2 ~1oeks 
13. 0 

7. 4 
20. 9 

Total 2,123 . 3 !I 1, 896. 7 1,853. 4 

12 

Treasury Departcent , Division of Monetary Research March 1S1 194o 

!/ Based upon the Conmerce statistics of monthly imports and 
exports of silver converted to ounces by dlviding by the aver­
age monthly price of §11 ver in Nel·' York as r:1 ven by the 
Bureau of the Mint . Included .in net import~ ar e about 2. 8 
million ounces of silver from the Phllippine Islands received 
by the U. S, mints undor the classification of newly-mined 
domestic silver. 
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Table II 

CONSOLIDATION OF ALL SILVER PURCHASES FROM 
Tffi: EnACTMENT OF THE SILVER Ftmc·r;.s.: ACT O!l 

JUNE 19, 19311- TO DEC . 11, 1935 - ·./ITH - PURCHASES 
FROM DEC . 12, 1935 TO FEB. 15 , 1911-0 

Figures are shown in t housands only. l~en 500 or under , the 
amount has been dropped, when over, it has been added. Thio 
apol1os to bot h the ounces and tho dollars on this summar~. 

!'IE !IT <5Li 15F 
June 1 II- to Doc. 11 lQ Dec. l 2 1 

Source ozs . • ina oat ozs. 

NEW PRODUCTION SILVER 

Countr ies south 
or the u. s. 

~6, 834 24, 366 Various countries 
~ s - ) -

Mexico 72, 11-93 11-5, 9211- o, S33 26, 500 
J.lexico under 

agreement - - 12;2,010 55 ,122 
Sub-Total 72 , 4"93 45, 924> 240, 677 105, 995 

Various Countrie s 
(not identified ) 84, 754 35 . 987 

All Canada 62 , 501 26 ,s 16 
Tot al New Pro-

$45 ,2211- ,>168 1858 a:uetlon !hiver 12,11-9:2 281, 228 

• • • • • • • 

T 
ozs • • oat 

56, 8311-
133. 326 

$ 211- , 466 
72 , 211-

12;2 , 010 
313 ,176 ~~ · 12~ 1 ' 91 

Sll-, 7511- 35 . 987 

62 , 501 26 , 816 

11-60, 421 $214 1182 
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Table II , {continued) 

PE:RIOD OF 
4 to Dec . ll 1 ec . l2 0 

Source ine ost ozs. • ozs • oat 

TRADING AND INVENTORY SILVER 

New York 174, 491 112,026 $ 49 , 63S 

• • • • • • • 
OTHER PURCHASES OF SILVER 

Various Countries 
60 Canada Sl <; 6, 6S7 $ 2,S75 6, 768 $ 2, 935 

London 460, 716 2S7,09a 32,082 14, 822 4t2, 7~8 301 , ~17 

All others 75 , 422 4612S 22~.422 260. 211 6 818 4 }07, 92 

Total other tur-
236 . 219 $}33. 739 6}21121 $278,608 11168.410 $612, 347 

cEases of si~ver 

Grand Tot al 182 1202 ~4zz .422 1 1122 1122 ~42Z a lo4 l a212 a228 12Z4a222 
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Table IV MO!IET..\RY STOCKS OF GOLD AND SILV"....R 

(In m~llions of dollars - on basis, ~ly Treasury statements , revised) 

End of fiscal yePr or month 

1934. 
1935 
1936 • • 
1937 • 
lC'3S 
1939 • 

1939 Jan 
Feb 
Mar 

Apr 
l-ia_y 
June 

July 
AU!( • 
Sept 

Oct • 
Nov •. 
Dec •• 

1940 • • . . Je.D • 
Feb* 

* Preliminary 

• 
• • 

Divis i on of Monetary Research 

Gold ( $35 per 
fine ounce) 

7,856. 2 
9, 115 .6 

10, 608. 4. 
12 , 318-3 
12, 963 . 0 
16,110. 0 

1~ . 6gl. 4 
14, 874.. 
15,258-2 

15,790. 6 
1 '> , 956-7 
l b, 110. 1 

16,2~8 . 0 
16,6 5· 7 
16, 931.5 

17, O~l1 . 4. 
17,3as . s 
17, 6 3-6 

17,931. 0 
18,177· 5 

Silver ($1. 29• per Ratio of Silver 
fine ounce) to Gol d and Silver 

1n Monetary Stooke 

8~·f, . 2 10. 3 
1,4.63.1 13. 8 
2,24.9· 5 17. 5 
2,54.2 .1 17. 2 
3,066 . 4. 19 . 1 
3.595 · 3 1S. 2 

3,4o4. 8 18. 8 
3,4.39· 4 18. ~ 

3, l 77 · 9 18. 6 

3 , 518. 0 18.2 
3. ~"'5 - t 18. 2 
3. 05. 2 18. 3 

3,64.9. 1 1!! . 3 
3,682. 4 1g. l 
3, 709 . 8 H1. 0 

3 . 7~3 - 7 17-9 
3. 7 2. 0 17. 8 
3.790. 2 17- 7 

3 , 817 . 6 
3 , 838-7 

17. 6 
17 . 4. 

Ml\rch 18, 1940 
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Table V Silver of Specified Classi fications 
Acquired by !-lints and Assay Offices 

(In millions) 

Ciilendar Newly mined Nationalized Y Foreign }/ Total 
year or domestic lL 
month Ounces Do11prs Ounces Dollars Ounces !5o11ars Ounces llollnrs 

1934> 21.8 14. 1 110. 6 55· 3 112. a 86. 5 304 . 9 lag· 9 
193g 3S. o 27- 3 2. 0 1. 0 494. 318. 2 534. ~ 3 · 5 
193 61 . 1 47 - ~ . 4 . 2 271 . 9 150· 3 333 · ' 1~7 - ~ 
1937 ]0. 6 t · 241.~ lOS . ] ~12 . 2 1 3· 

1938 61.6 2. 2 355· 156. 9 17.1 19Cl. l 

1939 60. 7 39· 9 282. S 120. 5 343-3 li:io. 4 

1939-Jan 4. 5 2. 9 41.3 17 . S 45. 8 20. 7 

Feb 5.1 3· 3 21.2 9.1 26 . 3 12. 4 

?!ar 5· 4 3· 5 24. 6 10. 6 30. 0 14. 1 

Apr 4. 9 3· 2 26. 1 11 . 2 31. 0 14. 4 

May 4. 7 3-0 2lt. 7 10. 6 29- 3 13. 6 

June 5· 5 3- 7 32. 2 13. 8 38. 0 17· 5 

July 5· 4 3. 4 28. 6 12. 0 33 · 9 15. 4 

Aug 3. 1 2. 0 22. 8 9· 7 25-9 11. 7 

Sept 3· 0 2. 0 17. S ] .7 20. 8 9· 7 

Oct 7. 2 4. s 11 . 4 4. 9 1S. 6 9· 7 
Nov 6 . 5 4. 7 1~ · 3 6. 3 21.8 lO. S 

Dec 5· 1 3· 0 1 . 8 6. S 21. 9 10. 4 

1940-Jan 7· 3 5. 2 14. 0 21 . ~ 

Feb 4. • 2 20 • 2 • 

roo.sury eprrtment , iv sion o . onetary Research Mt>r ch 1 1 1 . 
!/Acquired at 64. 64+ cents per fine ounce until April 9, 1935; at ]l . lll cents per fine 

ounce from the.t dete until April 23, 1935; at 77. 57+ cents from AprU 23, 1935 to 
December 31, 1937 ; at 64. 64f cents per fine ounce from December 31 , 1937 to July 1, 1939; 
and at ]1.11f cents since Jul" 1, 1939· 

g/Acquired at 50. 01 cents per fine ounce . Exec. Proc. of August 9 , 1934, r epealed 

April 2S, 1938. 
1(Acqu1red at v~rious prices averaging appr oximately 52 cents per ounce . 
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Tnblo VI 

AMOUNTS COLL:.:CTiD ?Ui1SUAN7 TO 5c(. S!LV_R PROFITS TAX 
(Soc . 1805 Int . nev. Code) 

Fi scal Year 

1935 

1936 

1937 

1935 

1939 

1940 (first 7 months) 

Total 

Amount 

;,il, l49 , 390 

6S5,1SS 

633 . 712 

142,107 

261 , 772 

131,02S 

~3 . 003,197 

During this period approximately 25 ,000 returns >~are filed 

with respect to this tax , 

0 0 0 

18 
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l'AlW'BRASE OF TELEQRAM RECEIVED 

J'RON: American Embaeay , Rio de Janeiro 

NO. : 119 

DATI: Karch 19, 1940 

Reference is made to Department ' s telegram no. 72 

of March 15 and to my no. 114 of March 16. 

The states and municipalities have already been 

notified by the ~!inistry of Finance that they should 

prepare to make the necessary payments in milreis. 

These payments are to be depoei ted v1 th t he Bank o f 

Brazil, 'Whic.h will be charged v1th distributing foreign 

exchange to the paying agents abroad. For your confi­

dential information, it is hoped by the Ministry of 

Finance that it will be possible to distribute t he total 

amount of foreign exchange which 1e payable in April 

at one time rather than to distribute it piecemeal a• 

the m1lreie are deposited by the several states. 

I netruoticne to the paying agents f or the individual 

loans are now being prepared by the Government. These 

i nstructions may be received by the paying agents by 

the last part of next week. 

With reference to details regarding J.rtiole III, 

I am still awaiting the delayed return of the official 

mentioned from Pocoe de Caldas. 

EJ.:EB 

19 
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Staten:ent of tiecretcry t·orgenthau Before the 
sen~te Committee on Banking and Currency , 

t·arch 19 , 1940. 

/•s I understand i t , thls COITDI11ttee 1s considering 

20 

a bill proposed by Senator Townsend, the effect of which 

would be to t erminate all power and authority of the 

Frcst dent , the Secretcry of the Treasury , and any other 

arenc:v in the Executive branch of the noverTU!Ient wlth 

respect to the acqu1stt1on of s ilver (except newly-m!ned 

dorr.estt c silver acquir ed pursuant to section 4 of the 

Act or July 6, 1939) , and also to terminate any or ders , 

r eg-ulati or.s , end other act ion taken with r espect to 

silver . The bill would also tert::1nate t he exist ing 

fifty porcent profits tax imposed on transfers of 

s!lver . 
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- 2 -

I assume that the Coi!Ul\1 ttee, in determining \'lha t 

should be the future policy of the United States wtth 

respect to silver , would want to be fully informed 

as to what we have been doing during the last six 

years to carry out the duties and responsibilities 

that have been placed upon us by the Congress . 

Accordingly, I have brought with me today records of 

our acquisitions of silver since 19~3 . I have also 

brought with me members of the Treasury staff who will 

be able to supply the Committee with any available 

information concerning the administration of the 

Silver Purchase Act &nd the acquisiti on of silver . 

21 
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- 3 -

I have had prepared for the convenience of the 

Co~rr.1t tee summary tables showing the silver contracted for 

by the Treasury , the acqu isitions of silver by the 

Treasury, and the imports of silver into the United States 

Since 1933. I should like to mention that the difference 

bet'.'Jeen the figures of silver contracted for and the figures 

or silver acquisitions shO\'Jn in the tables lies 1n the 

fact that the first set or figures records the silver 

purchased regardless of \'/hen deli very 1 s to be !:'.8de; and 

the acqu 1s1 t1on figures record the actual silver received 

by the mints and assay offi ces pursuant to such purchases . 
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Incidentally it is t he latter figures which have been 

made public from time to t ime and appear in the monthly 

Bull etin of the Treasury Department . I might also ~ention 

that none of these figures include acquisitions of newly­

mined domestic silver or silver which was nationalized 

pursuant to the Executive Order of August 9 , 19~4. 

I \·;oul d also like to leave with your Committee several 

st atements which are a consolidation or all foreign 

silver purchases up to February 15, 1940. These 

consolidated staterr.ents were prepared for the use of 

this Co~mittee by our fiscal agent , the Federal Reserve 

Bank of New York , at the direction of the Tr easury 

Department . These statements show the country which is 

the sour ce of silver purchased by the Treasury wherever 

such 1nforma t1on was kno\'m to the Treasury . 
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I presume the Committee is also interested in 

figur es showing the rel ative proportions of gol d and 

st lver in the monetary titocks ot the United States at 

various dates . I have here a statement or such figures 

for the use of the Committee . You will note that 

notTI1ths tanding continued acquisitions of silver , both 

domestic and fore i gn , by the Treasury during the stx 

year period , the ratio of s i lver to our total monetary 

stocks has not reached the ratio sti pulated in the 

Silver Purchase hCt . The obvious reason for this has 

been the !~crease 1n our gold acquisitions . 

In order that the Committee may have before it a 

compl ete picture of the silver acquir ed by the United 

St ates s tnce 19~ the Department has also prepared a 

statement showing the amounts of newly-mined domestic 

si lver and nationalized s ilver acquired s ince 1933. 

24 
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I have also or epared a statement showing the 

cnounts collected each year by virtue of the fifty 

rercent si lver profits ta:x . You will note that t he 

amount of taxes collected i n ecch of the first three 

years of the silver profits tax is subst~tially 

greeter than the ~ount of tax collected in each year 

the r eafter . One r eason for thi s is that t he y ie l d of 

the tax is hi gher duri ng a period of rising silver 

prtcP.s t han dur ing a period of stable or decl ining 

silver pr ices . 

The Cor.Edttee cay have a number of questions whi ch 

it v;oul c! like to ask i n connection with these tables . 

The mer.1bers of my staff 1 v;ho are here with me today 1 

are ava1latle to ans\·:er such inqui r ies . 
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I should also like to expla in how we have been 

purchasing silver . Firstly, we acquir e silver for 

26 

spot delivery . That means that the silver is delivered 

to us no l ater than the working day !ollov;1ng the 

purchase of the silver . Generally speaking, silver 

which v:e purchase for spot dellverv comes from the 

stocks or inventor ies of refining companies , or other 

dealers in silver such as banking institut ions , etc . 

Secondly, silver \'lhich is newly-n1ned silver production 

or foreign countri es 1s purchased by us for future 

delivery . Under our present pract ice we perm1 t up to 

five months ' time !or del i very or silver thus purchased. 
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Thir dly, the Treasury acquires silver pursuant to 

special arrangements with certain foreign countries . 

The Treasury normally r equJ r es that the silver which 

it purchases bear the stsmp of a r efinery located in 

the United St atos ; and in carryinf out the Silver 

purchase proeram, the Treasury has sought t o divert to 

American r efintng cocpanies a constderable amount of 

business which otherwise \':ould have gone to foroign 

refiners . 

2? 

In all the tnstances 1n which the Treasury purchased 

silver directly frore a foreign governreent the price 

1·1hich the Treasury paid for the silver did not exceed 

the market prtce for stlver prevail1n[ at the time of 

the purchase . Thls was , of course , also true of all 

other purchases or silver under the Silver Purchase Ac t. 
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As you know, the Treasury has made speci al 

arrangements with various !ore1gn countries relating 

28 

to the purchase o! silver . The !1rst, and perhaps the 

most important or such arrangements was made w1 th China . 

In June, 19~6, and from time to time thereafter the 

Treasury entered 1nto arrangements with China pursuant 

to which it acquired approximately 565,855, 000 ounces 

or Chinese silver. 

Beg1nn11"'.g \'11th January , 1936, and up to 

}.'arch 31 , 193€ , the Treasury had a special arrange!"1ent 

w1 th }.:ex1co pursuant to wh 1ch l.!exi co had the privilege 

of offer i ng to the Treasury up to 5-milli on ounces 

a month of newly-mined l.!exican silver production . 

We permitted this special arrangement to expire 

on Uarch 31, 1938 , and it has not been renewed . 
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Since then t:exican newly-mined silver has been imported 

into the United States and has been offered for sale 

on the New York market . Such silver when acquired 

~Y the Trcusury 1s acquired as any other silver 1n 

tt•s country and bears the stan:p of an Ju::ericen r efinery 

loceted in this country . 

Tho t h lrd special arranf!eClent i s the one v:l'tich tho 

Treasury has with Canacla . Pursuant to this arrangement 

CanEda 1S given the privilege of offering to us up 

to 1 ,200, 000 ounces of nm·1ly-1""ined Canadian silver 

rr.onthly . This arra~~e~ent 1s on a monthly basis and 

continues ln full operation and effect . 
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Pursuant to mandate or Congr ess the Government 

has acquired a large s tock of Silver . In more recent 

years there has been greater stability 1n the price or 

silver than 1n prior years . !.:any countries with Vlhom 

3fl 

we have friendly relations have , or produce , substantial 

quantities of silver and it is very helpful to such 

countries that they be able to use such silver 1n 

order to acquire needed doll ar exchange . If there 

were to be a substantial dec line tn the price of silver 

such countries would sur !er, and would of necessity 

curtail their purchases of commod1t1es 1n thi s country 

at the very time we are eager to improve our foreign 

trade and our foreign relations . This Cow.mi ttee is fully 

cognizant o! the troubled condition or worl d commerce . 
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I hope you will agree that this ls not the appropriate 

time t o i nject a nother disturbi ng element into this 

already chaotic situation. 

This Committee has been authori zed by the Senate 

to study and recommend a nat! onal monetary and banl-:1ng 

pol icy and to consider and reco~~end the charact~r o! 

r ovnrnmental mach inery best calculated to carry out 

3l 

such a pol icy . .:iuch a study , I assume , would be 

con:prehens1ve in 1 ts nature and would necessarily 1ncl ude 

a study of the entire s 11 ver probl em and t he relation 

of silve r to the ot ter pr obl ems in the monetar y fie l d. 

It seems to me that the wlse course 1s to r e- examine our 

Silver purchase pr ogram in the light of the enti re monetary 

structure rether than attempt to t r eat it independently 

End pr ior to t he compl etion of such a study. 
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I hope you will agree that thi s i s not the appropriate 

time t o inject another dist urbi ng e l ement into this 

alr eady chaotic situation. 

This Committee has been authorized by the Senate 

to study and recommend a nati onal monetary and banl~ing 

policy and to consider and reco~end the character of 

eov~rnmental mach inery best calculated to carry out 

31 

such a policy . Such a study , I assume , would be 

comprehensive in its nature and would necessarily 1nclude 

~ study o! t he entire silver problem and the relation 

of silver to the other problems in the monetary field . 

It seems to me that the vnse course 1s to re- examine our 

silver purchase program in the light of the entire monet&ry 

structure rather than attempt to treat it Independently 

8nd prior t o the completion of such a study . 
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TR EASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

lf&roh 19, l9to 

lll!MOIWliXJK FOR !II& SICRJ'UBT 

Yeaterday morniQg Yr. Joseph c. Green, Chief of the DiTieion of Control• , 
State Department, o.ooompan.ied by llr. Lllwrenoe Duggan, Chief of the DiYhion 
of American Republioe, Kr. Selden Chapin, Chief of the Liaison DiTieion, 
breu&ht to f1;f offioe Senor Bianchi, the Chilean Ambaoaador to SpaiD who 1a 
now in this oountry on a apeoial o.rma purcho. .. , and lf&jor lf&r1D, hia auh­
tant, for the diaouuion of ordnance -teriel whioh it i .s desired to procure 
in the United Statea. 

Thia ..rternoon I reoeiTed from Kr. Chapin a liat of -teriel whioh they 
deaire to puroho.se whioh baa been forwarded to both the Ars:f and the II&")' 
tor aotion. 

Although I underatood from the Amba.saador that he had been in this country 
three montha, yesterd~ waa the first time I had heard of their wiahea 
with reference to the -teriel they -.nt to purchaae. 
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.. , ... Mft la a\rte••• ...taa- ~ ,. .... te elfUial .tea el 4allar 

.. avuha ~ .- l rtu• 0...~••· n h-r .......... tawlt ...-. c,..._ 
tel.,lloM lila &ate Une\J., to liP. Pa ... U 1 1 allll •• _, ... r._ \M 

J rl \hk otlldala. 

1 bl .. uttu•l, . ,__. ...... ~··ntu., ~' u.. .... *• -. 
arl\11111 ~-• le ctd .. Ia r.pri \a _,_, -'"• • We ..,.._, 
.....U M oeaa!.MrM e\PU\J., 10attf.n.Sal. 

I Mw 'UIIler..-. Ulat ..... 4a\a Wll ao\ M .a\11.... I)' •te 
J laelua f rMllll U• ..._ .... , •1181 \he tl •r-• ill"• la Matl4•- ~ 
\U 1'1\hll \ 0 ......... 01' 1-llfJ' 01' wppl-a\ O'V tl&IIJ'II V~.le~ are 
• h,..A.J' bel .. JPII)olldM 1IJ' Ulle ~ . .. _.,, llt1'\~,_.,., I U ft preat ... 

\b.\ \lao lP• ~1•111 11&1 oll\al_. l a \M p .. \ ta \ lle f''o\ telat .. ef f f41l:r8t 
ta ,...,.... "'oa·,:H&l - • ••• alal:llle ..tatetaef.. !be u,.,... _, ... 
IIU AI7 117 ,,., C01llna are ct._ \a • ~ 111.11 , 1ra\ an ... drw.l~W 
\a t."7 o\laaP atttnr or ... .,. el .., a\alf, 1«1 • rn•e ••• wt..a••» 
\be .. ttcue• . .. ,. ........ ,.,. " ftliJM\ ......... u ........ 
u. - ftlta M tellewol 1a \Ill &ea.rt.\ha ... 1 n ·•r ' -'•••• 
~• Uft • - aAap•f. ta \M 'trlea111'7 wt\11 ~ .n .. \e Ult81Uftlll 
au oeat tA .. \tal oaane""' ot \hh •terlal. 

llaaore.lllel-1. , ....._ 
c:a.at-. 
s.wrut•• ... be .,. '-h•'•· 
••alal ...... o. c. 

-=·---

(Spst) S.IIots 'bsu,Jr, 

Oll.flll AIIIWMDm TO AOOIIEE 
fD QffU IW THl IKI(JAIY 

:&, filii I IW .. ., " 1 9 1940 " !So q ,.,,.. 

Ill t.o )lr. 'Dar.,., 
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IINl 111 1940 

~ liP. 011&1-• 
Ia aa- '- Jft1' le\\er 4&\..S. ...,. 1) , 19110, I bft pleuan la 

tatorslJic,... tlla\ 1 olaall be ll.ar>w -. b ft liP. Pveell _lllll, a \ ..,. 
u .. wlUIIIr. O.OUU la ,....n. \o \ba 4eWh at aa arraapMn\ Idle~ 
then will be .... ,,....,u, anlla~le -. ,.. t11a flcan• llllin an ,._ 
oelftll be" la ''"•'-•' oollfldeaoe u ,.. ..... '- otttalal aa1 .. ot lellar 
eecvut .. ~ Ule ~nuu Oo.,.. ..... , . u ll .., ....,.,uoa .._, 11r. c .. llraa 
'-lepllooaa \Ito 4&\a UI'H\lJ' \o llr. Pa.roell • • ud. wllila ..... ,.,... f rea tile 
~rl\lell oftlalalo. 

1 ht .,.. ufW'-11' ••---' t11a "IPO•atblll\7 \Jiat t11a 4&\a wllln U~a 
'lrltlalt o.n,...., h ct•lac la recar« \o -.n~ aa1 .. oa Wo arb\ 
wll " ooa•luftl. otll'ia\17 aoatluaual. 

1 llaft 'UIIlar\dlta \!Ia\ \!Ia .. u-. U.ll ao\ be "O'Ilbllelul(, :Sy tlllo 
l laoluo prolallll "" -cal u \ uobc \ bo tl'llr" pYOa la collfl 4o- ~ 
tho llrUllll t o CII'Ne\ Ol' awpUf7 or ft,ppla .. a\ &~q fiprao wllloll oM 
all"'d7 balac va'llltelul( '117 \b.le OoYo..-at. hr"'"',.."• l hAft , ... ,'"' 
\ hA t the lAc wtucla laao ob\aluol h Uta put b tho publhblac of f lpr .. 
ta roca1"4 to caplbl • ••••h shall be -.la\alae«. !he tlprao noal...t 
euh 4a7 h7 kr. Coahn.a • .,.. clYOa \o • b7 lala, lrd a n • ' oli'O'Iah \H 
to aD7 otlaer oftlaar or •IIlier at rq oWf. Altq a~a\ nen~ 
the .. flCIIn e • .,. paoaH oa to ~' la nliJaa\ '- \be oo..SUlea \be\ 
\he .... raloa be t ollowa4 l a "'- S.ODJ'i \tao aaA ~ ..... ., Coaaaiooloa 
that laaft ~~- a£op'-4 1a tha 'fra•OllJ"7 wlUI \lao '1'1- "' aatacaartl., 
\Ito collf14aatlal aharutar at thh •tar lol. 

loaorablo ZanM 1. f reak, 
Cllaal .... , 
S..as-1\lee aa4 l xahaace Oo.aieoioa, 
Vaolllac'-a, D. c. 

OIIIGINAI. RIIWAIIOOI TO AD!lMSSff 
fROM OffiCE Of THf S£CR£TAIIY 

BJW-naer lq 19 1940 •:so~t . ,.,.... 

Regraded Uclassified



Sir : 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON 

·~a,.ch 13, 1940 

t.s you may know, this Com:nission obta!.ns , on a 
voluntary basis from so~' fortv m~mber firns of the 
,.ew York Stock ":xchan:e , daily fi ""Ures as to trans­
actions effected b,. the~ PUl'Suant to orders e:"tanat-
tn from forei~n sources . .~e infor.nntion is , of 
coul'se , ootained only fro~ this li~ited numoer of flr~s 
havin~ foreign connections and customarily doin a 
lar'e volume of forei ·n business and is ootalned only 
with r~soect to t r ansactions vnovm to t~e firms to 
ave ori. lnated abroad. l'hose fi ·ures cannot be re­
'arded as inclusive or entirely accurate . They have , 
hol'lever, w:'len properly aprJlied oroved somewhat useful 
to Olll' staff from a stati~ticaJ potnt of view in nt­
t~,ptin to ap~~aise the effect of foreign trading 
in our securities ~~rkets . 

Rocentlv it ~as ~e~n pu. liclv ar~~ounced that the 
rltls 1over~~nt h4s , b~ o~1er pursuant to nreviousl? 

q1ont~d r~~~lations , vested title in •is 'alestv •s 
t r ,asur- to sec..tri tl ~s ,r..,v • ou- lv held :JV .:ri tish 
c't~z~rs op sixt · i~~-~~nt A~~rican issuers . !t ~as 
concurrertl- ::..n~o·~nced t t t ose securities 'II'Oul be 
l'lqut ated i.n an or·.,rl:v "''ann"r th,..ou,.h reoresentattves 
of tl·e ri tish 'ov.,r· "'!t'lnt ln t} is country . 

As I told you over the telephone , it ls hi ·hly 
nrobable that sal.,s of t'"'3e soc•~ri ties will be mad& 
tn such a manner as to result in many of the trans ­
actions not ano·3arinr.; on t e renorts which we oresently 
obtain in the mann~r which I have described. I under­
otnnd f r om you t"'.at under a··resrr.ent with t n"' l:'rl tish 
~overnment , you are currently obtaining daily fi~uree on 
transact ions in >L"neric:ar. securities entered into by the 
ritish representatives in ~<OW Yor'k . The Co~ss1on 

··oul very much aporec1ate 1 t it' a copy or t• ese f1 urea 
caul ue made available to us as t .• ey are r'lc~ived b~ your 
~ .art-ent so t~at our fore1-n trnn3actions statistics 
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ma" not bec ome en t ire l y useless t o us . The Conntss1on 
would , ot cours e , sub j ect i t self to whatever condi ti ons 
yon mi(tht wish t o attach wi th r est oct t o the discloflure 
or public use of th i s infor mation . I understood you over 
the telephone to s o.y tba t you woul~ be obliged to conr\1 ti~ 
t.lte Commission ' ~ rec eiving these firu r es upon an ess\•ranc 
from us that t hey would b e t r ea te<l as otrictly con identia 
atd for re~tr!cted statisti cal use only and r.ould no t i n 
any way be made public proper ty without prior a proval y 

you . 

If this reoues t meets w1 til. your a !•roval, I woul d 
ncpreciate it. it' you woul a .ix somo conveniont time w'len 
1 :r . lurcell, Dir ector ol' our '1'ro.d1ny and :Xchanl!e Division 
co· ld meet wi th the a propriate officials of your Depart­
'll •nt to ·.10rk out the detail s o wha~ever a r rangement is 
sat1sfacto~ to you. 

Tho onorablo , 

Very t~~o:t 

Jerome r. . Frank, 
C'1airl!llln . 

Th" ecretary ot' the _rea sur y , 
.as.1in ton, .- . C. 
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March 19, 1940 

To: The Secret~~ry 

Mr . Toun-3: 

l!.e: Lol'llla to S:JIIll Busineu 

•tead Bill , S. ~98, Introduced October 31 , 1939 

This bill creates an I ndustr ial Loon Corpor~tion by amend­
inc aection 13b of the Federal Reserve Act. 

The Cor-9orntion would hAve officer• and directors identi­
clll vi th the Board of GoTernors of the :i'ederal Reserve System 
and o,erate upon ~ decentrali:ed basis preauaftbly throU&h Feder al 
Reeerve banks na agenta. 

The Corporation would provide fUnds to commercial and indue­
trial businesses on not more than e ten -,ear be.ah vi th e. maximum 
of $1, 000,000 to any one businees at any one time. 

The capital s tock and surplus of the Corporation ar" to be 
obtained by sale to the Secretory of tho Treasury of the F.D.I.C. 
atock heretofore aubacribed to by the Yederal Reserve banks end 
:>aid for out of deYalW\tion profits. 

Provision ia mnde for n $25,000,000 (mruci=us) insurance 
tund to be used for inaurinc F. D. I .C. insured banks against 
loasea from coDlllerci~ or industrial lonna. Inaured loans ere 
limited to $25,000 per obl1cor. 

Pepner Bill, S. Z5ll , Introduced March 4 , 1940. 

Th1a bill 1a very ai=ilar to the l-!oa4 Bill (S. 2998). I t 
;>r oTides !or on I nduatrinl Loan Corpor ation under the control of 
the Boord of Governora of the :federal Reaone SyateA vhich would 
operate throueh the Reaerve Sanks on e decentrali:ed basi a. 

The Corporation would proTide tunda to commer cial or indue­
trial businesses on not more than a ten year baaie but wi th a 
aaximum of $25, 000 to any one businels a t any one t i me . 
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~he Cornoration would· !vwe a C!ll'i tal stock and our,lua of 
about $139,000,000 to be obtntned by sale t o the Secretary of 
the Treasury of the P,D.I.C. stock heretofore subscribed to by 
the Federal Reserve bnnka end paid for out of devaluation nrofitl. 

?roviaion is mnde !or an insurance tund (no ttaXicum stated) 
to be used for insurtn.:; banl:s &~:ninst lonoa froa co=orcial or 
induatrial lonna. Insured loans nre l1~1ted to $25,000 per obli gor. 

!.!e~_l~1ll .... ~343 , Introducod_)'olrrul'r:r 13 , 1940 

Section l3b of the Federal Reserve Act authorizes lonna to , 
or ~urc~aes of obligations of, established industrial or comnor­
clal businosoea for t he pur~oae of providi~ vor~l~ capital , the 
loans or obllgctiona to C$ture in f ive yenra . 

:his bill would c~ possible loNna to nev business enter­
prises end bro•den the scope of such lor~• by-re=ovin; the re­
~uire:enta ~~at the obli;or be nn oat~blished business enternr1se, 
thl' t the e.dvances be for •'Orkin,; canl tal Md that the lonna or 
obli;a tions mnture in five yearo . 

:Urthor , the NOOunt o: loss to be auwoed by financial 
i nstitut ions fro= Vhich ?ederel Reserve bnnka had ~urchaaed obli­
rntions under section 13b ~-ould be decrersed fro!!! 20 ner centwo to 
10 ;>er cent=. 

~~ds for 1~• under this b ill would be made e~aileble 
thr~~h tho ~ur~~~•• of ~.J. I . C . stock fro: the ?ecerel Reserve 
ba:U:s by the Treasury end paid !'or out of devalUl'tio:l pr ortt a . 

~· 
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TREASURY DEPARTMENT 

WASHINGTON 

llarob 19, 1940. 

luat aa a aatter ot interest, I aa attaching atata­

aenta ot ahipaente tr.la Hew York and trca the West Coast 

etc. 

1.0 
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PIETRO ORSEOLO 

* LIBERTY GLO 

SYLVAPUJlA 

ORGONTZ 

'llLDiHlQD 

IIORBR'YN 

Shipnonts from New Yor k 

from New York, January 24, believed for Vladivo­
atock viA Los Angeles (bunkers) l2/2/40, --5, 177 tons copper, 94 steel, 1 , 024 bre.ss , 224 tin , 2 , 520 ~>Uchinecy, etc . 
Suppliers included American S~lting and Refining Compaey, Copper Export Association, l'ihipple and Choate , E. F . Hut ton Company, Bridgeport Brass , Co. 

fron New York , January 31 for Vledivoatock viA Philadelphia. No details cargo. 

fro:o Ne" York, Februllry 4 , Vl.adivostock via Clare­nont, -3 , 000 tons copper , 2 , 522 brass , 57 steel, 2,000 general, 389 rags . 

Reported loaded copper and lead at New York which was tr~nsbipped t o S .S . MINSK Fobruary 6 at Uan­uoillo and balance in S .S . KDI later . 

from Ne11 York Februm-y 8 , believed for Vledivostock. No details c:u-go . 

from New York, February 20, for Vladivostock--4 1188 tons copper, 981 brass, 335 steel, 1, 475 gen­eral mchinecy. 

To sail during the noxt few days from New York for Vl.adivoatock. t:o details yet, except for 85 ~ns letex. 

Reported to ba sai lfng froa !lew York about »arch 1i, for Vl.adivostock. 

N .B. One hundred tons of tin of British or1gin was purchase~! during tbe last few days by the Russians by 100ans of a subter fuge. 

*LIBERTY GLO lei't Los Angeles for San Francisco on February 24t h and will l oad lumber for u. S. ports and .!!J!1 Vladivost ock. 

t HARPQO!I i s proceeding to Puget Sound to load lu.abu for Atlanti c seaboard ports . 
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Shipments from West Coast . etc. 

VLADD!IR I.IAYAI!:O::S!Cl from Los Angeles , February 8 , ~or Vl.adivostock-
5,000 tons copper loaded at l'.anzenillo ex 
PIETRO ORSIDLO, GUYAQUIL and BUENA VEI<""TURA , 
216 tons moqbdenWD loaded San Pedro and 
supplied by Climax l.toqbdenum Company. 

FRIEDRICH ENGELS from Seattle , February 24, with 4 1500 tons wheat 
looded at Portland, and copper from l&anzanillo 
bound for Vladivostock. Supplier of wheat was 
Continental Grain COIIIJlOIV . 

NORTH STAR and 

NORTH m:G loaded copper at Taco• ~or Vledivostock during 
JanW!.l')', the letter reported to have sailed 
from Tacolll!l JanW!.l')' 31, with 5,000 tons copper . 

MINSK and KIM loaded copper , etc . at Llan:oanillo and wero 
expected to leave for Vladivostock, Febru~ 20. 

CERASSII.!OS Vl!:RGO'l'TIS is reported to bo about to lood 5,000 tons 
or wheat at Portland, Oregon for Vladivostock , 

PEliELOPE supplied by .?.rcher Daniela Uldland C~. 

AIJERICA!i ROBm My have sailed from Canal Zone direct to 
Vladivostock. Details cargo unknown. 

!o!EDICIO reported to have loaded at Baltimore recentq. 
Destination Wlcertain. 

SEGUNDO and 
ANNA ODLAND reported may load Continental Crain Com~•s 

wheat at Portland soon. 

le~ San Diego Llarch l st for Columbia River , probabq 
Portland , via Los Angel es , to load full cargo of grain 
for Vladivostock, 

42 
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JR 

Secretary of State , 

iYo.shington. 

6\:0 1 March 19 , 7 p .m. 

PLAIN 

London 

ucttd M3rch 191 1940 

ilec ' d 1 : 02 p . m. 

FOR TREASUilY FOOM BUTTE.t 'fORTH . 
1\ 

The new three per cent wo.r loan has rtmaintd touay at c 

1/2 to 3/8 discount and the city feels that the Briti sh 

monetary C'.Uthorities arc to blame .for announci ne the new 

minllnum prices yesterday. Thi s has added to the city' s 

feeling of despondency which larger considerations had 
d already induced . 

RPD 

KEtll~EDY 
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RSil 

Secretary of StatE, 

Washington . 

362, M.arch 19, 6 p, ID I 

ORAX 

Paris 

Dated March 19, 1940 

Rtc ' d 2 : 42 p . m. 

Today's Journal Officiel publ1ahta OovtmiDtnt 

revmut returns for tht JDonth of January 1940. Normal 

and permanent budgEtary revenue totalt~ 5353 !Dilli on 

francs an increase of 550 million over tht figure for 

44 

tht corresponding month i n 1939 but lower by 173, 000, 000 

than December 1939 (my telEgram No . 288, March 4, 6 p . m. ) . 

Tht increase in revenuE over January 1939 was occasiontd 

both by yields from new levies i nt roduced latEr in tbt 

year such as the armament tax (449 million) and thE 

special national salaries t a x (143 million) and by aug­

mented returns from the i ncome tax (202 million) tbe 

buaincas turnover tax 72 million sugar and saccharine 

levies 58 milli on and customs 50 million. Reduct i ons 

in relation to January 1939 collecti ons occurred wi th 

r1apcct to revenue from registration fees 121 mi l l i on 

tax on income from stocks and bonds 86 mi l l i on stamp 

taxes 54 mi lli on special i ndirect taxes 41 mi llion and 

t!lx on stock cxch!lnge operations 8 mi lli oos. 

MURPHY 
CSB 
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s 1a~, v r L Y coN F 1 o £ N Tli\I-
TREASURY DEPARTMENT 

INTER OFFlC£ COMMUNICAnON 

PIIOM llr . Ooohrall 

llr. Pineent telephoned •• thie afternoon that official aalee of Britilh 

eeouritiee on Yon4&7. March 18, .. r ei 

Pi.D .. Dt a&id \bat he bad been talJ<iDC b7 teleph011e with llr, ~1ttor4, no 
11 cot at all etlro.aiaetic aboot colD& ahead. with a second Teeti.Dc operation 
toard the end ot llarch. Gifford t biDI<e t bh would. be too earl7 tor web a 
etep. l'llrther escb&JI&e ot Tie .. wi tb London on tbh point h now \&ldac 
place, 
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ST;-;I CTLY CONFIDEN TIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATK W&rch 19, 194o 

TO Secretary Worsentb&u 

I'ROM llr , Oochraa 

s.-rz ot IncOllling Reports - llarch 19, 191+o. 

PrO<'I Berlin, 1657, llarch 15, 194o. 

J..n a:ppe&l • • M de by Goering to the civil po:pulat ion volunto.rily to 

offer as a present to the JUehrer on his birt hday, April 20 , a l l obJect a 

wbioh they can diapenae with which are made of copper, braaa, bronse, lead, 

tin, nickel, and •Gorman ailver• . 

J..n or der wao haued Warch 13 prohibiting the employment in ceneral of 

copper, nielcel, ehroni'IDI , cobalt , sine , M reury, lead, tin, aluminUll and 

mgDeaiW!I 111 a long lht ot pu-h of i nduetrial aaehinery, locoaotivea and 

vehic l es , 

l'roa :Butterwor th, London, 1631, c!.ahclllarch 18 , 194o. 

Chancellor of the Excbo~uer Announced that • 300 million three percent 

-...r loan bad been over-.uhacr i bacl. 

From :Butt erworth, London, f69Q , dated Uarch 19, 194o. 

The oew three per c ent '11'\r loan baa re-ined today at a 1/2 to 3/8 die­

count and the city f e el• that the Britiah aonetary autboritiea are to blame 

for announc i ng t he new aini=a pricea yaatard&Jr , ~~baa added t o the city' a 

teeli~~g of despondency which larger conaiderationa had already induced. 

l'roa Wattbewa, Paria, fJ57, dated W&reb 18, l94o. 

j. pr i vate :!Tench banker• eaUmntea :!Tench pr i vate holdiDca ot dollar 

excballge at $15Q, OOO,OOO. l!e IBJ'• a whatantial &IIOIUlt ot J'rencli owned dollar 

eec1D' i U ea 1a in Switserland, where the :French antborttiea will find it dif­

ficult to cet their banda on auch aaeuritiea. 

l'rom l:mban7, Rio de Janeiro , 1Pritten Report 2653, llarch 1, 194o. 

llrasilian GoverDMnt plana to proceed with conatruction ot ateel plant, 

hoping for a aehtance t'ron 1tr . Tboaa lfat aon and li!r. Gerard Swope , t oce t ber 

wi th the hport-I8por t Bank, and perhapa European in t er eota , 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATil March 19, l9lio 

Secretar,r Korcenthau 

Mr. CoehraD 

!he r eported TOluz:te of buelneaa in aterlins toda,T vaa about t he IUie ae 
of 7eaterdq. In .4aeterdall, the rste for eterling declined troll 3. n to 

lD llew York, the openi~~g ~uotat~on wae aleo 3. 75-5/8. '!he rah 
aD erratic lllallller during the aorn1~~g, fluctuating between a h1&b of 
and a lov of 3. 75-J./4. During 11101t of the afternoon, it remained 

etea4:r at 3. 75-l/2. The final quotation waa 3. 75·1/4. 

Sale• of epot ahrli~~g by the six reporU~~g bllllka totaled i. 673 ,000, 
the f ollovin« eourc .. l 

~ eo=mereial conce.rna •.••.•••••••••••.... • •• ••••••• • • 200,000 
117 foreip baDlta (l'ar Eaat, Europe an4 South Jme...--ica) i. 4p, ooo 

!otal .. .. .. .• • 673,000 

Purchaaea of spot aterl1ng e.mounted to i. 554, 000, as indicated belov1 

B,y eo=ercial cone erne. . . . . . . . . . . . • . . • • • . . • . . . . . . . . • • ;. 291, 000 
»7 foreign benka (Far last an4 ~ope) ••••••••••••.•• i. 263, 000 

Total •••••••• * 554,000 

'!he folloviDg reporting baDica eol4 cotton billa totalillg i. 18,000 to tlla 
Uah Control on the baah of the official rtoh of 4,02- 1/2: 

i. 15,000 by the lrrt~~g 1'ruat Comp&!IT 
2,000 by the llaUonal CU7 BAnk 
1, 000 by the Chaee llaUonal lleJIIr: 

i. 18,000 !l'otal 

!he rate for the belca reached a nev current hi&h of .1704 an4 oloeed 
. 1702. 

ne other iJiportant eurrenciel eloaed ... follove: 

J'rencb frNit:a 
O.Uldera 
Swiea franca 
Qene41an 4ollare 

.0212- 5/8 

.5)10 

.2242- l/2 
18-l/~ dieconnt 

The 7ederal Rnern llaDit purchaaed 50,000 9viu frftllCI t or accoUAt of 
lle.zlk of L&h'ia. 

We purchased ~,000 ,000 1D. cold fro. the eeru.rlced acco\lllt of the llaDit 
T ene&11&la. 

IAL 
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The J'edercl. ll .. ern JlaDit td lfew Torlt reporh4 that the llanque :BeJ.ce pour 

l ' ltrucer, Loll4on, ehippe4 $56,000 ill gol4 froa :England t o lh lfew Torlt 

a&ene7 for ule to the tJ, s. J.aeq Otflce. 

The State Departaent forvarded to ue cablea atat1111: that the followiac 

gold shipmenta would be made: 

$16,935,000 frora Sveden, repreeenU~~g f our shipaenta by the llanl< td Sweden for 
lta 01111 account t o the J'e4erfll lleaenoe llanl< td Iew York, 

5, 984,000 froa llwlgarT, ehippe4 bT the H&Uonal. llanl< of ~ to the J'e4ara1 

lleaene llanl< of New Torlt, 
205, 000 froa ReliC l:o~~g, ah.lppe4 bT the liatlonal. Clt;y llanl<, Rolli; l:oac, to 

the .Aaerlcu 'l'ruat Co., San J'rNIChco. 
129,000 froa Honc l:ong, ah.lppe4 bT the Chaae llenlt, Honc l:o~~g, to the Cbaae 

National !&nit, San J'rl.'.nchco. 
113 ,000 from Bwlturland., ahlpped by the B,.)1que J'edere.l, :Bern, to the 

==--=-=-:-:"=' llatlonal Ci t7 l!anlr::, liew Torlt, 
$23 ,)66,000 total 

The diepoaltlon of t he ahipaenta from SWeden and Hungary 1a unknovn at the 

preaent time; i n the peat, such ah.lpcenta ban been placed under earmark 

upon arrhal. Thoae coraing fror~ Hong ltong will be aol4 t o the tl, S. Mint in 

San J'renchco, while the one tron Sldtzerlall4 h f or aale t o t he J.aaq Office 

at New Torlt, 

On the report of ~larch 13 recei 'nd free t he J'edarel Rea em ll!ll'k Ott 

New York gi<ring the foreicn ezchN!t;e poa1Uona Ott banlta &114 banltera in ita 

diatrict, the total poa1Uon Ott all curranciea waa abort the equh alent of 

$17, o4s ,OOO, a decreaae of $3,518,000 in the abort poaition. !he net changea 

in the position• are aa followel 

s:roE POSITI01l SEOllr POSITIOlf DEC!!E.AS% Ill 

COtlli'l!l!T NARCH 6 IW!CB 12 SHOllr POSITI Olf 

England $10,059,000 $ 7,302, 000 $2, 757,000 

48 

J!urope 6,1)6,000 5 .951, 000 185,000 

Ca.nada 369 ,ooo < Lonc) 785, 000 (Long) 416,000 (tncr••• in 
Lo~~g PoalUon) 

Lntln .Amer ica 699,000 696, 000 3 ,000 

Jnpan 2 ,892,000 2 ,874,000 18,000 

Other .t.aia 1 ,186,000 1 ,010,000 176,000 

All Other• 37,000 (Lolli:) ..().. 37,000 (Decreaae 1n 
Lonc Poai Uo11) 

'l'otal $20,566,000 $17 ,o4s ,ooo $3, 518,000 

~ principal it• Ott i11hreat 1JI t he abon ftcur .. 1e t he re4ucUon 'T 
$2, 757,000 111 the abort poa1Uon in aterlinc. It will be rec&lle4 t l:at the 

:British foreip emh•ace regulation• rcla tin to the p8llllent of certain uporh 

were announced 1n the w .. lt endinc March 1), all4 that the open aarltet r ete for 

aterliDg decl1ne4 al.moat 201 duri~~g that period, f r oa ) . 91-1/2 to ). 11· 
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fhe lloll'bq ailftl' quoteUon worked out to the equh alent ot 39.71,, 
up J/16,. 

ID LoDdon, the IJ)Ot aDd f orward t1x1DC pricea vera both unohuced at 
20-13/164. fh• tJ. s. equhalenh vera }5.18' aDd 3-..99,. 

Ba.D4T aDd Beru.D'• aDd the ~eaauq' a pricea tor toreip ailTer vera 
Wlche.DCed at J.._3N and 35' r eiJ)ectiTe}7. 

Ve made a8Tell purchae .. ot dlTer t otaliDC 1 ,125, 000 cunc•• uDder t he 
SUTer Purchase .Act. ot thia uount , 800,000 ounc .. riJ)reaented eel .. troa 
i nn ntor)' b;y two retiniDC oompani .. , aDd the r.ainiDC 325,000 OUZIC .. coD­
aieted ot nev producti on t roa foreign countriea, tor forward 4e11Ter)'. 

CO NFIDENTIAL 
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OOllFIDKl!W. COPY 

A t&l egraa (no. 87) o~ Y.arch 19, 1~, ~rc.o the Jner1C&Il 

l:abanT at ? eip1nc reads aubatant1al}J" aa follows: 

~o rel1~ble 1ntoroation haYing a direct relation to a connection 

between the del o;v i n the reop eniDg of the Yangtse end the u.u in 

EO 

Central Chinn of J apa.oeae 1111li tar,- note a hna been received b7 the JllabaaST. 

Although other rMeons than the use ot c1litar,- notes may be mainlJ" re­

sponsible ~or \he del.a:r in reopening t he rinr, 1t &>'!'8nra to be 

a rMaoDable aaa\ll:l))tlon t hat , unleaa ouppre"ed b7 the Japanese , Ohiuese 

national currenc7 would, it the rl.ver were reopened, appear again i n trade at 

a nuober of plaeea vbore almoat the only legal tender now ie Japaneae 

mi l itary notea. Nevertheless, it 11 t he opinion of the Embaa17 that 

t here may be eo=• ba aia t or t he prediction that i ncreased iaaues o~ Hua 

Baing l!al>l< notee or a new curreney rue::~bllng p erhaps l'ederal Reserve l!eDk 

notes maY, ~ter a nev central 0govern=ent• is eet up at RADkiDc, teke the 

place of military notea at preaent circulnting along the Tangtu River , 

(See alao parsphraae ot telegrM no. 221 ot ~!ueh 17, 194o, 

tro:. the Jner iCAD Coneul General st Shanghai , ) 

893.515/1488 

Regraded Uclassified



• - \ ~ 
' I . . 
\ 

, . , 

.. 
• Prepared by: 

0 

~-----

• 

• 

liir. Uurphy 
Ur. T1okton 
Ur. Turner 
liir.Hae.s 

\ 

I J 

.. , 

• .. 

• 

\ 

, ( 
--

Regraded Uclassified



(1) 

( 2) 

{3) 

(4) 

(5) 

TREASURY DEPARTMENT 

INTER.OFF1CE COMMUNICATION CONFIOE.!'ITIAL 

DATK IA!ll'oh 19, 194<> 

Wr. Haa • 

Seoretary~gentbau 

Curren velopmente in the High-Grade Securities Warkets 

SIJW.!ARY 

Long-term Government securities roee in price through last 
Saturday, but f ell back slightly on lAonday (Chart IJ. The 
longer Treasury bonds are now only about a point below their 
prices of last June (Chart II) . Both corporate and mun1o1pal 
bonds rose in price last week. 

Follo'lrlng the announcement on lfaroh 4 that the March finan­
cing would be confined to a note-for-note exchange, Treasury 
notes appear to have gravitated to New York, the holdings of 
weekly reporting bonks in that city having increased by 
C75 millions in the week ended lfaroh 13 (Chart III). Bond 
holdings of these banks also increased, while the holdings 
of both bonds end notes by reporting banks outside of New York 
decreased. 

The usual criterion of what constitutes a "ebort-te~• secur­
ity is the price etabllity of that aeourity. It is interest­
ing to inquire whether the extension of the designation 
1 &hort-term1 to maturities of up to fi ve years is juatlfied 
by the fact s . The average price movement of the longest 
Treasury note in the major price awinga of the last six years 
has been about two-thirde that of t he longest Treaaury bond 
(Chart IV) . This comparison applies to price s'lrlnga of vary­
ing length (Chart V). 

The existence of b aa.rlah eent1Dlent with respect to the future 
oourea of the bond market ia indicated by three recent re­
funding oparatlona in which money was borrowed to redeem 
securities which were not callable for a year or more. 

New 111ni.-wa pr1oae on Bri tiah Gover nment bonds 'trere placed 
in effect by the London Stock Exchange yesterdaY• The pur­
pose of this step appears to be to insure low interest rates 
on Government war borrowing. Console closed yesterday a t 72-3/~ 
to yield 3.46 per cent (Chart VI). 
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I. Domutio IU.gb-Grade Seouritiea Karltetl 

Long-term United States Governaent eeouritiee roes steadily in prioe through last Saturda7, but fell baolt aligbtly on Monday, Maroh lS. The average yield of long-tara freaeury bonds deoreaeed tour basis pointe to 2. 22 peroent in the week ended yesterday (Chart I). Treasury notes ohanged relatively little in prioe. 
The relative movements by maturity olaeeee are ehown in the following table: 

Notes 
1 to 3 years 
3 to 5 years 

Bonde 
5 to 15 years to oall 
15 yeare and over to oall 

: 

: 
Average prioe ohange 
Karob 12 - Karob lS 
(In tbirty-eeoonde) 

- 2 
+ 2 

+12 
+19 

The movement during the week oarried Treasury bonds to new highe for the upward movement wbiob started laat September. The longer Treasury bonde are nov only about a point below their prioea of last June (Chart II). 

Corporate and aunioipal bonds also made prioe gains laet week. Our average of the yields of high-grade corporate bonde, whiob de­creased one basie point to 2. 76 percent in the week ended Monday, Marob l!, is now oloee to the record low yield (high prioe) estab­lished last August. A aharp rise last week in •unioipal bond prioee after eeveral week• of relative etability ie reflected in a dsorease of four ba111 pointe, to 2.61 peroent, in the Daw-Jonee average yield of twenty 2o-year bonds. 

Only one aizable new bond offering was made in the )few York market laat vaek, the $1.6 millions, 3-1/S percent, 23-year i11ue ot the Cbioago Union Station Coapany, offered Friday at a prioe to yield 3.06 percent. The total of new offering• , 1nolud1ng this is­sue, aooorcU.ng to New York Ti•u tabulation•, was only $18 aill1ona. 

52 
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The Chicago Union Station issue is interesting in the light of current controversy over the aattsr of ooap etitive bidding. The oompanJ hae not previously invited oompstitive bide, but did eo on this oooasion at the suggestion of the ICC. Only one bid was submitted-- by Halsey, Stuart and Company. Th1a was reJected and the issue sold at a higher pries to a syndicate headed by Kuhn, Loeb and CollpanJ. It is reported that the bond s were at a s:aall discount froa the offering price and moving slowly at the cl ose on the de,y of offering. 

II. Bank Holdings of Government Securities 
The announcement at the close on Monday, March ~. that the Maroh financing would be confined to a note- t or-note exchange of­feri ng vas an unexpected one in moet quartera or the market. It reaulted i n a great number of avitoh1ng operat i ons on Tueaday and t he few days f ollowing, as investor s , Who had antic ipated that the Treaeury would offer a new bond, bid tor securities at the long and of the market and sold note issues both the right s and the other note maturitiea. 

The notes, it appears, gravitated to Mew York, the weekly re­
~orting member banks in that City inoreas1ng their note holdings by G75 milliona in the week ended March 13 (Chart III). Hold1ng a of notes by other weekly reporting member barika decreased by $20 mil­lions, maki ng the net inoreaae tor all reporti ng banka $55 mi l­l1ona. 

It is alao interesting t o note that reporting banks in Mew York inoreaaed their holdings or Trea sury bonda by t 27 aill1ona i n the week ended March 13, while outll1de banks, during the same period t heir bond holding & by $40 lli l lions, a net decrease or milliona. 

III. Relative Pr1oe Stability ot Treasury Motee xna Treasury Bonda 

Short-term GoTernment eeour1 tie a are part.ioularlr sought after beoauae or t heir high degree of price atability -- the aoat urgent f or thea t or this reason c01111ng troa banka in leading finan­oentere. The market•a definition ot what oonatitutea a •ahort-seourity was tormerl7 Tery atriot. Up to within the paet ,deoac1e t his term wae generally r81!ervad tor eeouritiee with utur1-t1es of one year or under. During the Thirtiaa, however, there -• persi stent tendency to liberalize the concep t of what constitutes 'abort- tara• aeourit7, until now aeouritiee with maturitiee of up 
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t o tiTe :reara - i .noluding rren the longut-tena Treaeur:r notea -­
haTe oome t o be looked upon a a ~abort-term~ eeouritiee. It is 
this liberalized oonoept ot what oonetitutea a •ehort-tera~ ee­
curity vhioh explains the apeoial demand on the part ot New York 
banks for TreaaUJ7 notes, commented upon in the preceding 11ction. 

Aaauming that a high degree ot price atab1lit:r ia the beat 
criterion of what conatitutea a ~ehort-term• eeourit;r, it ia inter­
eating to inquire whether the extenaion of th1a deaignation to se­
curities with 11aturitiea of up to fiTe :reara haa really been Jus­
tified b:r the facte or i s, in part at least, a pr oduct of wiahtul 
thinking on the part of t he market. 

Chart IV comparee the relatiTe prioe movements ot the longest­
term Treasury bond and t he longest-term Treasury note t hen outetan~ 
ing i n each of the eleven maJor price evinge vhidl haTe ooourred 
in the Government bond market since t h e end ot 1933.• The aTer&ge 
maturity of the notes ueed in t he comparison i s tour years and nine 
months and t he average maturity of the bonds is nineteen yeare and 
tour months. The average price awing of the longest note has been 
about two-thirds that of the l ongest bond. 

'l'be pri ce sv1nge of the note a, however, have been tar fr011 
negligible. The average upward pri ce ewing ot the notes duri ng 
the period covered vas i n tact about 5 pointe and the average 
downward pri ce ev1ng about 3 pointe. 'l'be greate s t downward price 
swing (June - Septe11ber 1939) vae about 4 poi nt e . On a note with 
a 1 percent coupon t he average dovneving would haTe absorbed 3 
years ' coupon-carry and the greatest dovneving 4 years ' coupon­
carry. 

The foregoing oomparieon, it abould be noted, appli es to 
price av1ngs ot Tarying length. Their t1a1ng ie indicated in 
Chart V, which abov e, on a Tield basis, the -jor moTementa aince 
the end of 1933 in the Government security market. 

IV. Ertdencee of Bearish Mar!r.et Sentiment 

Three recent refunding operations indicate t he existence of 
a respectable body of bearish sentiment with respect to t he future 
course of the bond market. In t hese three caeee mone7 vaa borrowed 
tor t he purpose ot redaellling outs tanding aecuri ties asgregating 

i The laat pair of bare on the chart , showing the price ch&l\gee 
from last September' 1 low t hrough MD. rob 16, 1940, do not neces­
sarily repreeent a complete ev1ng. 
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$11~ milli ons which at the time the new securities were iaeued 
were not oallable tor a year or more. The largest iaaua --
$71 millions by the Triborough Br idge Authority -- will be used 
to redeem securities oallable tfir11 l lt~2 . The other two 
r etundinge - - $33 millions by ~e Port 0 New York Authority, 
and $10 millions by the Elgin, Joliet and Easter n Railway Compan,y -
wil l be used to redaem obligations due about one year hence. 

The bearieh sentiment implicit in these transaotiona 
becomes apparent when one realizes that the issuers are under­
taking to pay interest on both the new loans and the old loans 
until the latter mature or become callable. In the meantime, 
the pr oceeds ot the new loans must be held idle until the old 
loans are repaid. Clearly the ieeuere tear that one year or tvo 
years henoe, as the oaee may be, they may not be able to borrow 
except on terms leas favorable than those nov prevailing -- and 
less favorable by a margin auftioient to more than ottaet the 
additional coat they are incurring by retunding at the present 
time. 

Additional evidence of eoae bearish sentiment is round in 
the report Just released of a oonterenoe aponeored by the 
savings Bank Journal at which eleven out or twenty- tour financial 
experts expressed the opinion that bond pr1oee would be lower at 
the end of 19~ than they are at the present time. Nine expressed 
the opposite opinion, The remaining t our did not toraeee any 
mar ked change in bond prices. 

V. New ~!inimum Prices on Britieh Goverlllllent Securities 

The London Steck Exchange yesterday put into affect new 
minimum prices on Britiab Goverlllllent bonds, superseding the mini­
mum prices eatabliehed last August. According to preea dia­
patohee, the purpose of this step ie to insure the Government low 
interest ratea on future war borrowing. The following tabla shove 
t he old and the new minimum prioee, and the prices at yesterday ' s 
ol oee on three Britiab Government securities: 

Old New Kirch 
: minimum : minimum 18 

2-l/2 yercent Ocneola 
perpetual) 

62 70..1/2 72-3/8 

3- l/2 percent War Loan 
(callable in 1952) 

88-l/2 95 911-5/8 

4 percent Funding Loan 
(l96o-90) 

100- l/2 108-l/2 111- 3/8 

Regraded Uclassified



Secretarr Horgentb&u - 6 

As the table aboYe 1nd1oatee, Br1t1eh OoYernaent eeour1-
t1ee have IIAde eubet&nt1al adnnoee trOll the a1D111ua pr1cee of 
last August. Latelr the aarket hal been aark1ng t1ae, but the 
tendencr of the past week has been dowuward, cul:a1nat1ng 1n a 
sharp drop reaterdAJ. Br1t1ah 2-l/2 peroent console deol1ned 
3/11. po1nte rutsrdar to oloss at 72-'3/8, to Jleld 3.11.6 peroent. 
Th11 ooapar11 w1 th 7'3- '3/ 11. a week ago (Chart VI ) • It 1e also 
underatood that the new '3 peroent war ioan soid on Kondar, the 
t1ret 4a3' ot trading, at a tract1onal diecount. Ott1c1al 
announcement was IIAde reaterdar that the new loan was OYereub­
ecr1bed. 

Attachments 
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Chart I 

COMPARATIVE YIELDS OF AVERAGE OF ALL LONG TERM U S TREASURY 
AND AVERAGE Of HIGH GRADE CORPORATE BONDS 
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STRIC TLY CONFIDENTI AL 
TREAS URY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Secr etary ~orgentbau 

FROM W:r, Cochran 

:By telephone tbia aft ernoon, W:r, Xnot. le t •• know l n at r i ct confide!I.Ce 
tbat there will b e rece1Yed at the Federal ReaerYo :Bank in Hew York on about 
Thuuday ot t bia week a thir d bit~; ahi:pcent ot lunch £Old which baa arriYed 
by Canada. He c!.ou no t yet have the e:m.ct t i cu.r• t or this ahip~~ent, but 
understands t hat it will be one-halt again &a large aa the l a at ahipment, 
'1'h1a meana that t hh third ahi~ent will total around $170,000,000. It 1a 
pr o iiW!led tho.t thia ahip:unt came to C&ns.da by warehip !rOlD FraDCe. It h 
l1kel1 t ht!.t t he pr ocedure will be followed o! earlllll'king thia gold w1 th the 
Jedera.l Reaern :Bank at !lew York, and o! eelling it aa c!.ollara are required. 

C3 
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64 
"l' r oh 19 , l"l4o. 
9 :10 ~ . ,., . 

Fe'.1.o . 

Oood ~orn1n~ sir . 

~O" rr£' vo'· Fir? 

v.,n r~1· ti-P '' intnPr P nd A1ro'1 Pr t lole 1nAt ni<'"ht? 

"t-ll I lion • • ·:n"l'' · T ;.hin'• it ' s Ju~· ~>bout I'B 
COn~!«"C ,..n P~,...,!~nPtlon 0~ ... P. ~i~~~.cult!ec IIG ! 1 1/e 
G~,.., vp• . 

r·(',, I 1.,.,n rnP~ '-'lot ""rr.>.., 1."" ,ysclf t'tnt T it1dn 1 t 
l·mw br""rl' . 1-lArry, the r~>r oon I ' ., cr.l 1 inn- yoto 
1 P , St•nl11' v ni-ht I ".nli 511' ·;enr:v Self 
Pt t'1o '1n'H'r> , ~10"" . 

.\n<' "" • .,1 .. -.e ~ 1o• t>bo•·· tl'r1r tro·J"leP in 
CO-"'~npc• • on , ....... !-" e.l:.l-::!nu- . 

I cnn ' t '1ronnunce lt th,. 1:1\;v t hey clo . 

"o• t th• rf' ~Ct"'1B t o b e ;-··~t t"e lllu.., inu"' co"1.,"n:v 
1~ rr·~1n- •hr CP~~d1en Co~~rn~ent to relP"CC 
t l.·en·v •• ottPI'nn tons . D? :vou ·~no~· Pn:r" 1n- noout 
t~i6? 

··o , I on' •r ':;no1· t hit\ , t he lcoet ti-oE' Pnrv~.o \'Ill' 

nol'n , "r . "'ecret~>ry , : told hl"l , t>te y t:err "t1 1 
'1twin- t~"ir conn•tlt t~tionn ttit"1 DaviE'S , t"'t> 
?ref'1dent of t "t> Pl ul'l1num 00"1T)P ny , ~tnd I told 
Pu:rv1e t>tl roon as t "'"Y could !'le'~P uo tl,e i r "'i nde 
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t''1C 1.p th~,. "'t'\,:- rn ~, ~' "f"'c·~'" ; " flo~ to lr .. -fl ' .. :-tow 
l"nd · ·e t ~ - ... ~ .. ~ 1"" "J"\ c-rd 'l t"1T"O' Jl""',_, Plt· s~:J.rl""'~l . 

Vpr . 

An~ br ~-P"'""l no·' rl"tci "";!") ot"r<Jt' : ' ""'':'lt ·r~11 ~o <f"in O'Jt 
t!, 1 ··o·.1 ern -r: ... f"\..., ,.f, ,,..v,.- ; "~ ...., ... n..; 1..E'd a:p·r ... tt?",..1c 
,.t"r _, .. ~ .... -._~, , ··· "'~P · ... ,..r •· ": bo..,r · if . 

··e ... . -.!.:1.~ ~., .... ..,.,, , ..... .. ,,..,., ,.. ... n 1'1-'l:>t t: oy ·:ro:· 
n" o·,- rlt·'l , !lt' ' f"('f- ~ 

.. 1, -,. __ 

~ello . 

Uo I no• r 1, ~. t bPC1"t1 t9e t-Mr t t"cv ,:..'l'J "", ! t h in' .. , 
...... r .. !'lcin"'·l, .. , 1r , .... "'t f 'P ' VP ~r~1tten hrrr- . 

! ' 11 - .. t t !'e ··· .olP eto::" t • 

S i r :~e"'!r ·· Sel:f' · ,. .,: r:Pv1:t- ':~1c , t:-:.pt t --:e r r ... ton 
t l:c,..,. cPn ' t .,..,.,.t ••• "'t •·.r v \.'Pn,..._ 1r OecP•tre .• .,1 .. !:{1 
St!\tes r~v,..r., .... ",. """t"i f\f'l

0"'t"d t ..... e ? lU"11n',t!'l C.fJ .... Y'\Any 
to l:eP,., C""rtf't"''l reArrv" r .. oc,~P . 

Of COUl' " " t'1C 'l" ~tl't'l. S•·rt "r 11P~ ~s''OO t"" l'lU 11nU"1 
con'l!lny t o set U"l rcol'rvPa to nel't their '"lrrt1 oul~rtv­
I ':no1 · thl' t end of t hi' tie" 1 t " s et u '"l res~>rve o t o 
"ll"rt\clllPrl;.r "l!'f"t tl•e1r l'il.....,lnne r e<''l1re..,ent r . 

'"ell ··h~t l"t'C ~1oe :'CSI'I''ICO , !'nd un at did t'·ey OBI~ 
the'"! , seP" 
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just er. ~Tel, by ~,in.,. cHrectlv u., end tttll~in- ,.i th 
111lbur of tr.e Plu ... tnu"" CO"'')I'.ny. He ' s ,.ot ti•e ~:hole 
s t o r y . 

\Je l l , n:e t it f ro"l both r>tclea . 

Yea sir. 

Ge t 1t fro"! t" c •·un1 tlonll BoPrd P.nd P,e t 1 t rron 
Hho is \T1lbur? 

ne • F t"e \Ca.Ah1n-ton rcn:rt"rrntet1ve. 

\:ell r-e-t it bl)t" ~·pvf'l . 

Vee s!r . 

C'<'':; 1t bot"' 1··t>vt1 . 

ve-a sir, I ' ll fto ~hPt . 

'•1111 you? 

Yea nir. 

Because evidently thin iF> - fl'OI'l !:n"'l1er - ~'el, 
the ~ritteh E"lnir~ ntPnd.,oint, thPY conrider \t 
just tts i"'"lOrtflnt "~" t"" ~>n.,.inP<~ Pnd juFt "" 
d!ff1 cult . 

Yea air . •·ell ~ .. cOUl'"PP no1• 1'1lb•Jr h~a been 
talki na l•ith "'e/"h-r"'Pll., 1'or the lest tl:o ~Tee'~ . 
end he celled ~e !Pet - T ~epee it v~s ~,..lr~y 
"lOrnlnR Pnd PA~Pd me \ f I ht>d heard eny·~1n~ 
fro~ the ~ench-~n~ltar t'nd I told hi "' I hAd 
not . 

\Tell , they evidently P.rC CO"'in- to a head no1,. . 

Yea air. \·/ell 1 t ~:ould nerrec tly e.ll r1c:rht to 
t alk frankly with ll1lbur becaus e he ' s deal t 
ver y r r a nkl:'l' ~Ti t h un 11 nd. hi' 1 " vpry dee!)ly i n the 
confidenc e of the l'unl t 1one Board. 

1·1ell, :;-et it both ways, 1.1.11 you? 

Yea sir , I shell. 
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Anc'i the., tl•e ot'""r t'>!n,. T , ., r•ln"oaed to -o w-, on 
t~~ ~111 Pt three . 

"'orle y? 

Yes, but Peoretl:r, ! 1 "1 bcl.n- rp··ee to t'el' ~ 
Con-renP~Pn Snyder ~n~ ~1r ~O"'lP . 

Yen s•r . 

So I ' d be hPrt' Pbout tPc>!ltv "'!nutes o!' three to 
r>O U., 1•'1 th "'I' . 
Avp ryf' Fl1r . 

ve-r r<r , ! ""'"11. .\nd di., "C t"''e ~n~t~1n"' "1th 
ur or ju~t tel~? 

Anc'i Anyt'" 1 .,,. ne1·1 on - " r . -d1son oa lled Me -
''r , ' /oot'lr1n- CPlled. -,p U") '/PI'tPT'O'l' f oftPl'n'lon , 
1'e ''1'1\ too bn~>v ~o CO"'P th!r ~orn'.n "' , ,,,., co•Jldn ' t 
..,,..':c 1t. 

" eo . o\nd - co I eon • t ·no•·• .. ;,, - t '"" Ar"'v fcc•eed 
o!'l , t l'>e e'l-tne-s or trl' "'llrncs . Do :vo•t? 

~·o I don ' t . I honestly c'ion • t 'tnol-1 . Thrrc ' o 
~>.not)'IPr onPttl'r Fe c 11 n t~>l'-: on o•1r PP.y un th!r 
afternoon Pbout ! t . I 1 ve been hPVln" RO"'C trl::r 
,.~,~ .. Arnol<' t>nd. it ' s E'll "e-velo,1n::- e. verv 
!ntl'rc>rtl.nr- "'h"l'le o:' t.,.1r rnd I thin.· P t l'>llt 
thev' re try1n- to "1nd Pn out Po t hey c on t'> r o1· 
evcr•,th1n- u1de O'len l'n,. l't t'te se0e- t!...,e onv,o 
t~c!r frees . 

I see . 

And I worked last n1vht , Pbout four bourn on 
thi s ntutt and I 've ~t two ~r t hr ee different 
! dens l i ned up tha t ! 1 ~ ~o!n~ to oaes 1t to h1, 
to sec 1r l'P c 11n develo-, t he,. 
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0 . 1'. ~·!ell I ' 1.l eee v,u l11tcr. 

I 1 ll be t hC're l1t twenty "11n,ttes of t"ree B1r . 

Am' then you ro on thio Plum1num . 

I 1 11 do thr t r1tl'h t 111~ay sir. 

Please . 

Aye a:ve , sir • 
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C-o r.beac . 

t:ello . 

Penry? 

Vet~ s ir . 

!-!0~1 erl' vou? 

~'Prch 1), l"l4t) , 
10:07 ,. , ., , 

Oh I ' ~ just rPr1n ' ~o ~o . Co'1in~ u? I -ot ai1ver 
007i n- out of PVPI'Y ~'J!'P , 

I Ju~t c"l1rc t o ce(' 1" vo .. ;·,.re co'11n- o\•er . 

Oh "•tre, I hcPr ··,_.., P1 tt'1an ir booked ever~· 
Minute ell drv t> nC ''" c .on ' t r..,.,r ~ r . 

''ec . :Je 1 rP "'01n- to hl'vn to l " l"n on you . 

\Tell , it ' s P 
hew1ly. 

s11 veor reed so don ' t lean too 

All r!vht . I don 1 t 1~no\' \·lhv rvervboc' •r - t""1"r" 1 1! 

" oil ver 11n1n"' to "V"r" cloud .·o•J ,,.'!'Jl' . 

And ev<>ryb<Jdy 1s ~o ncPred . ""ell I thin:: ~""t 
<.'h:>t ! ' '"' Fay1:~- 11' f'll r• ~'"'lt . ""e '"or·~ed .,retty 
hrr~ 0:1 it . I · nve ~"~'"~"red £~c-e-ent . 

vps . ·:ell I t"ln~: 1 t' r bPttPr for yo•J to co'1e 
over beeP.'.! Be t'H'I'E' 1 n ~,.,'t'Prs of t"'e co.,..,tttPc 
you 'mo~· . '1en rrylnr- '"1'1.1 , \"B don ' t kno1: '"~l't 
the ':'rPPBury, ,.,. t'r'ln 1 t \'ant "0'1eboci.;v do1·n the 
linP , Ke Han~ the hcPd 'J~ t he TrPasur;v . 

1:e11 I ' .., -

Of course I OU?')Ore Dr. \lhi-e 1-1111 bE' t·rtth ·rou . 

Oh I 1 ve ~o t tl-•en ty exncrt £1 . 

Good. ''y -o1.1y, l'e 1 ll ju'1t o ·:a r;1le1"'1 the, . 

ThPn'· you. 
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Tl:11' 1e ''r. Snyder . 

'{o1: do you do? 

"e.rch 13 , l?l!o . 
l2:4o 'O . n . 

All r1o;ht . I t lockA 1\n thou~h l-10 11.1 hPVe I'O""Ie 
1"Mortar.t roll .-rllR brt>'et>n trree and four , 
PI\ 1 "'MOrtrnt bill, RO I S'~""'"ef't th~> t YOU CO.,(' 
un · ·1 th your old hrt on 11.nc1 COM" to -;;l·e c?rn •r 
of ''pt/ Jeree•• ~>.nd C StreC't Pntr~nce o~ tbr 
ne11 Cap1 tPl b>J11Cltn~ . ''Pl' JPrl'ey and C Str cPt 
entr~>nce . 

70 

Entrence . "e·,, CP.,1tl'1 - nE'l ' !louse 0~~'1cP bu11dtn~ . 

Sntrf'nce . ''r": !-IOU FlO Ott1ce 

And you ju~t eto'1 r1f'"l•t 1nF1do thrre nnCI tl"" f1r~t 
door t0 t~e r11'"ht lOP: . 

Roan l 0l3 

Yes, et rour-th1~ty . 

Oh, l't fo••r- t:h1rtv. 

Ill thl't \·'i,en you 1·ant 1 t ? 

Ye>e , thet ' s t'·r bE>rt t1"le becnuse I 1·rant you to 
C'>me t h" l'E' <>ncl I tlon ' t Pant to be 1nterru.,trd 
l·lhen He ret tr "l'P . 

I aeP . Room 1013 . 

Yes . 

At four-t'"!1rty. 

Ves e!r. 

All r1-"t. 

Thrn:: you . 

I' 11 br thrre , 
Regraded Uclassified
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Q'l'),.. rPtor . 

"" llo . 

"'ll-Bil . 

''arch 19 , l 'll:.o , 
2:1lo n . ~ . 

Thf' PrePlc cnt le11rnrt'l t' rour:-,.. t1Avnl IntP 111-cnc e 
t~Pt - ~ot ~ ;Pnc11? 

"'"es . 

•.r::at " PB t...,e ll'st POrn? 

lU-ht . 

Loll-din~ - tre auortano hnve "iven ornern to 
cecse load1n:r • 

·es . 

And .,..Pr e ' r t " o "~1"10 at Sel'ttle t·::'lo "l'" 
llU')":llFeC. ·o Bl' 11 "'or 'flrc!l \'os t o:-t e.nd t"e Russ1pne 
,.."Ve ~1ven orePrs not to let the~ lla11 . 

':'l·:o e t Sea Isl~~c'? 

Se11t tle . 

Oh yes • 

Sea I s11' nd , I ' ll bt> thrr e F';o1dl'y . 

Yes . 

~eattle. 

!'.1Mlt . 
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H: 
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· r • . 
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And find out w~~t•e "01n~ on. ~e • s very ~uch 
1ntPreste<'l wh~>t t'le ~'181'1ans are do1n- on tloe1r 
boat A. 

ves. 

1'1111 you step on 1t for him. 

I ' ll ~et rid1t on 1t . 

The.nks '!es1l. 
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ii. ··. Jr: 
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F: 

r. •.. . Jr : 

? : 

r . •. "Tr : 

F: 

H. ' . Jr: 
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mp COl!llpmiAL 

Hollo. 

J.!r. Jnl'les Flern1zi .,. 1n 'I!IW Yorlt . 

0 .1'. 

Go ohel.'d . 

~<ello . 

'1ello "r . Secretary . 

Hello "r. Flem1n"". 

Th1e 1~ •·r . Fle!:l1 n-• 

:!areh 19 , 191:.o. 
4:00 T) . O . 

ves . " r . ,,e.,1n"" t re lPst cou'llc of l'lee':o , 
•:r. <:tett 1n1us 'las beE'n 1: i nd enour-h at tr.is tine , 
to ""ive "'IP e sort of e thu.,bnnil sketch of hou 
:1our bw•iness "'es bef'n runnin- #or the 'lrevious 
ueel: . 

Yea . 

AnCI I ~·onc~ered ii' you ' d bC' w1ll i nr: to do t r.e stvne . 

I r o""rr i "'"""ined trnt ' s t•"'at you 1·1entC'~ 

73 

•:r . Secr~>tr>ry, anc I ern tell vou t:'l"t ou:-" ::n:l'lf'nd 
'>rod'.lo•1on, \"hioh is tl'C .,cl'~· · re o~ o= '••Jrinrcr , -

II' estir.ll'tee a t 55. S"' for this 1·1ee'~ . 

Anc 111s t weE' · i t ~1a.s c;7 . o 

57. 0, so it ' e down . 

Ye s , 1 t ' s do1:n e bit . 

I ser • 

Regraded Uclassified



~ = 

u . ·f . .. Tr: 

1:': 

;: , ' ~ . . Tr : 

F: 

.. . 
• Jr : 

.,, 

P . · • . Jr : 

~ . 

'!. " . Jr : 

r : 

:r: 

F: 

H. , . • Jr : 

r· . ... . Jr : 

F' : 

- ?. -

A.!ld e. yel\r C'"O . t"e ~n~e ~;ee'' . • >te est! ,~to or the 
?4t~ l t l'llS t;'l , 9 . 

I nee . 

So you see lt. ' s ot111 Pbove t hl' t . !101·1, the ordorn , 
t hey havP been oo1'1111'l"" 1n P t t il!' r t> te of t;~o huntlrec'l. 
thousand. to no 11 11e r.'• for thiA ""st ;:eP1: . 

"!ut t he shl...,..,,n•·n ,,.,. "b-:lut ten ..,ercent h 1-' Pr 
th .~!'l t:1t'..t , \':ere t \lo ''"Jn~,..rr, · . .,.!1~ tt ·e,•,r- three 
tho•t~n!ld . 

':'110 l:un6rec . r:ov: 1 t " t- 01'"\((O\ t~· o! t~lOSe l'BA 'eOtl V(' 
1'1.,-ures are C:"''i o'f' thl" O"dcor" l'nt! 5S1 of the 
Bhl!)"len t a . · 

53 for orc'Pr" . 

':l'oe nrev1o1t!' ~·er'.-.: t i e nJ•t1t>rs PE>re only p hundred 
t!nd t~1rty- scve~ t~,·~rf'l,.,!t . 

I ECI' . 

A!'IC. t~e Fh1-,,f'nts w~re tl'O hun<'red Pnd t :• l rtv- n1nt> 
t hou send . 

1iell len • t t!:"t conn l.dl'rl'bly brtter? 

Slr? 

Ian• t t h,ot -

The orders l're no t1oel'bly better for t111s 1-:ec•~ . 

Mhe orders ere un to tuo t•,rcnt:r- three? 

'.rrw t 1:es thP t? 

Rou ouoh ere t he ort'!,.rc U') to? 
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lo , no , t'f' s"i""'lE'ntn··<>rc ti"'O h•E'nt•r- thJ'OI' "or 
th:I.P n' r t "e"'' . 

On,.. •htrt~'- ~even . 

! not' . 

And 't'to rh1n..,"nts 1•<>rc tHo thirt~•-ninc '.; •e l!Oil'~ 
be 'ore . 

"ell ........ c:'"""?rt or~ r!l nrp "lol"1n- '>~f . :: hnv,.n• t 
-ot 1"1"'1"1' f • -ur<>s b11 t thev ""'e "'b?ut t"t" cr t' Nl 
thP,r ··,..re lt-,. .. .,O:'"l'th • 

I Gef' , 

1 1 :'1 1'!'rt•1.d I haven ' t r:;ot nnyt11n · hc.nf;v for thct • 

"'ut t >- 1n !'1-u,..e tl'>"'t "OU r·nv" -,p for ore'<':'!' OO'!Ibine 
Co-~rt10 P~d fore 4 -n? 

Yeo , thrt ' r co~est1o Pl"!~ ~orei-n . 

I Pe,. . :iell ho;• tlo vour "'l'O"lle feel , I '""" 
do t"c:v t"'1nl: t~c I'Or!lt 1n over, t "e <1col1nc? 

'.irll or nouroc He Pl1111vo l 11tc to bc outil'liotl.o . 

Yen . 

l 'e onn't h,.l., but rerli~e t"nt tht"re is" oo:ot of 
a c'ron">i n- off in buo•ness be1t ···e•re !oo">ei'IJl thet 
it ' ll recover. 

I see . 

It' o hr.rO to tell !'rol'l one 11eelt 1 a bu sineBI' just 
Hhat the trl''1d l•c1ll bC" . 

I se~> . 
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- ut · · c=n :'e,.,or""' .. , ..,t t·.,r tone "! ~\.,e !"'C'~"~Ortc 

~~-~ ~ · ·e -E't :'ro- onr .-o-">~n1es e'".,:: e.n 1'1l-rove~ent 
ovrr ,. broo(l rP"l • ., o" "~roc·>ct" . 

"'he•· c:'.o . ·•o l. l th('t 1 r i"lt<'rt'ettn"'. 
thrre enytl'li w<>l nE> •ron collld "1 'le 
li"'1t on it. 

':lell, i s 
me t o thro11 

ilol1. I th1n:t , I' d hr vc to (.rP\1 m:r conch•s1onn fro"l 
thor !.' :'~ "'1J!'~O "r . SCCr'E' t i' "Y . 

! nee . ! seC' . 

And I .. ouln th1"l'• t'•r.t ·•e •rr. ho1.e'i.,- ollt ..,rE'ttor 
t·e,_, . . 

~· r t ' a •·· e bcu"" t I CfJ n cr.,. . I ~;..! n ,: 1 t 1 ~ 

encour'"'-1n-, bPt o~ cou"~'Oe not -:oo e~cll,trP"='~ n-. 

!'o . 
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STRICTLY CONFID ENTI AL 7! 
TREASURY DEPA RTMENT 

INTER OFFICE COMMUNICATION 

DAT& llarch 19, l91lo 

I ba.,.. epoaa wUh llr. I& aU Barrh &Ad be baa ahown .., hh file of corr .. poU.IICe, tr .. Which H appeare tbat tbe roqu .. t forwarded 'b7 thAI Deparblent of State t o Parh h tor the reoo~~U tlon 'b7 the J'ronoh GoYero­aeot ot two auiatant Treanr;r attao!Me with cUpl..-tlc etatue. lith 70ur approftl, I 11111 telepboM llr. Leror-~ulleu at llew Torlt aelt1Ac tbat he reoder azq appr opriate a .. htaace hard obtailllDc proper etatue tor theae two ott1oera. 

In a OOilnr•tloll 'b7 telephone tbie attorooon, Luo;r-BeaulUu told ae tbat he WQld be quite wl.llloc to co ahead on thh propoe1Uon ae aoon ae I lncUoatod tho llocretar:r ' • deei:r'ea. Lero:r-Be&ulleu -...ted to ltoow how cloae to the llooretar:r1 e heart t bie •tter reall;r ••· He 'aDh ua to tell bill bow 11&07 auletant 'freanr:r attach'• are deoired, He abo 'aDhd to bow whether thAI et&tue •• a aatter ot t .. porar;r or per!MDent character. He thoueht 1t lli&ht be oeceaoar:r t or the J'rench to .a -• etlpulatlon to the effect that lt -• other countriea, l•rnloc ot our obtalnloc cUplo-tlc atatua tar two or aore adcli tlonal ottlcere, •i&ht requeat alllilar treatment, then the J'rench lligbt ban to roconalder the quatlon. Lero:r-Be&ulleu tbcn~cbt tbia laat contlocenc:r unHltol;r, bv.t at the - tlao, feU tbat tbe J're~~eh •l&bt deaue a eateguarcUoc clauae. 
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J hAY• ,_.. •-raad• of Mareh 7\b, eaoloetllj! a -nama 4a\e4 

1•Wu&rT l J , 19110, fro• ltr. CUrrie, ...S JWT •-ru4WI of Mareh Stb, 

•nolod~~« a 1\u'\bar •-ruill\111 of 7elii'Uai'J' 29th fro• llr. Oul'rh \rutt-

at\tlllj! a •-randwo 4&\ecl 1ebru&rJ 15\b fro• llr. ~el .. , all ooncerntnc 

!'here reall y are \'too upec\w inYOhtodl (l) Ute \-e of \ba 

llcn•b, llBd (2) t'llr\ber lial\lnc el'l ... 

under ecneldera\lon ln the tl'easui'J fro• \lae \o tlae Alnce 1937, wben 

l nterewt r ate• ftP\ eo low, lout each tt .. eoaetbln« subeaqu.n\ly happened. 

\o lnereue t he rat .. eo \ ba\ the Clllrren\ r"tee on Oo'tanuten\ llcnde orere 

DO\ eo far out of 11"" w1 th the a-uratl" rat- on UnUM 5\ atn ,_,1"'• 

load e. 

of 11nUe4 St a\ea !a'l'iaca lonh 100 t hat \be .. \\er w'lll4 'be rM47 for ., 

the EQJ'opeAD war ba4 a\Pr\ed. and t he Jiel4e on Oo'tel'ft88nt aeourttlee 

llll&ln tft01' ... e4 eo that \bq were aore or 1 .. , OOIIpU'a'ble wttb \ba 

a•ar~~«& r ate 011 eawlD«" llcn4e. 'l'he ma\\er WilLe apia laid utile. Laet 

Dec•ller Jie14a oa Oo'tei'NI.nt etiCW't Ue~ llttOA to 4eorM•• r a ther 1'11Pl41J 

1111\tl a\ \be prHea\ \SM \hare h ...Sa 41'&1\• a •!lftaace lletween ncb 

71al4e ...S \ba - ... rate oe IIUlap .-.. 
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1 ..... 11"0 ...... -"- --· .... , ..-\17 Mil l fl .. \lla\ 
\1M tvthr shape w - ..aro are &h141t late *" ea\eprl111 

1. Bleoo •=•" wblell - 'Ill _.. t-ala~ S. \!II reph\l­
etfeo\lft u of Aprll 11\, or ~'•· a... -u lll'f'llYo (a) 
lUll U-c \be Mlo of U.l\" I \aMI larl ... ._., \o a uftNl .,... ... 
wt\11 Ho 'Maotl~ or ... 11 •-r, U.o ould-\l&l oorpora\lou, 
par\Dorlblpl, flt..larl1o, al4 true\ 11\o\111 al4 (~) llaltlac lbo 1ol1 
\0 reel4M\I of \llo Ual\o4 staloo, Aluka, CftMl lono, Phlllpplu 
Jelea4e, ... Jnaalar Poe~eeliou. 

2. lbo11 abancoo wtllab - 'Ill ..to ta \bo l'ejpllau .. o otfoo\bo 

l\ f~ 

,., Ml'llor \llaa h4' 1, 191lo. !1\111 w.l4 lln'Ohe ( a) po11n11 
Uli\aUoa oa \lis • .,. .... h _, \ha\ _,'Ill hao4 ....Sor ODll owa1nblp 
\0 a cortai.D epocttlo4 _,, oq, IJO,OOO. (ftlh, bo-r, pro-\1 
11rlne adalah\Ta\he 4ltttnltho ta •h• or \be pro••• 1\a\11\0JT 
llat\a\loa.), (-) ..,. eartalt.ea\ or pu\llcl\T etforle an4 loli&l ftDFI 

,, ... , oapoa \be fao\ \bo\ .-tap '1111141 ar1 clerl11cl \0 oaro for \be 

ea'llace of \boee la \bo lo_t_ II'O"PI (c) reclue\loa ot \be •orac­
ra\el u4 (4) \be loactMelllolr of \be aa.tun\T. 

J. ftooo ...... wlalab - 'Ill ..to oalT liT -n. = =• t.rl 
\o \bo 1-acl Ll\erq lo .. Aat. 'l'lleee '1101114 1-lY• (a) roae\loa ot 
\bo e\a\11\0JT _, ot 110,000 ill ""¥ 011 aol.,.._ T- \0 a lowor 
tlpro, ~. 1),000 a Teorl or (~) llri&l \bo heo\aJT aatberl\T \0 
roovto\ liT ....-1&\loa \bo _, wlalob _, 'Ill ...-tro4 S. &IT •• T­
wl\bla \be prHMI Uld\all• of 110,000. 
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I lilaW teelW te ¢amp .. ftC'I1ttl .. , etfMtlft .. et 

Aprll 1, l,ato, • ae te Ual' .alee etter *' te a atual pei'Ha 

wUb oae 'MMftdaq, er- • ou .. r, uA te ne,rln tile ealee 

ett~r u.a• date "neu••• •t tiM auw ltatee, .., ...... Oual 

liM, ~Uppllll hl.u41, u4 la~ hi-Ill ... 

1 aa -u-lac \1 .-..,all pa.a.e at~. •U•r wUIII a.,_.., 

la tllh •-"• U eb.IG14 )I -~ la ll1a4 \ba\ cb•p1 la ..... 

of tlllll 111 .... ,....n. a)IQ\ tllftl 110atlll0 a4ftllcte 110\101, 
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THE WHITE HOUSE 

WASHI NGTON 

!.larch a, 1940. 

t.:EUORAllDUl~ FCR 

'1'1:£ S:!':CFSTA!ti OF THE TREASURY 

171.11 yo u spenlt t o me 

obout t.<t1e? 

F. D. R. 

• 

I I 
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THE WHITE HOUS E 

WASH INGTO._ 

Febl"WlJ'Y 29, 1940. 

MSIORA!ILUW FOR T& PJU_SIP.I:liT: 

Re: Sayings Bopd s , 

Knowing that Marriner Eccles li&B greatly 
interested in this mnttor, I asked him for his 
e~geetions, which ere attached, Tho mc.in 
d ifference from t hu r~commeodo.tioos I mnuo on 
February l)th is that ho ~oulc limit totnl 
purclu:ses b-J each investor to $12,000, ..to~rocs 
I outg.,ste<l that in nC:oi t. ton to t his n ·s•r<rntc 
limitation, anou~l purch~s s aieht ~~0 be 
lim.ited to a f :JCO llr.lOlU\t Of $1, 200, 

He brines ou~ t he hi.:hly pertinent f nct 
that a limitation of $12,000 per purehnaor 
voould provice nn inv..,st.m•nl outle t for the 
entire life-tioal• ~avint:• of about 95 pore~nt 
of our populution. 

,.>---? . ~. 
~· // ( "' 

Lauchli.n 0.1rrie 
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t:.r:E!J S':AT::S :;;.v::.c;r, ~:.IJS 

:tcco:m:~endation 

The r'Alti= purehue or \inited St&tes So.vincs boncia por :U.tted to an individual inveator s hould be limited to a toto.l or ~12 ,000 l"IAturity vo.luo , in.s teou! o!' tho preoont liou t o~ ~10 , I)()() per ._,'\IIU.'1 r.lllch alloq the accuisition or ~ 100 ,000 in ten yoars . 7h~s cha:tr e r.ould per­!'it ench inv<>etor to pure:-.o.ao '75 a r.onth ror ten yorus o.nd thon reeoivo tho e quivalent o!' &."1 a..1nuit:; pe.~·in,. ClOO A nonth for tho noxt t o!'l yoo.rs . An invoator woul.;! be a llo¥.Cd to re t.ain r.hatovor hol'tiin ·s in excess o!' ~12 ,000 he had obt~lned r rlor t o tho effective da~o of ~10 pr oro cod cl:o.n,..e in tho r orul!\tl.ona , whic h :U.-ht be /,pril 1 o~ thi s ~·enr , bu t ho c ould bu:· no ·10 ro . 

:~e&~~no for reco:r.onda.tion 

1. ,,',onl thy investor£ arc tho :>r i no i!:o.l bone~iclaries: under ~:\o prosor.t pro::rn.n. .a.lthou:-h · n!.t.,d 5t~tcs saVin,.z lJ.o:"l\..3 <r."'ro ori-h\tll ly c os!. :nod to :lfJo t tho nocd: ot' s-,e.ll 1nvo3tora, tho:· ~Ut\'O boeor.e a.n incro!loin~l:; 1nport.L'1t lnveat!'ont nodiu!'l for wcnl th;: indi vldunla , oorportl.­tions , and financial inotitutioM . In tho fiocal yPnrs 1~~-;;9 about 64 po r eont or t~e dollar vol~ of ~aloa ~• in ~500 a n d ; 1 , 000 cienonino.tiona , and other evid.,nce incdoe.tee t . .e.t practically all ol' t ho:o ae.le: >IOnt to 1nvostora Wl10 bouc)lt ~ho mnxl.l'lUl'l or ~10,000 " :·eo.r . It nppoo.re, therefore , ~hut larce investors hold o.bout ~2,0{!0,000 ,000 or the total or .2,1.70, 000, ­()J() o!' Savinca bond~ outstandi:t~; on J anuary }1 , 191.0 . Tho record volw:lO of aalee in Januar y and Februo.ry of this year indicl\tes thnt lnrc o inveoto rs nro mnkinc even onoro oxtonelvo use o!' So.vinc • bond• than pravioual:t• 1'his tr.,nd 11 unfortwtate bocause it is desirable that larr e invo:>tore s h ould have to 1'ind outlets for their s &vinc• in t h o privo. to ea pi tel lOD.r l:o to . 

2 . lArr o intort:st aubsid;- . In view of the drnatie d ecline in in~cr " ct ra tcu olneo Sav i n rs bOnds Y.uro first introduced in 1~;;5 , the pur ­c ·,a:;crc of' Sa.v ~n -~ bonds no,.. rcc'l:i v .- a~ exorb j te...~t 1ntoroc t subald~' . In adti1 tion , s avinr:o hondn rive tho O;<'.:tr o;nely vo. lunlllo privilore ol' rodomp­tion on done.nd nt tho option or t itc holdo r an:· tl.no 6o do.ya after issuance without loss of p r i ncirl\l a..'"ld the holder recoivoa on r odeoption an intcroet return which increases fron 1.33 per cent at tho e nd of tho first yoo.r to the naxl:rn.un a ver!\r;e r e turn o!' 2 .9 per cent nt the end or 10 ye!lro . ltecular 10 - yenr Treaaur;· bonda yie l d only a bout 1 3/4 per cent, which moo.na that tho holdora or outsbL~dinr Sav1ncs bonda receive a h irhor avora r o interest return or o.bout ~28 ,0JO ,OOO a yc~r . Froc tho •tandpotnt of liquidity, t ho Sowinru bonds aro ooro annlorou3 to 'l'roo.ourv billa than to othor typos or ~ ron.:sur~· sccur1 ties • but ,..1 vo t..l'te hol ders .: hir-hor avera.r o return or ne&rly ~10 ,000 ,000 a :.roo.r . The oonrutod intore!lt coat on outsta.."ldin-; So.rl~• bonds , obta ined rroot tho current t\vorar;o investoont r1e l d on tho vt>rioue ~oriea ?:hich hnve boon outsta..'ldinr for periods up to 5 yearo, in about •35,0JO, OOO a yo"r hi r hor tho.n ••ould b o paid on a like volume o!' rotul<U" 
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~ reasuz:· bonds o!' co::paro.ble tlllcur!.tics . As COnt>llrCC nth eo:-rorata 

secur i ties , Sav!n! s \,onds have a te.x OIJuivo.lont y ielc of ; .h per cent 

to corporate and in3titutioru<l buyoro. Y111ile the inter eat subaic!,· on 

Sllvinra bonc!s oe.n l• o eonc!onod in t ho otuo ol' tho Gmall aavora , i t. cannot 

t e justified on the ::>ere than v l , COO, COO, COO a yo&r of bonco .. i1ich &ro 

::urrer.tl: rein~ to lll!"'[ e purchuers. 

3• Poscible interest savin to l'roo.su ' • The adoption of this 

~:~~:-~!:<~n~e~ :~r:~~~~ ~~ .~~~~~~:r~;P~~t!v~0~:.s:~o;r~~ ~~~:~~.-
t-'0 to :?00, 0..>0 , 000 a :·oar. Ir this ~1 ,000 , 0..0 , 000 l oss of !'unds ""ro 

raised b: · s nlos o!" 'i'r er.sur,' \,i lls .. tho P.v'!rft' ~e i nterest aav1nr s to the 

Gov<·rr.-.ent •-oulc! e -.ount to about ~30 ,C<l0 , 000 " ~·ear . Tho uso of bills 

instond of Sa\•i n r a bonda for Tr onaun,• !'inltllc inc 1a oven mre justi fied 

.,t t:h1.-. ~i.:"to bcCA1lr;o t ho Trot\aury i n Jl\J\Uttr:· ~~•• t!uood tho bil la outete.ndinr; 

to onl:· l , ~oo ,coo ,coo , or about 3 r or cent of' tho intorcst-bo..rinc debt. 

Billa and n.o t03 lo~ethor h~v<' been rac!ucoc! !n recent ;·ca r e to onl ;· l G 

~cr co~t or tho tot~l debt . 

4. J,;!'!'oct on 1'r onsur·y cnsh b nl nnoo . 1'ho pr orosod chnn~e muld 

r !>:!uoo t !lo noe<l f or tho ·:roosur:· t o no.intei n an c.b nol:'!'ll!.ll;· lt\rr e cosh . 

bnle..r:oo . A~ So.v! n .. ·G .lOnds nre r e c!eomb lc a.n:· t L-,e l,o da:ts after i a :tua.nco 

at t ho o;•tiorc of t ho holcer , tho; · conctitute o. do:-n.nd obll~ntlon to tho 

rrcc.:nn·: ~. Tho prineiro.l do:-llUlr. for rodor:ption i n do llcr anount eor.oa 

f r o" lnrce hold<"r a . Of tho ..il OO , OOO , COO o f So.vino·s bonds r odoened in t ho 

!'i•onl yoll.r 1 ';1;,~ , nbou t v75 , 0vO, OOO .:oro in .,.500 and , l , COO dono:-rl.m>tlons , 

r .. ilo on.l; .;9 , C';)O, t'00 r.e r o in ..:25 and .;50 de no::Unat lons . In cnso o!.' n 

r1so o l" interest ro.tes in tho !'uturo o a· tho dovolopnont o!' a ouc!c!on dos i ro 

!"or liquicit: · for \'Or ioua o ther r easons, the larco holder s ~10uld unc!oub tedly 

bo the fi rst uoup to ce.ah thoir So.vincs bones . 

5 . St&tutory debt lirdtation . Since tho statutory debt l1n1 t.o.tion 

has l.oon inter r r o\.od as appl~ L'lr to lho r.ntur~t;• - lue o!' So.viJ\::;s bonds , 

r aiainr noney throur;h o pon- tl6rkot obli r o.tions Y>Ou l d r osult i n a debt ono­

!'our~h l o•:cr t han T.Oul c! bo rc1 r esented I>; · e. s l.nil"r anount o t' l'inanoi nc 

t:hro urh Snvit.[ 0 bonc.:l . To do. t o . thu U Z)(I 0~ Sav1nr o bot.C.3 im;tco.C: or other 

hsuoe hno ino r onaod tho sto.tutory <!obt by ovor $700, 000, 000. 

6 . Tho neods of anall s avor G woulc still bo oo t . Tho a dorti on 

of this pr orosal .,.,u}c tond to c onfine sales or Savin£~ bOnds to tho 

investo r s or tho country with aoall or noderato means and would , thorcroro , 

res to ro tho pr o:,r"'" t o t ho pur pose !'or •mich it •. 1la oricin.o.lly intended. 

':'he proposed I'V\Ximu:l of . 12, 000 rno.tur itl' value woulc! ponnit an 1ndiv1due.l 

&.n~ each I!>OnbOr of his fo.."'ilr to invcat a lump SW'I o!' )9, 000 cash, or to 

r urohe.:o : 7 5 or Sa vines bor>Cia a 1:10nt h !'or ton ;voo.r~ . This e.munt or S&vincs 

bones ~-oulc provide an invcstnent outlot !'or ti1o entire lir o- ttoa sevinca 

o~ abou t 9 5 per cent o!' our popul ntion. 
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THE WHITE HOU!IE 

W~INCITOH 

Uarch ?, 1940. 

!X!.:OAANDUJ.l FOR 

THE SECRETARY OF THE TREASURY 

~111 you speak to me 

about t h1s? 

F . D. R. 

•• 

• 

, t 
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THE W HITE HOUSE 

WASHIN GTON 

Febrl='y lJ, 1940. 

m!OMNOUM FOR THL SEX:RErARY OF Til£ TRF.ASURX; 

Tho recent tremendous sales or oavingo bonds , 
combined with the fall in the open market rate of 
interest since aeles were init i ated, bas lod me to 
believe that the program should be modified. I 
suggest , therefore, that permissible individual annual 
purchases or savings bonds be reduced to $ face 
value Slid that aggregate purchases sho.lld be lim1ted 
to $ • I n order to prevent a ru~h of Ml.es , 
this 80dification should be ~e effective as soon as 
announced on s=e early appropriate date. 

I suggest that cash r ecoiptll thus sacrificed 
be till de up, so far as necessary, end for the time 
being, by the i ssue of Treasury billa. 

In explaining this move I should stress that the 
essential purpose of the program i o t o provioe a 
s a fe outlet f or the current savings or people of mod­
est means; that wealthy people DJld finDJlcial institu­
tions are taking undue advnntago of t ho favorable 
terms and that we f eel t hat t~e savings of wealthier 
individuals and institutions should be encouraged to 
go into private investment. 
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THE W HITE HOUSE 

WASH INGTON 

Res Snyin>s Bon<!.li.o. 

In our ~iacusoion last Saturdn: you indicnt d th~t you th ~ur~t 
either the r :. or th~ ruo"'unt _ol• \.a • ny ou in• i•Ji u.- 1 :~h>w.d be 
lower~d . Th pr~s~ot r& ~ io 2 .9 p rc n~ rnu thb r~ce ac~unt 
tLo,ooo. 

tor the. p-.:rpoa" of cutt.in ... o •. n c . !.eu in oru~r to ;c ejl do•:n 
l.hlo .:ov !'f\!:..nt i nt" r"st col<'t.S :.n .h· <~O bt. applicnble to tho 
otut.ut or;, uabt limit, " lWt.nt l.on of a; l c. c too ......... 1>o more et r.-.ct ivo 
t'UlZ\ o r oauction in t he r:..to. Lv- n ot :< p~rcont. t he anvin s bor.na 
- ould be more nttr~ctlvc to ~enlthy inve stor s thnn 10-yenr open 
m~~rl<ut bono:l buc~<UGO of t he c11 Sh r CJ< Iap\. 1 0 11 ten~ur, . Mor~ov r , a 
r uduct.ion in the yearly e.oow•~ purchnsn clc coul" be mor e eacily 

effected o~minlstratively. 

I cucrost, th~rcfore: 

1 . Lonve tho r nt e at 2 . 9 p. rcont. ft tlQ reduce permissi ble 
ann\Ul purchuses t o ~1,200 foco u;.~o~t . Tbls v.o ~lo pr ovi ue 
an outlet !'or curro:n\. aav1n: a of $75 a mont.h \11th a r eturn, 
t un ;r...nr& later , of $100 a ::.o'lth . With f our p..rson s 1n o f~U>­
ily, t ho out.le t wouln be $)00 a 0101.th . 

2 . Prohibit. l'urthor purchoe-.o to llt1)' p-..rson vho:;e hol.d-

11\1]11 a lready exceed ~12,000 . 

Th!: achome would then provio e a ~t\l'e outlot l'or t he savinf(e of 
people of moderate means and the moro; tho.n one percent cub51<'1y could 

bo justified on these e ro •nds . 

A oo~owhat l ess drastic reduction would be to r educe the 
pormir.ni blo onnunl purche.oes to ~2,400 fnce amotmt. This would 
parmi t monthl:· purchase s of il50 or, for a famil:r of !'our, $600. 
Acgr ogo t e inn1vidunl purcbnsc:s llirht , unccr thl. s alt--rnot1v.-: , be 

l1111t~d to $24, 000• 

AsiiUIIli~ that new 84l.ea lone rcdca pt.1ona unevr t hls p.:-opoSt.l 
would IUIOUDt to around $100, 000, 000 a yocor and t hat in pU>co of 
$1 billion of add1tion:u 118v1nt.o bonus , T rceour;f bills were iusuod, 

tbe annual. inte r est savin& to thf' cov · rt\JD<Alt woul.co be et.out 
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JO wllion. Tr .. nsury billa no1; co:..prise on.l,y J perc~nt or tbe 
1nter c st-bev.rinc debt 'md yield less thl\ll 1/100 or 1 percant por 
annua. Throe to five ycnr notes yield l oee than one-half of 1 p.>rcent . 

In t he llC<!O;opr .n,nn._ drnft Of n IOdCOr~UWua for t he S~crotacy 
of the Treasury I htlvc loft hl.cnlc s pcccs for the ~raiosible annUAl purchases. 

~,.c.::. Q .:. 
Lauchlin Cur1·1e 
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Fe~ry 13, 1940 . 

t. "t l . • . 1? 11J. ?6 15 . '/0 63. 12 100. 00 0 . 01 

J.:~\L.-1 !~cno:t. of The ~-cr. t ut:; o: t.hc Trcc..sury . 
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STRICTLY CO NFID ENTIA 6 78 
TREAS URY DEPARTMENT 

INTER·OFFICE COMMUNICATIO N 

DATa }'.arch 20, 19110 

To Secretary Mor centh8u 

FROM Mr. Cochran 

Mr. Purcell of t he Securitiea and Exchange Ooii!IDhaion called on me by 

appoi ntment at 12130 today. Ve diacuued tho excbance of correepoudence be­

tween Ooaaiaeioner Yrank aD4 Secretary Morcent~ The Conmiaa i on ia entire lJ 

vilUnc to abide by Treaeurr teraa on hondli~~& the confidential infomt\tlon 

received from t he »ritiah in regard to &alee of Brltiah owned dollar securities 

on the American market , 

I am to telephone the figarea to Mr. Purcell aa end when received troa 

t he »ritlah Eobaaay. Re vlll keep a douhr thereof whlch he vlll hand 41rect17 

to Mr. Prank. Mr. hank vlll hove the reeponalbili t T of maintaining thla 

atr1ctlT confidential, but mar ahov the figures to the other Commiaaicnera, 

without g iving thee oopiea , and with the doaaier alvaTa returning t o Mr. Purcell. 

'l'b.ia arrangement we reached after I had turned down the auggeatlon of Mr. Purcell 

that the »ritieh data be given to all of the people who regularly receive t he 

tigurea nov obtained from unofficial aourcea in New York and diatr ibuted by the 

S.E. C. 'l'hia diatribution i nolud.as various S.l!l.C, people , acme i n the Yederal 

Reserve »card, eto. I 1naiated that the only juatlfica.tlon in aaking t he 

Brit i ah t o cive ua thla inform&tion ia to enable ue to protect the AEerican 

market. Vlth !l.r. Yrank and the other Co=iaaionere, together vlth Secretary 

Mor genthau, knovlng the da1l7 operatlona of the Brlthb, tbeee J.aerlcan official& 

are h:~diatel.¥ in a poaition to raise a queatlon vltb the »rHhb 1f 1t abould 

appear that Br i tlab off icial ealea of aecurttiea on thla ma.rlcet are having a 

deleteriouo effect. I prooiaed to conmence giving Mr. Purcell figures tomorrow, 

8lld to gin b.im a table aummar1d.ng aaloa frora February 22 to date, 1n order that 

the S.E.O. r:JJ!J:f ha.Te a complete pict ure of Brlthb anlea under the net1ng ordere. 
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Fro a ; Aaerican Coneul, Jlan&oon 

'l'o: Secr etory of State 

De.te: March 20, l9llo S1!RIC~Y CO!iFIDZN'l/UL 

DuriJl6 the l aet half of February the Un1 ted Statee attained 

f irat p lace in the amount of reexporte of war euppliea to China. 

American mat er iol.e condated of airoraft parts nlued at 261,000 

rupeea or about $78 ,000, 5~ of which were encinea. The Talue of 

total reuporta vaa $248,lloo or 828,000 i n local currenq. Other 

than Aaerican mater ial• the approxillll\te Taluee wer e $23,000 fro• 

Hon~l<Oll8, Runian $61,000, French $38,000, and :Belgian $50,000. 

The :Burllla railwa;r~ dur1118 t he period .A.pril l, 1939, to 

l~ch 10 , 1940, traneported from Rangpou 53 , 777 long tone of 

sooda destined for Chinn. It is eaticnted that more than 35 ,000 

tons of t hese were war materials ; in addit ion t here were trana-

ported 1, 824 aotor t rucks. It h expec t ed that totol. r nil re-

ceip ta from China traffic will exceed 2 ,000,000 rupeea in the preacnt 

fiscal year ending March 31, 
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STR ICTLY CONFIDENTIA L &0 
TREASURY DEPARTMENT 

INTER..OFFlCE COMMUNICATION 

DATa March 20, 19ijo 

TO Secratar.r Korsent~ 

noow Mr. Oochru 

Mr. P1Aaant telephoned at 12 noon that ottici&l aalea of .eated aecuritiea 
011 'l'uaadq. Karch 19, -ret 

12,300 
589,193 

Nil 
Nil 

~~. P1naent contemplate• leaTing Waahington about Karch 29 or 30 tor a tort-
111£1lt. Ro has nothiac to take up w1 th the Secrotaey, but would ba &]..a4 to c­
to tha Treaaur.r it t he Seoret&1'7 -., deaire to ••• him before the Secret&1'7 
lea•ea Vaahington. 

'l'he attached cl1pp1n& t r oa. tha llew York Rer&ld 'rribulle of 'l'ueadq, )l.aroh 

19. ia of intereat. 
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DV YOI!K BDU.D mJ3tJlll - March 19, 1~ 

MOBILIZJID S~I'l'IJ:S 

fha Britiah order i aaued a month aco :reeter~ 
eallinc f or the mobilisation of eixt:r dollar eecuritiae 
held b.Y :Britiab D&Uonela h81 not r eaulted in the aale 
of a aiugle ahara of the mobilised ieeuea, eo far aa 
can be l earned in Yal.l Street. ltoolt market anel;rah 
continua to inald t hat the price l a'fal bora 11 be1ug 
bal d down ~ faer of fore1BD aellia& of .ubatantlal 
proporUone , but e011:1entatore i n London are UD&ble to 
underetan4 thia attitude and 1Daht that official 
11qu14atlon, vhen and 1f it f111All:r conea, will be 
coDducted eo aa to ban the leeet pou1ble effect on 
local pricee. !here ..,.. a lltUa mora f oreip eelllug 
laet weak than in recent aonthe, ae :Bri Uab trader a 
eliminated dollar debit balencu under treasury order. 
fha extent of t he aelllnc, how&'far, wae not aufticient 
to cauea an:r 4ittlcult;r, broker• taT· 

\ 
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82 
TREASURY DEPARTMENT 

I NTER OFFICE COMMUNICATION 

OAT& Karch 20, 194Q 

TO Secre~ T llor gentbml 
STRICTLY CONFIDENTIAL ~..ow Vr . Cochran 

GOSSIP 

George Barrl aon ia aaid to have received the o!!er c! the preaidency o! 
the 11 .. York Lite Insurance Cc~:~pan:r several we eks "«"· !'he idea ..,..s that thh 
matter ahoul<i, o! eourae , be kept strictly confidential, but the new Yra. h r eported to have been eo pltaaed with her huab&nd ' a opportunit7 that the t old 
l"alter Winchell, and be told t he world. The IlUIUl'aneo e0111pany 1a aueb 
ebarraaaed at not baY1ll6 received ..., &newer !roa l!arrhon, It be should now 
turn down t he O!!er , it would burt t.be COII!J)8ny, &Dd IIIILke it difficult to pt a coed """' in bh pl&ee a e ucond choice. The ll'ederal Reserve 'Bank bat been 
r eceiving cany inquiries and poor Sproul, who ia chosen b7 the p r oaa aa the log ical euccouor, bas had tole 111J7 a uch on the defendve in proYidine; &llawora. 
!.cclta it said to be acre, &llteing that he knew nothing of the aatter UDtil 
te read o! it in the presa. so- circlta !eel that Zecleo might take ad­
vantece o! thh opportunity to put & ..., of hie own achool of thOU£ht in the 
b&nk et r.ew York a a aeeond, moat likely BAnaom. Some announcement by Barr hon 
11 tlqleoted following hio vhit to lf&ohington toda)'. Ris !rlenda think tbat 
he will a<:cept the poet which, I beline, earriea a aal&ry c! $85,000. llhile Sproul it well lilced in !lew York, it it not upecttd that he would e:D!rciat 
&rrat in!lurnce aa beae o! the !lew York bank. 

The story in Europe ia that when B&rriaon waa !irat named Governor o! the 
Federal Reserve 'Bank of New Yor k, Governor Wontagu !lorman of the Back o! 
Entland in hia oeaaage of ! el1c1tat1on told Rarr1aon he underatood tbat the latter waa a bachelor , whic:h ..,... the priae prerequhHe for a aucceaatul 
central bank covunor. Since th.en Gov•rnor lior.D baa aarr1•d. 
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TREASURY DEPARTMENT 83 

INTER-OFFICE COMMUN ICATION 

DATE Mazoch 20, 194<) 

TO Seeretar,y Mor gen\hsu 

f'ROM Mr. Cochran CO NFID E NTIAL 
'l'be reported Tolu.ce of aterliDC tren.aaetiona todq wu elichtly lower than 

that of yeaterd~ with oalea exceedine; purchaaea by approximately 1.120, 000, In 

Amatordam, eterliDC opened at 3·72-3/4, moTed up to 3.74-5/16 , aDd Juat before the 

opan1Jl4 in !lev York , it vu 3. 73-1/2. In !lev York, t he fir8t a tar ling rate we.a 

3. 73-3/8. !luriD& 1101t of the ~ 1t :DOTed 1a an erre.tic lllaiUler, reaehiJI& a his!> 

or 3· 73-5/8 shortly before noon. In tha efteraoon, the rate had a wale UDder tone 

and touched a low of 3· 71-1/4 Jwlt before tb.a cloae. 'l'he final quotation wu 

3·11- 1/2. 

Salea of epot aterliug by the eix r eportiDC banta totaled ~.000, from 

t he following aoureea: 

By commercial eoneerne • .•••••.•• ••• ••••••• •• ••••• • ••••• • •• ••• L 135,000 

:Sy forei;;~~ benlta (Europe, Fez lta.at 8.Dd South America) ........ I. m·ooo 
'l'o tal • • • ' • 000 

Purchuea of apot aterling amounted to ' 531,000, a. indicated below: 

'l'be followi~~& roport1nc banks aold eo tton billa to taliug l.l3 , 000 to the 

3rlt1ab Control on t he baaia of t he official r Rte of 4.02-1/2: 

I. 12, 000 by t he Cluaranty Truat Co. 
1,000 by the National Ci ty :S&nk 

' 13, 000 Total 

The belga hlproTed further to a hich of .1705 aDd closed at .1704, 

Tbe other important eurrenciea cloaed aa follova: 

heDCh france 
Ouildera 
Swiaa franca 
Ceudian dollN'a 

.021<>-3/8 
·5309 
.22'42.-1/2 
18-5/~ diacount 

The l'ederal ReaerTe :.a.u.k of !lew York purchued 220, 000 Sw1u franc• for 

account of the :SNilc of LatTia. 
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Ve 10lA $1.50,000 1D COld to the JlaiioDal Bult of llalgha, to b<l &4.d.e4 t o i h 

ear.arked account. 

lie purchaeed $21, 000 ,000 i n col4 from the eartlal'ked accoUAt of the llank of 

Swede. 

The Federal Resern Bult of New York reported that the foll.owi~~t: lhipoaanh of 

gold were bein& conata:net to 1t by the be.nlce indicated belowa 

$12, 653 ,000 fro. Canada, ehipped by the llank of Canada , Ottawa, tor ule to the 

u. s . .Uea;r Office. 
2,257,000 trc:r::a Englenc!, lhipped by the llulc of Engl.and, foraccount ot the Swise 

Nat ional llank. The diepoeition of t hie ehipment 11 unknown at the 

preect Uae, 
1 , !)49,000 froa South J.trica, ebipped b:y the South J.trican R .. erTe llulc , to be 

=....-::c=-:-:::: earaarlced for account of the Netherland• llaak. 

~16 , 859 ,000 Total 

The State Department forarded. to us a CAble stati~~g that li:rlangere , Ltd. , 

London, was lhippiDg $57,000 1D cold. froa l:nglalld t o the Kanutacturers Trust Co, , 

Hev York, for aale to the U, S. As..r Office. 

'l'he Federal Reear-re llenk ot New York: intol'll!ed us that the Central :a.nk of 

':'urlce:y :yeeterdq paid ott $1 ,000 ,000 of the seasonal loana made to 1t by the J'ederal . 

ua1n& d.ollare in 1h account with tbe ll'ederal for that purpoee, Tbia tranaaeiion 

reduces the total of such loans outstan41n& to $1 ,000,000, aecured b:y $1.,111, 000 

in gold. 

The U. S. equ.halent of the llo:obay silnr quotation wae unchanged at 39. 1lf· 

The Lond0111 fixing prices for epot and f orvarcl e1lnr adn.nced. 3/164 to 2ld 

for eech dalheey. The U. s. equiftlenta were 35 .3011 &Dd 35.lltl reepeciinl.;y. 

B&Ddy and l!ama.D1 s pr ice for foreign s1lnr was uncbenged at 34-3/~. !he 

TreaSIU71 s pr ice was aleo unchanged at 35¢. 

We made six purchaeea of aiher totaling 331,000 ouncee under the SUnr 

?urcbase Act. ot t his •ount, 26,000 ounces repreeented tredi.ng sil.,..r, aDd t he 

reoatning 305,000 ounce• eoaeisted of new production tram f oreign eountriee, for 

forward dallTer;y. 

coNF\DENTIAL 
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" Prc'-1. 20 1-:llJ.O. 
l! ' 11- : 7 "l."'. 

·-ell 1- ':PP~r ""'P 0""1.,..r,,- *'!"ounc . · 11.v I h~rr 
t'-~;; ·;o, •rP .,,.,1n- "'''t" nne' I !mo1· 1t ' n -o1n- ·o 
be d1~~1 ~·Jl t t o rtrue<' ze "'C in for e 11<; ·1c 
C"l"'lo 1nt"'cn t . T t (! l1':c vrry "'UCh , on P "ll'ttcr 
t~at ' s !11~1-' tl~· unur·ml , to co~e ovPr en,. l'er 
you 1 f' -,on~ lb , r . 

';o111t'n ' t -1 ve ~r "n 1nkl1n<'? 

:·ell i t hn~ to (11') 111 th - I ' d be l"lad to 1"'1ve vou 
·n in:", 1nl" 1 i' 1 t 1~·on 1 t 1ntPrfPre ~;1 t!'o MY "'"tt1nv 
~n "'"''l"')O\n '"'Pn~ . 

-... .. 0 - v !l-..... t o e'o ;·1 ~· "c"ntt ' r:: s1"uat1on . 

: r:e,.. . ''ell : .. e .. :t - .b"~ lon- P..re '"'0'' ~: ··o,,r 
o!'"!"" cc? 

"ell : ~"r - - ern 'ol' "lVFeU' ~>t vo••r di&"'l-:lBD l 
if t'•,. re • r nn~· c> ~nee of "ee1n,.. •ou e1 tl Pr tr1s 
P ~ternoon or to.,orro~: "lOrn in,. . 

Ye$ , I ern - oh mnvbe - let me j us t see El 
Minute . I tell )fOU PhPt YOU do . Vou 001'\P hPre 
nt ten o • otoo'~ to"1orro~; ,orninoo, wl.ll you? 

':'en o 1 aloe'· to--:orro1 · ..,orn1n- . 

I 1 11 "" tl·r re on tl ,. C!ot . 
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~· ~. ....,.. . . . "' . . 
' .. 

r . . .rr : 

.. . . . ..... . . . " ... . 

. . . . 

.. . , . . Jr : 

... 

- ., -

':'~l'n'ts l' lot n1r . 

I cpllec you becP,ro , \1011 , I s·~'>:oo~e 1 t lltHl -
I ' ', do the bent I onn. 

I cr.n • t - if I t nlk ! ' ll ~o to js11 , but I ' ll 
be ~ l ~d to PeP vou . 

\'ell ~-,, ~t>n •-oel''' ~'rt"r1y , juFt hendle 1t Pny 
· p~· .. "" Ht!nt to , but I t'"o'l-"t :·ou '11-'ht be 
1n~cro•t,<'. ~nd I thou ... ~ 1t I.'QS necessary 
to try to ... ee ,,ou tn t~1 ... -

.. ell t'""~'" ' s a nu ... ;;,cr of boys tret P"Ot off on 
the 1-fl'On- ~oot tmc.'. I ' d 1 1 •·e to hl've '1Y dl' y 
1n court . 

•·e1.1 I ' J.l bt> over trt>n t1 t ten o • c loc~c . 

"honk you . 
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Maroh 20, 1940 

ME~'.O!WIDUU FOR THE SECRETARY : 

Steamer EASTERN GUIDE, New York to Vladivostok, 

Russia, wno loading a.ll day )eaterday. 

Seattle: There are no ships in this port 

intended for or loading for Russia porte. 

(Sig ned) Baoil Harri s 

(Sent to President 3/20/40. ) 
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luob 20, 1940 

IDOIAIIJOI 101 TU PlUIDIIta 

Iatoraattoa baa laot beta rocdYed 

tta.t tbe •Janom Oulde• Ia •111Uar ell eopper tekOD 

OD ODd loadJac OII}T •ooblaory 1 OD iAUtJ'IIII'tioaa tJ'OII 

tbo A.torr 'lradtar Co-,QT. 

!bi1 auppleaoata illtor .. tloa rece1Yod 

Ill ae110raadu• to •• tro• Ba1U Barril lent to you tb!a 
•millr. 

!Ill Il l H. •=a n 1 a. Jr. 

OII8IIIAl FOIIWAIIOED TO ~Oliii£S6£f 
Ill* ClffJC( Clf THE SWIETAIY 

0 
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ll&l'ob 20, 1940 

lntor~t1on hal lu•t been recelYed 

tbat the •Jaetem Guide• 1a UDloa41nc all coppor taken 

ou m d load1Dt ool7 .. ch1Dery , on 1Datruet1ona boll 

t be A.tora fl'ad1Dc Co.p~Ja7. 

tht• aupple..at• 1Dtor .. tlon rece1Ye4 

1D •e1110randu• to •• fro• B••U Barril • ent to rou thb 

(8Jiue4) R lilaC "'•a. Jr 

Ol!lill't RIJIWMIIJOI TO ..,.,_. 
,_ llffll:l M Till~ 
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Present : ' 

March 20, 1940 

3 : 45 pc 

l!r. Purvis 
Ca:otein Collins 

f!:l ,Jr: Got my engine 1 

!~. Purvis: I think so, but , by Heaven3! I 
can 't t el l you -- I reel as thou~h I have won a war! 

HU ,Jr: Wel l, by golly! you had better! , as 

tlr . Purv1n: Well , I would not t hink it a com­
pletely comparatively easy thing. I have this lit t le 
disad•Tantage . Sir Artro..1r Street i s at the Front on 
a tour. He ' s the permanent Secretary . Ee's number one . 

fC.!,Jr: lfho is number two? 

!Ar. Purvis: Ki ngsley Wood ia Uini ster. And 
apparently t he Rolls Royce is longer drawn out than 
I rea lized and it' s being moved into departmental 
machiner y and frankly I won ' t express my views, but 
in effect here is the situation. 

~ ,Jr : Well, don ' t let's t Ake t he time. You are working on it ? 

Ur. Purvio: I h3.ve got it, I thil".k. All I 
want to do ls ask you two th.lngs. One is payi;lent. 

~.Jr; They will pay . 

1~ . Purv1e : I want to avoi d that . What we 
suggest i s to go back to the orisinal suggest ion 1•hloh, 
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I believe, is acceptable ~o the Army, which wil l 
exchange an Allison against a Rolle Royce . That 
was t he orie inal suggestion, I bel ieve, from this 
end , aa far as I kno~, nnd t hnt would be the easi­
est way. 

Ca~t . Collins: I don 't ~now . 

llr. Pu.rvis: That's a very pr Actical sugpestion 
as to the cethod of carry1nr it out. That would 
avoid the question of ?ayment. 

~~ ,Jr: Well , as'~ Gl'neral Arr.old. 

1~ . Pur vis: A oonnarison to be made at bot h 
ends , Allison with t he turbo exhaust and the #10 motor , 
and I feel t hat there is somethi~ t o t ha t . We get a 
comparison at both ends. 

Hl: ,Jr: \Vell, you (Coll1ne ) ask Gener al Arnold . 

Cal)t . Collins: I will tn.ke cnre of that. 

~I .Jr : I want you t o t l\ke care of it, beol' 'lee 
I am dee.d. 

!~ . Purvis: Well, 
over t he biggest hurdle . 
me t hod. 

a nyhow, the answer 1s we are 
It becomes a question of 

There is apparently o~e other slight question 
which, on the telephone , t his morning I could not g et 
out because it ' s a bad line, and that is it's t wo en­
gines , I understand, thAt you wanted. 

H!! ,Jr : That ' s right . 

!.!r. Pur•ris: Some question abr oad. 
the Embassy on February 7th asking one and 
get quite what they were after, but one 1s 
mind. 

IVrote from 
I could not 
in their 

~l1Jr : General Arnold said two , because t hey 
were afrs_! they eight break one u9. 

92 
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One is unqestionnbly just a !lr. Purvie : 
question of method 
nrisin.;- - - t>nd the 
handle. 

to avoid p~yment - - the question 
other I am perfectly sure we can 

H!:,Jr: (To Collins) Then let Hr. Purvis '<now 
t 0::1 or r ow. 

l'.r . Purvis: But t he thir\7 i'l di sposed of ex­oep t for detail. 

HL! ,Jr: Well , some detail! 
our engines in return. 

They ~ant one ot 

l!r . Purvis : I think it ' s the Army 's or.n nron­
osition and it by any c~nce i t i sn ' t , if you w1i1 
let me know we shall so ahe ~d while you are away. 

t or 
'll6 1 

Hll ,J r : Arnold told me •we will be gl ad t o 
1t . • He did not aay anythi ng about ewapnlng 
but find out . 

Canta in Collins: Ye s , sir . 

pay 
to 

t!r . Purvis : Then, on tr.e peneral progra:n, I 
don ' t thillk I need t o go over it . You have been over 
it ~ith Self ver y recentl y . 

ID!,Jr: Very ro~ i mpress i on on me. 
it all do~. Excellent impression. 

I ':'ll'ote 

!!r. P.trvll\: r:IP. can ' t '"0 ff!'r m·on~ l71th hi m 
hrre . After thf! nrel1min~tr1ee, we ·~ould lilts to get 
Collins i n a~ain . For the moment we are s till in the 
pre liminary etov e . On the "thol.t>, it has been roing 
very wPll ~hla ~eek. 

One noint on ,..hlch I ,.,e>•ll'l lilte a further word 
rl t h you. ThP li~ht alloys s itunti on . At t he nree­
ent , we are runnin~ i nto a en~ which we can't believe 
is real. The nr oduction of virgin a luminium ln t hi s 
country is 150 , 000 tons a year . That nas the 1D39 
basis. I t rises to 180,000 when t he new crop in the 
State of Washin~ ton comes in towards the end of t his 

53 
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year. It i s a very big tonnage, because the tonnage 
of light alloy manufacture -- I refer t o extrusions, 
bars, shapes, sheets , all t ha t which goes int o the 
a irplane manufncture - - the maxiiiiUlll i s 50,000 tons 
and it cay interest you to know, i nter est you enough 
~ out a memorandum on t he subject. That ' s aoout 
t he. quantity of l i ght alloy shapeo , aheets, extrusions , 
bars , all that k ind of thing which goes into the making 
o f 1,000 planes n month, 12,000 n year . 

HU,Jr: I would l i ke n memor llndum on it. 

Hr. ~~rviP: Would you? 

Rii Jr: Very mch! 

~. Purvis: That i s the British f a shion plane . 
Beoause ~hen I got a me~orandum made up yesterday, I 
t hought 111 th a little change 1t mil"ht be valuable . 
I t would point the fi nger in light 1\lloys to l'here 
there a re certain deficiencie s , which I thinlt might 
have real value . Self and r worked it out. 

But on the ingot, t he virgin aluminum, which I 
di d wonder roe could ~et a little help on. 

Durin- the last ten days , there has been a 
sudden change on -:he Aluminum Corporation . Up to 
thnt time we olnced such orders as we pleased with 
them for bare· and eheets and shapes, of whatever k i nd, 
and t hey c•lpplied them with this huge a luminum pr oduc­
tion behind. A short t ime ago they began to say to 
us, "We oru1 only a ccept t hose orders if you give us 
a luminum from Canada." 

. Actually , i f there was a genuine shortage of 
aluminuo, we will h~ve t o strain tremendously to do 
lt, but actually we feel t his is sort of oo~th1ng 
t hey had introduced without rPal reason . I am speak­
ing very frankly . I wonder if we could r~ve your 
help in runnirtg that down f or it 1s really a Vital 
poi nt . I suppose soreehow or other we will have to 
do it, but what we would like t o do 1 e get orders 
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!)ut thro•Jgh in a normal "fi!.Y and we fe el t hey are 
ueir~ the ~rrsn~e~ent the Ooverncent asked t hem 
to do wi th reserve stocks to do eocethlng which 
i a really1Br.tastic , not eo~et~~"C you wanted thom to do, 

HI! ,Jr: ThPre is somethinp ""rong . I am 
going to na:t :;ou whAt i s !!r. Davie ' name? 

tir . Purvis: I have met h1m twic e . 

(To Li eu t . !1cKa:; : Call un t h'l offi ce o f 
!lr. Davis, Pre sident of t he Aluoniwn Cocnany of 
A"'ericn in 1:"" Yor•, , Ask h l c if lt "'111 be con-
venient fer r~o t o co~ to ree ~e to~orro~ a t 
11 a . =· Tell hie: I a:n le-v1 "'I" to~orrow nie-ht 
for sQ~ Ia!~d and I ~ very anxious to see h1m 
tefore I go , in connection rith the English and French. ) 

dent . Cnntn1n Collins: I t hink Davi es is Pres!-

Ur. Purv lP: llo. Davis 1o the can. 

But , as I any , it has intr Oduced a neo; ~haee wh!ch i s a little ~orrjin& . 

H::,Jr: Look , i r. order to amve your t iz:le , you 
!lre not tellinc- me anything t hllt Sir Henry Self has 
not already t old me . 

Mr . Purvia: No. I 1ma.-ine not . 

F!!.! J r : I n order to save you, I called up 
t his oan !collins ) yesterday "nd I enid , "You ge t 
on this alU!Jinuc t 'Ung because I 'lD sunk. • 

C~rytn1n Collins: I ao on . 

!lll,Jr: Non , •el l llr . Purvl a and me, at t ho 
aaoe t i me , what you kno- . Can I be a ny fairer? 
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l!r. Purvie : Very f'llr . 

Cl\l)t . Collins: llo-, As t".e result • . •. 

;.:; ,J,. : Let 1 s call n spade o. snade . 

c~otr1n Collins : As the result o f this talk 
yesterday , o.nd this lea~ late as 2 o ' clock today , 
hel"e ' s oor'e fl r ures t hat ne !tl oked out by memorondum 
fro~ la~t nipht and from Nen York: totnl or~ers 
placed by the British f or tubeo, ~rs , round bn~a 
on~ she~~s . nre 1102 tonn. Th~re i s un~er consid-
P o. t 1on for t ne Briti sh 10 , 900 t ons. That ' s t ubes, 
ber~ , ~heet~ , :!'orclr.~ ,stuff of tllllt 'ti nd , 1 , 000 o f 
-~!ch ! ~ for Auatr al ! e . And of this 10, 000 t ons 
t!:ere r..~ve been , cccordinr t o renor t fron :>avis i n 
!:r- York , t.~llta and t Alks on<! tnlka nnd tlll.Ya , and 
n~t:~nr def inite concernin~ sl~es , quantities o f 
di ffe rent it~r.s , and t his hAn been hAn&lng f ire -­
so!:le of tnt~ "'Oes back to F'ebrunry , cnrly part o f 
F'ebruiU'y . 

l!r . Purvlo : cs-,t n i n Collins , !!r . Davis is 
olnyln: a rnther interes tin"' rn~e, but ! t hink no~ 
t'!!! h.? •1e r-ot t;o t!:P bot to::~ of t h i". It was sor.et1~e 
bt'fore """ re~l17ed t.~'.; + •• ic bueinPss of alwa~·s S'l~ -
1n • to •t8 , "You ore no'.; r-1v1n"' uo llocu:-l'te S"ecifi­
ca~ions•, !t ~ll8 so~et!~a before -e r eali zed fle did 
not have the .. ;;ole story. lfe -rnc1ually, co..,lett>ly 
put our~elvee in position -- we ho.ve found always 
t . .l .. story "You ml .. t got it to,.orrow• - - t hat '"e don ' t 
-1ve the~:~ enough lnfor:J.o ~ion . Hi s mnln str atee;y has 
been :.11 the time to say , "We onn' t deliver t h1t be-
c~uee ~e have not ~he snec1fic~t1ons • . Actually , we 
t'lnall y tr~>ced t :Ult to its l a ir. TAke t hat extra 
quan t1:y. We ~ot the absolute detniled s9ecif1c~t1ons . 
wr~t we nr• ~e~ with, on ~~e oth~r hand, "I t' s no ~ood 
Jour : .. l1~1r.r unless you c Pn r-!\·e us alu~1nU::J 1ncot • . 
~e kno~ the outp~~ of ! r.-ot OOQnnre8 - - 150 , 000 on 
to~ay ' s basi s r.ith 30 , 000 comin~ in the yea r . Requlre­
-::en t s for all t he nlrpl a!"le induetr;• , t he .. ~-tole t l:ine; , 
5? , 000 t one. And t here i s the ~r~le mar g in -- t here 
is so~eth1nr r olnr on behind •.••• 
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Caotain Collins: 
realize , because it hns 
our mi nd or ingots. 

That' s a phase I did not 
never been any questi on in 

I!Ll.Jr : What I thi nk you ought to do, depend­
i ng upon whether we hear !roo !ir. Do. vie or not, I 
need two pieces or paper. What I want is the orders 
thAt you have o.lrendy placed and the ones you would 
like to pl ace , talking -- I think the t hi ng 1s t on­
nage . Whether it' s ingots or shapes, it all gets 
down to tonnage . 

!w. Purvis: Thou~ht the difference here 1s 
in the airpl ane industry; the light alloy side, for 
airplanes. You have an unbalanced situation r~re, 
~here you have an exoeas in sheets, a short capacity 
in !orgir~e. The actual forgi nes and the tubes are 
very , very short . They are out of balance . You 
have grand production -- f or instanoe , or bsrs, but 
it' s unbalanced. You have not enoueh forgings to 
take ~are or more t han 4 , 000 planeR ~hereas you have 
enough sheets to take care of 12 ,000 or 15,000 plo.nes 
a y.gnr . It i s an unbalanced situation in t he worki ng 
of t he ingot into shapres nhich I would like to put in 
thAt ~ecorandum to you. We are up nr a i net the diffi­
culty •••• 

HU Jr: Ir he ' s going to be here tomorrow and 
if it is i mportant enoush to you, you had better stay 
over. 

1~. Purvi s : Well , it mi~ht be . 

H!! 1J r : I mean , if he 1 s coming down , I cou~d 
sec hi m for hal! an hour at eleven and t hen have you 
Join us . He's going to say one t hi nF and you or e 
going to eay enother, and have you meet here and come 
bee~ i n t he afternoon and say we are toget her or not . 
If it's important enough !or that •••• 

llr. PurviR: This de mand for inl:"ot , which we 
believe to be-- he ' s us i ng our necessity t o get some 
ingots out of Canada. 
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rr:: ,Jr : What I -oulu l i ke t o have 1n a 
oe~orsndtm i s the over-all p1ctu~e o f what our 
~reduction i s i n tP~s count ry. As I unders~~nd , 
!'roc 51~ i!"nry Self , the basic row oat eria l coo:~es 
f~o~ Br1t1~h ~uiana . 

Cnntn1n Collins: Bauxi te . 

hnd 
H!! ,Jr: 

mines hero . 
I did not k now thnt. 

C~>ntl\1 n Colli ns : 
is USN' • 

No. NotP of 

H:! ,,· r : I ,.,ouJ.d l l lte to "f't the 
bnuxite .,ro,Juoed in Br1t1!1h Guinr.n; so 
to Csnnd~ ; no ouch t o another ~L~ce ; 
•he 'Tnited <!totes. 

I thought we 

the t Y!)e th.<~ t 

total of 
r.:uch l"oes 
so ::!Uch t o 

!:r. Purvio : I think 11herans Brit i sh Guiana 
is t hf' :>b ee , I don ' t t''link it 1A the onl y ~lace 
bauxi to co:1eo froM. I t hir't t'e 0011ld start with 
1n-ot nluMinu n and "'orl: froo t''\e~e . 

H:: ,Jr: You :!lAY not be nble to d:> it t:>~orrow, 
but '>efore ! .,. t throu-h I ro•1ld lUte to st=: froc 
~ .• ere bnuxite starts ; how ':l'Jch t' .n tonnage i s : t.erOJ . 
: S t.:-..r 't "'!"lOU.. ... h ~ 

l:r . Purvis : Yes , or ·•heth .. r it r equires the 
openin- u~ or bauxite •..• 

H:' ,Jr: Let ' s start r·i th ba uxite 1n t he world 
and where oes it corne from. ·.1e mi !!'ht as well be 
thor ou.·:1. Is t hnt .. nou "h? "I ere i s it distri buted 
anr. .. l.er e 1o it mel ted 1 nto tn-ote? 7/her e does 1 t 
f 07 I s th.'l t C'lnade. , ::iar;a r a F' 'llls? 

!~ . Purvi~ : It ' s Canadn , Uni ted St ates , F'rPnce . 

P.!l ,Jr: iVherever tt 1o 1 IVhere t hey hAve eleo -
t~1c power to melt 1t down . I t ' s All down by elec-tricity? 
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count r ies !ike thnt 

Yes. That ' s why Canada and .... 
Hll ,Jr: I was wonder i ng about France. Well , 

Fr ance wants to Fet its plane product i on ~~ to eo 
cany a oonth; England, eo ma.ny ; and we, eo ITolli\y , 
f or which we need eo much raw mat erials t o go into 
eo ~uch i ngots . Our present product ion is this . 
We are short or v-e are not . And from that stage , 
tra~e it r1r,ht up a nd let ' s see where we ar e at. 

t~. Purvi s : Yes. Of couroe, we start ed 
from l f\bOt because 1t r.ould take a devil of a loot 
time t o change, but he must have t~At pi c ture right 
at h is thUJ:~be . Davis is very knC!'·ledgs.ble. 

Our pr actical difficulty , you see, for the 
mooent is , as I say, we want to 'lace t h ese order s . 
We have met day after day with the little comoittee 
t hat I got Davi e to put up. He put up a co~m1ttee 
fro m ~~s place , n man by t he n~me of Davies ao hle 
f irst fellolf, and wP had two of our French people 
and one of our Bl:'itisher s , becnnse Dn•:ies 17as in­
clined to say , "You don 1 t eJ)ef''~ •~i th the same voi ce •. 

;r:,Jr: This t hlllf" hl>s r e worried, because if 
I ao supposed to do nny Job for ~he Presiden~, this 
is certai nly a coordinating Job. 

Hr. Purvi !l : Yes. 

HU Jr: I am really norried . 
shor t ace ! n t h19 country i s where? 

You t~n~ the 

llr . Purvis: I kno'" 1 t . I 01! n .:;i ve you 
t~e actUAl chapter and ver se. I t ' s f orgincs , made 
!'rc::; forgings e t ocJ.;s. No short 'lee of forgi ngs 
stocks. I t ' s th act~ !'orgin~ ~ork itself , and 
in tubes. · 

H:J ,Jr: For gin.;s and ~ubes7 

!~ . Purvi s : For g i ngs and tubes . There 1R 
one other , possibly. Die castinrs, the kind of 
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cnstin~ t~~t ~kes the air~lane cnrburetor. That 
is a lso a dnncerou• thin~ , because i t ~enns that 
you h~ve to ·et A very h i ffh quality of ski lled lnbor 
.. ·:ich t a}{es ti:::e t o trllln. That ' e anot he r tersery 
one . :'he dl~tloulty 1"1.th t he tubee is Just t :'lls : 
it ' s the tine it t 't1teo to do anythi!'IP' about it . Host 
treat.,..ent 1s involved a nd he11t tre.'lt!!'•nt i s a six 
mon t hs ' proposit i on. 

H:! ,Jr : \Vhl\t 1s tubes? 

L:r . Purvi s : Tube is extruded ... . 
~~ .Jr : What ' s 1t used ~or? 

::r. ?urv1A : Airplane strut s . The Sritish 
use ~men :::ore per n1rplane . Provis ion ot =or e 
c11pac~ ty for t~; 19 really diffioul t and actually 
i n forg1nes your outnut is quite a menace to your 
a i rpl ane production posoi~1 11ties . 

~ .Jr : On thts t~~ns , 
to have General Bre tt here? 
thts? 

nouldn ' t i t be help ful 
Woul~ he know about 

Cant111., ColHno~: !io, I don ' t t h i nk so. I 
t 1 ~n·{ one o~}J"r --'\n "e s::ould have llt>re 1s the Wash­
in-tan =n. 

~! ,Jr : Thnt 1'10uld be up to 
Brett know somothinr nbout this? 
the !lavy? 

Davies , but I'IO•.lldn ' t 
Who would kno" 1 n 

CAntn1n Collin~ : Brett 1'10uld hnve figures . 

H1~ ,Jr: Ho., nbou:: Krcus? 
... 

c~"~~!n Collirs: Kra•ts "''Uld heve t'i<:'\l!'6S, 
but , of cours e, t F.t>y don ' t buy thig as such . 

!!r. Purv1'1: 'i'his i s so:::e~ '-.ll'lf' 1n ,.hlch our 
in ·eres<;s , I beli eve , !!!-. Secr etary , oo1no1de "1 t h 
yours . OUr a1 1'Pl~ne prot;r a:n may be a bet ter way 
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i n brln-inr in a mo~e balance pi cture for airornft 
oroduction. I t hink that l a n. real. need, not an 
i ~'\.: i"'lllr.Y 0!'\0 . 

(Lit'~t . !~c!'.ay CAMe i r. rt; t !".ls POl'lt , 1\nd the 
Secretary ae~ed hl o lf he hnd gotten the call. L1 ~ut 
;:c:·ay s 1~ t 'le oner !l.tor thour-ht she had it a minute 
ago . "I 1•ill ,..ivc you anot her !iva minutes, " the 
Secre~'l.ry told r:cKey. ) 

llr. Purvis: !ht rou,.hly sneak in~>' , 1t rc~> lly 
c ooes down to t his : to m'l.ke 1 , 000 pla nes a nonth, 
British type -- because , C'~t f'r nll , ,.,e don ' t •~now 
your ~;rpe rnd the 3r!tiqh O'l.Y tn~e a l ittle nore t hnn 
your-· -- but !t requires 23 , 500 tons of sheets, 9 , 400 
~one o~ ~or,.1n-s a!'\d e:~rusions , 5~0 tons o~ C"~t1:v·s, 
and l~,OCO (?) tons c f :;•.lbes , an<\ then t hat tota ls up 
to ap:>roxi '\.'\tely 50, 000 tons for 1 , 000 planes n .:~on t '- . 
Then yo~ h.'\vc to all0\7 10 , 000 f or scr ap. So yo•l hAve 
60 , 000 tons of li,..ht alloy ehnpes a nd sizes t o ~ke 
1 , 000 plnnoa n month. The difficulty you a re i n 
!ron n Nati onal Defense vievmolnt , if I may be per­
mit ~ ed to C'lQ ·est , i s th.nt your orocuct1on of t he 
v~~ ious ki nd of alloys -- I mean the d ifference be­
~~een sheet , cns;ins , forg1n- , eY.t~sion or bC'r - -
is out of ~nlance . You have a h1-h produc~ive cn ­
Pacity i n one and little or not hlnr- in t he ot her , 
but ln any cnoe ~hen you hnve :~~en 1t all ln all, 
t!.e 'oint :>.nt is bel!"'- ::~.nde tons , ~h"t we t::Ust 
su:>pl y t".e nlun1nw:: :, .. rore they wi ll a ccept our or ­
ders any lonrer , 1oes not seem to be com~on snnee, 
bec ause you hnve 160, 000 i nrot per mont h , r 1s1ng 
to 180 , 000 n t the end of the yenr. 

H:l ,Jr: In the Un1 ted Stnt,.s? 

!lr. Purvis: Fro:~ 150, 000 to 190 , yes . I n 
:he Sta-e of Wnshi!'l""~on there is ~ ne~ ~lnnt co~nr 
in thn• wlll ~n~e 30, 00C ~ore t'~ R yeRr . 

~! ,Jr : What 1s your production 1n Cana~? 

1~ . Purvis : I an a litt le off center, but I 
think approxlrn~tely 200 , 000 t ons. Thn t ' s another 
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blS ltea beoauee of Wllter power. 

Ill'. DaYia hae thla euit on hle mind. Every 
tlae you see bia be takes three-quarters of an hour 
to tell you he hal a eu1 t pending and he has been 
in court nery day for two years. 

(Lieut. Uoiay came in to say t he Chaircan of 
the Board is in Nassau and Wr. Davies is the manager 
in New York. ) 

Mr. Purvis: Davish&e the po~er. 

HK,Jr: 'l'he man in Nassau. What about Davies? 

Mr. Purvis: AwfUlly nice fello~, but in the 
final analysis, can1 t act . When the Chair:nan bri nP's 

102 

hls men into t he room, there is no question who1 s running 
t he company, 

RW 1Jr: '!'ell you what you (Collins ) do. Get 
outside and talk to the man who ie here in Washington 
and say I want to talk with whoever is boss whlle this 
man 1s in Nsesau and I would like hlm here at eleven 
o1 clock tomorrow. 

(At t'Us point , HU,Jr spol:e to General Watson 
and said: 

"I am having a meeting tomorrow on aluminum. 
I find 1 ~ is a very critical situation. I would 
like to have Genera l Brett here, who does the buying 
on the airplanes, and I think it' s Captain Kraus in 
the Navy. Would you be willing t o tell their bosses 
to have them here at my office. Aluminu~ in connec­
tion with airplanee and those two or anybody they want 
to send al.onc. In connection with supJ)ly1.ng of alum-
1nuc for airplanes. I find it is so~ th1ng that is 
quite serious. Another •neck of the bottl e'. 

Swell! 
1 D1d he see General Karehall today2 Wonderful ! 

1fhat wae good stuff that you gave to Alsop. 
(Laughter). Boy, oh, boy! Not a bit !• 
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(l'lhen t he conversation was concluded , Ht!?Jr 
wrote out for lUes Chauncey what General Watson 
!lad seid, nnd it 1s attached to this page . ) 

~. Purvis: Hay I ask you a question and 
as• how the release is goi~? 

Hli ,Jr: I t hink this : I t hink t he t hing io 
r-oing elon•~ benutifully. Those n.rt1cles were not 
any accident . I told you the President gave two 
and one-half hours to it . The Army hns got their 
order s . I t hink they have rot to come through. 
If you have any trouble whi le I an gone -- I have 
a direct wire down tl'lere . -- tell Collins what'a on 
your mind and ~ive him the tine when you can be 
reached and your telephone number and I w111 call 
you . 

lw. Purvic: Exactly! 

H!!,Jr : (To Mr. Collins ''tho returned from 
the Secretary' e outer office J I wae telling !<:r. 
Purvis if eomethin&; it®ortnnt c.'\::te up to tell you; 
yell phone. "le do·m there and you hnve his phone nu:nber 
and where h'! will be a."ld I wHl Mll h im within hal f 
a day . 

t:r. Purvi s : Solendid! Wont'l<>rful ! 

Cantnin Collinq: We a re still ausoended. !lr. 
Hunt , of the oomoany , can ' t le1we !lew York. He ' e 
t ied up in a law sutt and impo~nlble to get him out . 

lw . Purvi~: That ' s the son-in-la~ . 

Cant nin Collins: Wilbur is phoni ng Pittsburgh 
concer ninP one Vice President who 7~uld ~e co-ni~ant 
wit h the ,oli c1es of the co~qny, 

Hl! ,Jr: Who is Hunt? 

Captain Collins: He ' s the President . 

Ht!,Jr : Why ln the hell cnn1 t he be excused 
fro:n Court? 

:o3 
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Caotnin Collins: 
Hunt is definitely out. 

Anti-t~st suit, he said. 
He t ried him the other day. 

l!r. Purvis: You see rhat I ceant? There is 
one sentle=n there hAs 1'.; l i ke •hat (clenchlnr- his 
flat) , but polloyls under hla dir ection . Davis h~s 
l~ft 1nsvruct1ons, no doubt, that every order ~st be 
subject to our ~ettin~ the aluminum , so ~e are ham­
strung . 

• Hll ,Jr : H0'7 long is he r:oinp to be dotm i n 
t'o.e:;au? 

:~. PurvlA: I don ' t knQ"· 
of .,e e'-ta . 

I ime~1ne a couple 

Whllt we MAY find t!'ler"' is Just this one poc'~et . 
What they ~e try1n~ to do is utilize the ursency or 
our de~nds as a means of Fe ttinr some ingot out of Canada • 

Hli , Jr : Let ' s lay this on the table . 

rrhere are you on en?ines ri~ht now? 
anywhere? 

Are you 

11r. Purvi'l: Goir.,J cuch better than we thouc-ht 
even when Self .. as w1 th YO't . 

HU ,Jr : All rl~ht . 
~n::ineo . 

Tell ne ~here you are on 

Mr. Purvis : We are ln the poqition we are ex­
peotlnv no~ t o cnble today for final puthority on the 
program alo~~ the lines of 3500 Allieons, 4000 Pra tt­
Whitney , 4,000 Wrivhts. That ' s 11,500 , but that in­
cludes the 3500 of t~e French options for qirplanes 
built in France . 

H!: ,Jr: What ' & that cean? 

!~. PurviA: You re~ember there were 3500 on 
the old option ·•h1oh France had. 

HH ,Jr: But those 1\re not orders on the books? 

104 
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l~ . Purvi s : Tney a re options "h1ch t he French 
l:.a•re to exercise. lrAAt will be required tor the 
5000 pl,!lnes th.!\ t will be built here are 8000 er.g1nee , 
which is the difference . And t her e is t he picture 
which ~e are hopin~ to cable to London and Pari s to 
get a ~reen li~ht on, on that b~sis. As to t ype, 
subject to releaoe always of pl~nes , 3000; types 
mai nly Curtiss , Lochkeed P- 38 -- i mpr oved Curtiss , 
I mean , ii' we can uet it -- a nd the Bell P-39. 

HH ,Jr : You t'lant t he Bell aira cuda? That 
ought not to be too difficult. 

1~ . Purvis : The Lockheed two-engine inter­
ceptor an1 the i mproved Curtiss. 

P- 40. 
You ~Pnt so~ethi~~ bette~ t han the 

1~ . Purviq : Pursuit nlnnes. 
1nter ceot1on 39 , the Bell 39-, ,'\nd t h., 
I don ' t kno•·• ita number. 

The Lookhee i 
i mproved Cu~tios -

Canta1n Co1lt ns : Rave we ~ot the breakdown on 
t~~ose or i s thii t supplied. 

1~. Purvis : We r~ve not ~ot a breakdo~ , be ­
cause, trnnkiy, we ~qd to concentrate on enr1neo and 
have had only preli oinary tal.;te on bom~er . On bomber , 
2100 bombers , ~hich would Dou~lns attack, the Glenn-
:!a:r·an lS? and t he Lockheed 37. 3 , 000 fightera , t he 
Curti ss , Lockheed P- 38 and BPll P-39. But the~e is 
one difficulty i n it nnd that wtll be l n the 1'org1n~ , the alumi num. 

U!i ae Chauncey ~"ras excused from tRkln- any furti-.er notes . ) 

(About ten ~~nutes later , ~he Secretary asked 
her to return and abe took the ~ollo~in& : 

!~ . Purvi s : On nickel . I am advi sed that 
t he Canadle.n Government , which had been c,o!'lsi C:.er1nc; 
a llowire some tonnap,e to be shi pped to Japan oi' n1okel , 

:os 
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has resci nded t hat a nd has advi sed t he J apanese 
Mi ni ster in Ot tawa that f or the t i me be i ng no 
nickel export l i cense ~ill be r i ven e i ther f or 
the boat that was under conei <'leration a t the end 
of !'arch or for t he next boat 1 which I believe t o 
be in t wo or t l"-..rec v•eel's - - lnt11r in April. Tlutt 
r ill ""!Ve an Ol)portun1ty for the rlev,.lopment of 
~ol1cy nlont a little More diff~r~nt l i nes and the 
op~ortunity of ciscu3aio~ by Riot and Gwatk1n and 
"~Yself ·~!th Dr. Skel ton in Ottawa about ten days 
rroc n~. 

(At thi s point 1 H:! 1Jr dictated t he at tached 
letter to the ?resident and directed tha t a co,y of 
it be sent to Secret~J Hull . ) 

ooo- ooo 
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lluob 20, lMO 
_ ....... 

ll7 cSoea1' lCr . Pre llcMD t I 

I ba'ft Jut had a oonfeNnoe wUh Wr. Pw-no. 

You wtll Nll11beJO 'hat JCJO. Punh lJiforM4 • 
that dii1"1J14r U• _,hi of J__,, robrlaarJ aad M&Jooh , 
the Intlmatl~ 111oltel of C&M4a would upor' to 
Japan 8315 tone , whloh •a• a balance of a 10.'10 oon,Not. 
'l'h1e hu been lh1PPI4 o•or tho poJ01od of Jan~~&J07, rob­
J"WU'7 and li&Jo.tl , lMWad of JM\1&17 and fe'IINaJ07 'll'h1ah 
-• llllat tho J&PI'ftlll wanted. 

Ill". P\anto 1nto-• •• thlo a tto.-- , that tho 
Ca,.cUan Oo'ftm.nt bao poot!:JOnld mak1ntt U17 tutlU'I 
oontraot foJO lhl~ of n1alto1 to Japan for tho U• 
bo1fllr and hal 10 a.a.too4 tho Japano11 "1n1oWJ" at Otta­
wa. lfo tuJOtheJO Atttilll l • t hat he w111 ~~ tl\11 
1\18\\IJ' up &/"&ln w1 th the Canad1an 00YIJOnl'leflt about 
April t1JOot. 

I lllll oure th1o will bl '"1"7 plead~ t o rou, 
beoauoo 1t ehowo that t ho AlUod PuJOohao~ 1111011 
h ooopomUng wUh ua. 

The Preota.nt , 

The 'lhlto KCNIIo 

81nooNl)< :YCNJOI , 
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" • ao, 1MO 

Q dllar *'· I'Ndtlntl 

I llaft J~ had a oontw•noe with atr. PuPne. 
YIN will rea Ul" tba' lfro Purfte lftfwM4 M tbat &aotng 'he -'he of Jwnrt, ,._._.., 11M llal"oh, ttw IatematlOMl •••1 of W re wou14 ...-t to Japen 8D8 tone, 11blah .,., a ... , • ...,. of a 11M ocnltiwt. 'lh1t .. been ~ Oftl" tbe paolod of .,..,_...,. r.b­I'Wil'J end llal"tb, Mil~ of J~ and r.bruaPJ wb1ah •• ttlat t!w Japmw• wanted. 

Hr. Pur91e lnfoi"'M • , t.l'lle a nel'I'IOOft, Uwl' t1w c...u.n GoftJ ,_"' bae poetpol.-4 makl~ .., tu.,.._ oontrut for ehlpant of nlabl to Japan tor t!w UM bel~ and hal eo ac!ftH4 the Japaneee ' '1nletel" at otta­wa. At f\uOtlwl" ac!fteee • that !w will t111o1 'hl• .. ,_. QP valll wl th tbe Oana4lan GOftl"N'Iel1t a beN' April tlnt . 

I aJ:1 11UN ~a will be 'ftPJ pleoelq: to JOUo beoauM lt ebow ttAt t he AlUed PuzoohU~ ' fledon 11 OQOPei'Clt1ft8 wUh ue. 

The Pretl~nt, 

'rhe tfh1 tl HeN &eo 

SlnotNl1 :YOIIJ't o 
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lfE' I YORK TiliDi - l!arcb 

PRESIDENT EXAL r3 
AIR 

Only Way to Gain Purchasers 
He Declares-Calls Talk of 

Lost Secrets 'Bunk' 
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1u ,_ bt•-"• 1 .. •-••uac 
lloiWl\ll a -.rot., loUor ot ....,. M 

........ .,,. la ,.._,, M M bh ........ hr 

bt•-"• oe t11o wlll:bc )eh 1 ot t11o 

~· 
IU.NJ.T JOU'•o 

(::!igued) H . Mvr~culh~u. Jr. 

SeeN...,. of tM fl =r, 

..... le .u-. •. Buttlq, 
llllW s ..... .._ .. , 
-........, D, 0, 

112 

. , ..... 11/Jl£0 j_'}O • ,,.I£ 
"" 7 1 ...... 

..... 20, 1ti!O 

BY SPEC. MESSENGEII f7 ,( .fj:tt 
~LE TO•---------------­

CC?Y TO' .... -------------
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O!:PARTMENT Of' THE NAVY 

ornec: cw n.c HatcTM"'" 

WUHINGTO H 

20 March 19-«l 

l(y dear Mr. Secretary: 

The enclosed is in connection with your 
inquiry on this subJect. 

I am forwarding this !~ormation in Mr. 
Edison's absence and trust that i t is what you wish. 

~~>q. 

Y. L . Deyo 
Captain, U. S.Navy 
Aide to the Secretary 

Hon. Henry W. Yorgenthau, Jr. , 
The Secretary or the Treasury, 
Washington, D. C. 

Enos. 

• 
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FROM: 
ACTIONL 

RES'l'RICTED 

ALUSNA LONDON l9l9¢¢CR872 
SECNAV 

L!ARCH NINTH BRITISH AGREED RELEASE THIRTEEN ITALIAN SHIPS AND CARGOES GERI.Wl COAL X I TALY AGREED HER SHIPS WHICH HAD NOT ALREADY SAILED FRO!J OOTCH PORTS VIOU!.D LEAVE IN BALLAST AND NO FURTHER SHIPS WOULD ATTEMPT ENGAGE THIS TRAFFIC X THIS ACTION CONSIDERED HERE TACI T RECOGNITION BRITISH REPRISAL MEASURES AGAINST GERMAN GOODS ARE IN FULL OPERATION XX I T IS FACT VESSELS WHICH LEFT ROTTERDAlA IN BALLAST CAI.I.ED AT CARDIFF FOR LOADING X SEE ALSO »dBASSY DESPATCH FORTY EIGHT ZERO SIX AND TELEGRAM FIVE SIX EIGHT BOTH SEVEN MARCH LIKEWISE DISPATCH FOUR EIGHT THIRTY NINE OF '1"1'/ELVE MARCH FOR FULLER PARTI CULARS PARA- UNABLE DE'l'ERMINH lllRE CHARACTER AND DETAILS ARRA.~Gl'2.1ENTS BET\'/El!li GER!AANY AND I TALY FOR SUPPLY COAL TO LATTER X MINISTRY ECONOMIC WARFARE ESTIMATES I TALI.A..': YEARLY IMPORTS FOREIGN COAL ABOUT TWELVE MILLION TONS OF WHICH TEN MILLIONS HERETOFORE RECEIVED FROM GERMANY AND POLAND THEY BELIEVE INADE~UATE RAIL TRANSPORTATION FACILITIES WILL CURTAIL Ln'ORTS TO ABOUT FOUR MILLI ON ACTUALLY DELIVERED ALT"dOUGH AOl.!IT TING HIGHER RATE COULD BE UAINTAINED FOR ShORTER P1':RIOD SAY ONE !!ONTH AND SUCH RATE USED FOR PROPAGANDA PURPOSES PARA ENGLAND HAS EXPORTED TO TEI:!!U SOMEVIHAT OVER TYIO MILLI ON TONS Y'I"....A.RLY AND CAN POSSIBLY DOUBLE THIS Al.10UNT BUT CRUX I S PAYJ.m!TS X SPECIAL !fiSSI ON FAIRCHILD NOW IN ROllE ON THIS POINT X lEAVY GOODS NOT OFFERED BY ITALY IN SUF'FICIENT Q.Ulllrl'ITIES }:SP!CIALLY THOSE ASSIMILATED TO MUHITIONS AND ENGLAND mlWI LLING ABSORB LARGER ~UANTITIES LUXURY TRADE OR AGRICULTURE PRODUCTS PARA AEOVE AFFECTS SHI.PPING AS COLLIERS FINDING DIFFICULTY SUI TABLE AND PROFITABLE CARGOES FOR RETURN VOYAGE TO ENGLAND X A:!TICIPATED BOI.K ENGLISH COALS WILL TRAVEL IN I TALIArl BOTTO!.lS o:r.ICH !.lAY OR !.lAY NOT ACCEPT CONVOY BUT PRACTICALLY ALREADY SHOW DISPOSITION TO TRAIL PRESENT EAST COAST CONVOYS X RECKONED COAL FOR ITALY WILL COME ONE THIRD EAST COAST TWO THIRDS CARDIFF AREA PARA I.IY OPniiON NEVI ESTIUATE COAL DELIVERED BY RAIL FRO:.! GER/.WIT PROBABLY LOVIXR THAN WILL ACTOALLY l.!ATERIALIZE X CONSIDER BRITISH DELIVERIES CAN NOT FILL GAP AS A- PART FROM ECONOMIC ASPECT DOUBT U' THEIR 'l'RANSPORTATION STORAGE AND HANDLil'IG FACILI TI ES ADE~UATE TO llEET GREATER TI:!AN TWO FOLD EXPANSION WITHOUT DIVERTING COAL SUPPLIED OTHER COmrrRIES WHICH REPLY UPOU ENGLAND AS SOURCE liOTABI.Y ARGENT!liA X BELIEVE NAZI AIR ACTIVITY EAST COAST CAPABLE CAUSING SERIOUS INTERRUPTIONS NEW CASTLE OUTPUT X SUGGEST POSSIBILITY AMERICAN COAL DELIVRRIES I TALY OPPORTUNE 

TOR CODEROOM ~1¢¢ 
DISTRIBUTI ON 
l 6 ACTION 
~~A - ~l - l~/ll - 1 2 - 13 - 38 -NAVAID - OPNAVDO - FILE 
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Sl!CNAV 

lUV.AL VBSSAQE 
(Nuy Departmqt) 

ALUSHA LONDON 

Releaeed: R.Ad. W.S.Anderson 

Date: 15 ~ob H.O 

INFORMATION DESIBED AS FOLLOWS ONE AGREEMENT BE'l'Wl!:!N GREAT 

BRITAIN AND ITALY COVERING REf.EASE OF COAL TO ITALY TWO 

AIUWlGDIENT AS TO SUPPLY OF COAL TO ITALY BY G1!Rli.ANY .AtlD ROW 

WILL DELIVXRIES BE EFYP.:CTED TRRKE .ANY F\JR'l'RER INFORMATICif OF 

nlTEREST BEARING ON THIS SUBJECT AND PROBABLE EFFECTS OF 

THESE AGRE1!7>!EN'l'S mCLUDING YOUR OWN OPINION REPLY FULLY BY 

DESPATCH 
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Secretary or StatE , 

Washington , 

I 

702, March 20, 7 p . c , 

PLAIN 

London 

Dated Llarch 20, 1940 

Rcc'd 2 : 29 p , m. 

FOR TREAS~ FROLI BUTTERVIORTH . 

1 , The Chane cllor or the Exchequer was a l>-:td ln the 

HousE of Commons a number of questions rcgardi!'lg thE 

cxc~ngc control regulati ons , the most interesting o f 

v:h ich was why the new regula ti ms (my 594_, March 9 , noon) 

arc confined to a limited number of commodities and for 

certain destinations only and whether to secure tht maxi­

~ of foreign exchange f or war purposes h£ would extend 

th ts c rcgu lations ovtr the whole of th c txpor t trade of 

the country, 

Simon replied : "It was thought desirable that the 

regulation referred to should bE made applicable i n thE 

first ins tanct to a 11st of commodi ties and currenc i es 

_16 

in regard to which the maximum amounts of the forEign 

currencies l:!ost requirEd could bE obtained without excessivE 

adoinistrativc cocpl1cat1ooa . Tht qucst1oo will be kept 

cons t:mtly und cr r cvi.cw as c xpcritnc E of the working of 

thE 
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hsm -2- No , 702, March 20, 7 p . o ,, from London 

thE rEgulation is gainEd , I must howEvEr again point out 

t hat tht obligation to offEr for salt to thE TrEasury 

all AmErican and Canadian dollars, Fre:och, BElgi an and 

Swiss franca , NorwEgian and SwEdish crowns , ArgEnt i nE ptsos 

a nd Aosttrdam and Java gui ldErs , rECEivEd for Exports , 

ap pliES to all commoditiEs , Tht nEcEssary stEps art 

bting and will continuE to bE takEn through thE cEnsor­

ship and othErwisE to SEE that this obligation is strictly 

compliEd \7i th, " 

2 , Brit i sh oatiooa l rEVE nUE haS alrEady EXCEEdEd 

thE war budgEt EstimatE for thE full fi nanci al yEar . ThE 

la tEst EXchEquEr rtturn s hows t hat up to Saturday last , 

whEn fiftEEn days rEmainEd to thE closE of t hE budgEt yEar , 
of 

rEvEnuE had rtachEd l.l , 000,900,000, an 1ncrEasE/l.ll4,800, 000 

on thE figurE for th~ corrEsponding p Eriod of the prEvi ous 

yEar and LS, 700, 000 abovE thE ESt i matE for the wholE of 

thE budgEt year 1939A40. As rEvEnuE totallEd 1.41, 200, 000 

in thE last thirtEEn days of tht EXChEqUEr yEar 1938-39 

thE ts tima tc for thE c urr Ent year me. y EVEntually be 

EXCEEdEd by SOmE {50 1 000 1 000 , 

lo!Eanwhilt ExpEnditurE of t.'1t supply dEpartments 

continuts to i ncrEasE but slowly and a substantial short­

fall on thE ytar 's estimatE is cErt a in . ThE amount requ i red 

last wtck was 1.47 1 600, 000, sane &2, 900, 000 mort than in 

t he prectding week and about LS, OOO, OOO abovE thE average 

for 
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hsm - 3- No. 702, March 20, 7 p . m. , fran Londoo 

for thE past few months . This brings total supply 

cxptndi turt sine E thE b eg inning of thl: budget year up 

to Iol , 448 , 600, 000 at which ltvtl it is still as J:JUch as 

Io237, 800, 000 btlou thE war budget tst1mstt for the full 

twElvE months . Even if a marked accElEra tioo in the r ate 

of spending now takE:s place as n result of the usual end­

year settle ment of outstanding accounts tht total re~irtd 

during the tY.o weeks still to go i s unlikely to txcud 

Iol20,000 1 000 . Thus thE short- fall of supply cxptnGlture 

Ylill be at least Ioll5, 000, 000 ond rnsy reach Iol40 1 0vO, OOO. 

The budgctnry dti'icit wns originally csti :nottd at 

Io938 10001 000 . 

3 , The thrtt percent war loan closEd today at only 

e.n Ei ghth discount . British sccuri ty cnrkEts wert favorably 

(lffEcted ot tht opming by the Prim£ Minis ter 's spEECh on 

tht progresS' of thE war (lnd r111tn the Pari s Bourse streng­

then ed after the fall of the FrEnch GovErnment th£ markEts 

here respondEd. 

KENNEDY 

HPD 
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P.AlUPHIWIE OF TELEGRAH RECEIVED 

J'ROM: American Embauy, R1o de Janeiro 

NO.: 121 

DATE: Karoh 20, 1940 

Rererence is made to the Department's telegram 

no. 73 of March 15, 4 p. m. 

Replying to the inquiry of the Foreign Bondholder• 

Oounoil regarding the settlement of the Ceara matter, 

Aranha said that if the Council made a •reasonable 

suggestion•, it would be given careful consideration 

by the Brazilian Government. 

All of the Government off ioss in R1o will be 

olo&ed unti l KondaJ noon. Aranha is going to Poooa 

de Caldas and will return on TueedaJ. 

U:EB 
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AMERICAN RED CROSS 
NATION A L HEADQUARTERS 

WASHINGTON. 0 C 

W&rcb 20, 1940 

Wr dear l~ . Secretary a 

}10 

With reference to our conversation last ni1ht about ¥inland's needs , may I present the following factaa 
Shortlr a.rter the outbreak or war in Finland, the American Red Cross sent Ur . Warne Cbatfield-Tar 1or to Helsinki to aurver tbe needs and to report hie conclU81one • It was on tbe basis of his recommendations and t hose of Dr . H. A. Spencer, assigned to the Allerican Re4 Cross br the United States Public Health Service, t hat our program has been planned, 

The endeavor of the Am.ericsn Red Cr oea hae been to provide a ~~~ceeaure of o:eaica.l relief and to date we have expended more than $328, 000 in cash for supplies, includini ten ambulances , hoapitRl equipaent , surgical instrumente, tents, blankets and A-ruy mnchines . In addition, Chapter volunteers t hroughout the country have shipped over 66,000 articles of clothing and 192, 000 surgical dressings • 
Our latest purcheaee for Finnish relief were mane following reports or tragic needs from Dr. Spencer, a cow or which is enclosed. Tbeae supplies were of various character and included 10,000 blankets , 10 X-rer =achinea, 40 basic seta of surgical instruaente and a large quantitr or clothing. 

In &O.d1tion to cablegruuo 1rom Or . Spencer, we have received through the International Red Cross Com­llittee and the La.eue of Red <.'ross Societies appeale froa international organizations . One r eceived on L!.e.rch 15th 1r om the Cajander Comaittee, which was signed br SuOClen Huolto, 1a as follows• 

• Lei t alone to dafend her independence and neutrality Finland after an unyielding light of thru and a half 110ntha as the advance poat of western civilization has found her self forced to conclude a burdeneome peace. The activity or t he Nati onal Co~ittee or t he Relief }\tnd for Finnish Civilian Population • Ul not be dl.min­ished but on the contrary calla l'or greater effectivenese. The number of evacuees havinC increased the diatreae ....,ng t hea ia great • 
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Tho nwaber of persons having sulforod f rom air bom­
be.rdll:ents ie considerabl e, Loree families of killed on 
battlefield an4 invalids are in need of constant assis­
tance . Tboae who have su!'l:erod 11.01t n ·oa -.r are enc­
u&tod chllnrsn rltb a tendency to illness. Until situa­
tion is aettlod broad aasiltance 11 noeesSI%"7 . Work 
will be 110re dillicult than durin& war. The Co=>l.ttee 
aen4a you &n urgent eppea.l 1 or continual a id to reline 
distress of civilian population.• 

Knother cablegram r eceived t~om the Leagus of Rod Croes 
Societies states thnt "In1or mat ion 1rom Finland emphasizes t ragic 
plight finnish children. 275 ,000 including thousands war orpba,na 
will return to ruined hol!les . As relult peace treaty two hundred 
thousand population Carelien lathmua abandoning homes . lJ:oudiate 
relief i.lllperatin conoidering we&ltenod condition nue proloncod 
suffering danger disease due insaequate food clothing. ll""t ur­
gent needs 110nay followed it possible ~ rapid despat ch clotbinc 
especiall)' underwear soap sheets towels dried t'ruits vegl!'tablea 
Yitaaina and milk products knitt1ng •no sowing needles thread 
wool aateriala . • 

}Tom the League of Red Croeo Societies on March 2nd 
Cllllle a ca blegram int'orming the AJnorican Red Cross that rei'ugees 
in Finland at that ti.llle number ed 600 ,000 , ot' wholll 300,000 were 
children , 270 ,000 women and JO, OOO men, the n1111ber increoainc 
constantcy. 

In a let ter dated February l.)tb, Dr . Spencer pointe out 
the greot need of hospital beds, not onl,y t"or the ar::;y but 1 or t he 
c!vllian populot1on as well . In this lattor he asked that it pos­
sible 10 coaplete hospital units or 10,000 beds each be assembled 
and shipped to !'inland. Dr . Spencer further stated thnt thoro were 
needed in t 'inlond at that time a minimum of JO,OOO hospital bode t o 
take care of a civilian population or over three lllillion. 

Our :U.st ca blegram 1rom IJr . Spencer came on March 16th in 
which he 114ya• After detailed discussion with oftieiala FiMiab Rod 
Cross it is eloar thst ~~~aterial requeatod in ay telegram #82 ia ur­
gently needed tor o-rer 50, 000 wounded and increaaing hospital de­
~s influenced ~ factors or great t.portance.• 

Tbe American Rod Cr oss 1a continuing to help aeet the 
l<ediul, hospital ano clothing needs in finland but it is 01 neces­
sity lilllitod in i ta efforts by i'unda at ita disposal proYidod t rom 
its oon treasury ana contributions r eoeived t rom tbe public . 

Pleaoa be good enough to let 110 know if there are any 
an~tional quest iona which occur to you . 

Tl• Honore ble 
~·nr, roraentbau, Jr • 
• •crei.U7 ol' the Tr-eatnlr)" 
y11hlncton, D. C. 
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COPY OF INCOMING CABI..EGRAM 

AMERICAN R ED CROSS 
NATIONAL HC.ADOUAATCR. 

Da te received : 

Cablegram received from: 
HELSlm (nKI um) 

Dat.cl ••l'Gh 15, 1940. 

ll.J.I, 
POit AIIIIUO.U Jl!l) QfiOS8 FROII 81'111011. 

hroh 16, 1940 

•on tba -.lac or llaroh th1rt.eoth a alwlo• tell Oftr J1•hnd w11.a u ... lorM4 tha\ Wid..- ~ peace t.eJ'U ~ peeal"J' iapoMd ... 
b .. ..Ur \b.ua uUoipat.cl. !b.11 dapnNioe .._ oe *'"17 114& ... 
t'urtber iacrN&Md "' the pitT aD4 I',JIIJia~ go1JIC out to Oftl' -b~ thoUQd Jla1'101l& 'llbo la1\ llicll\ - t eJ"'otd \o 1e&ft their b-• with a tn panoaal. beloaciac•, hu~ - \ohotd \optber, 

I 

\h ... ~ be otddotd \o lmb&PPJ tin b~ thouaaad pNrlou.lJ' Ujlal.lotd 
troa their ~~-· bJ tha rea.u ... 1Jin4er. or the \o\&1 ••bar tour had.nod -•v \houud .,.. witllout h-1 IJid au\ be p..s • •• 
iat.e balpa old -· old -• and chll4.rea .,.. no- \na'ftlliq \o u lmkDowa de aUnd1oe bJ \naine, \r\lolul, atoo\, bol'H 4ft'"' alotd aDd bJ other ..u a\ llaDd t~ \e1'1'1\o17 oeclec! to ltll&dao !be ue troaUara of flnl•nd &1'1 1D41oaW ~ bJ ortioi&U at.eUoucl oo tha .......S, 

"liiJo l obbto, •Water in ohal"'e ot .-ouaUon, --'"' led n1111\ til&\ the ailnUoo baa at.arW Uld 1\at.cl ill part ' tha7 ha,. had w 
le&ft \hair '-1 1a ••ten llbere 1D Mlll1 -• tor ,_raUona aD4 - -\aria• tbeJ deftlopecl tn41Uona aD4 atreoUou.• !be 1n\iaaw f .. SJhl aD4 trlllal. ohan.o\erbUu of the PiDAhh people -t. be Wider­aWed w appreoiaw thaN wl'l'illle o011d1Uou aM111C Mnt.a1 auttel'1J1C to 
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SPJIICD ( ll.lpH Sohoeatel4, AMrloaa 
•1n1•wr) 
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Stcrttary of StatE 

Washington 

701, March 20, 7 p. m. 

PLAIN 

London 

Dattd March 20, 1940 

Rtc ' d 1 : 54 p . m. 

Embassy ' s 32 , January 5, 6 p . m. 

Dttails l7ill bt publishtd noct W£Ek of thE Al18lo­

Spanish loan agrE Em ent and paycents agrEEmEnt signEd in 

Madrid on March 18. Tht publishEd summary i ndicatts 

that undEr tht loan agrtonEnt thE British Govtrl'l!lmt will 

advancE 2 million pounds tor th£ purchas E of goods of 

sterling arta origin and a sum sufficitnt, togtthtr 

with thE amount of nearly pounds 2 million standing 

in the rtstrvt fund at thE Bank of England undtr thE 

1936 paymtnts agrtcntnt , to tnable an ~tdiatt dividtnd 

of 50 ptr ctnt to bt paid on outstanding dtbts . Thts£ 

art estimated at about pounds 7 million. Payotnt of 

intErtst on thts£ loans will bt madt from thE outset 

but no rtpaymtnt of capital until 1942 . 

Tht paymEnts agreEmEnt; r££stabl1shes a cltari ng 

and as THE TIMES puts i t providEs " a framEwork within 

vth1ch tach country can buy from tht othEr what it nttds 

up to the limit of availablE supplies and of thE sums 

availablE for paymtnt. " 

Thtr£ 
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ThErE ls consldErablt sat1s!act1on that thEsE 

long-drawn out nEgotiations havE EndEd ln what la 

r egardEd hErE as a favorablE conclusion. 

PlEasE supply copy to TrEasury. 

KENNEDY 

CSB 
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P.ARAPHRASE OF 'l'ELI:QIW.I RECEIVED 

FROM: American Embaeey, Paris, France 

DATE: March 00, 1940, 5 p .m. 

NO.: :566 

FOR THE TREASURY DEP.A.RTNENT FROM l·!ATTHElrS. 

Th1s morning at 11 o 'clock I visited our friend a t 
the Bank of France. On t he market money was more plentiful 
in view of the vote of the Chamber yesterday and the 

resulting resi gnation t his morning of the Government -
as i mplying the •reorganization• in the Government which 

has been so strongly desired by t he country so there could 
be a core vigorous prosecution of the war, He said that 
Governaent obligations, war maturities in particular, were 

strong. The Bank of England telephoned to him while I 
was there to inquire as t o the reaction. He gave them 

the same opti misti c assurances, and added his own view that 
the meeting between Hitler and Hueeolini had been taken 
with great cala and 1almost an indifference• in the country. 

Last week he had been to London, and received there 
a favorable impression of the smoothness with which the 

financial accord between Great Britain and France is 
operating. Rueff had e~ressed a similar view to me -
reference, telegram of February 29 , Uo. 2'7•, from the 
Embassy. 

END SECTI ONS ONE AllD TWO . 

MURPHY. 
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PARAPHRASE OF SECTIONS THREE TO roURTEEN, INCLUSIVE, 
TELEGIW! NO. 366 OF MARCH 20, 1940. 

I asked whether the trend thereunder was still in taYor 

26 

ot the trano . He said that there had now been a change in 

the tide, that the French credit balance ha8 now been reduced 

to 21 million pounds, whereas at the beginning ot Januar:r 

1t 8lllounted to 30 million pounds. T)loee who had li:een tearful 

about French accumulation ot unwield;r sterling, he said, were 

proved oompletel:r wrong now, that trom the beginning he 

had 1M1eted t hat it could not be otherwise with all the 

French had to purchase in the British Empire. He expressed 

the belief that French purchases in the British Empire will 

cont inue to increase, in view ot their vital need tor 

husbanding resources ot gold and dollars. Our friend mentioned 

that the:r hoped to get Katanga or Rhodesian copper, in partic­

ular. In t his connection he reoarked t hat copper contracte 

between American concerns and the French had been 1 ver:r 

stupid" and at prices which were tar too h1gh. He said that 

due to the restriction agreement, the copper mines in 

Bri tieh Africa vere not ;ret geared to maximum output , though 

he thought that in a :rear they would be able t o s upply 

French neede . 

Our friend continued that he telt financial negotiations 

between France and other countries had not been aggressive 

enough. I n Argentina, tor example, with all that France 

purchaees there, it vould be in a poe1tion to retu1e to 

make 
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make payments in dollars at all instead or the percentage 

agreed upon, and the same situation held for Brazil, though 

the amount inTolved vas on a leeeer eoale. 

I aeked our contact whether he wae worried about the 

New York tree market quotatione tor the rrano and sterling. 

He said that personally he vae not, but some agitation htd 

been shown by the Governor of the Bank or France. He added 

he vas annoyed at people in France looking on the fall as 

franc weakneee whereas it really was pound v•akneee , as 

the f ranc is necessarily tied to the pound. The sole reason 

tor the drop, he said, was the British action in instituting 

exchange control measures reducing the free market demand 

t or sterling by requiring delivery of foreign exchange for 

certain specified exports, and failing to take measures 

to reduce t he supply at the same time. He thought that the 

British authorities would take etepe in accord Hi th the 

latter shortly. He estimated, incidentally, that daily 

franc transactions on the market in New York amounted to 

about 20 million france . 

He did not deny that the French are following a policy 

or requiring certain exporters from the United Statee to 

invoice in france. He deeoribed thie policy ae the most 

s tupid and shortsighted possible, saying that be bad 

made 
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~~ade rtgoroue proteete against it. - Siailar viewe haTe 
been expressed by OoUTe de Kurvil1e and others, references, 
telegrams trom the Embassy of February 1•, No. 213, ot 
February 20 , No. 237 and of February 2:1, No. 262. However 
the policy s till continues. 

He said that Frenoh purohasee in the United States 
are increasing. For both Goverruaent and private purohasea 

( he gave me a figure of about $6,000,000 a month - vhJ.oh -amount ie substantially lower than the figure given by 

Couve de Murville of $46, 000,000 on Government orders and 
$45, 000,000 on priTate orders, although bot h agreed that 
the trend is upward, reference, telegram of February 28, 
No. 270, from th e Embassy. 

He again made ref erence to Belgian •cooperation• 1n 

accepting gold instead of t he dollars they had previously 
insisted upon in payment t or Frenoh exports (reference, 
telegram of Ja.nuary 19, No. 9•, trom the Embassy) saying 
that since January he had saved $20,000,000 in this way. 

There ie reasonable emoothneae in the operation ot 

the Frenoh exchange control, he ea1d, but he dld admit 
it 1e not entirely airtight; hoveTer, as tor the control 
ot tranc aocounte ot foreigners, he doee not think there 
are any iaportant loopholea. 'l'here 1B poea1b1llty of eoae 
leakage in view of the large quantity of Frenoh trance 
in Bel giua before the outbreak of the war and the daily 

workaen 
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workmen border traffic ~~th Belgium, but it would be 

difficult to etop this. From several sources I have heard, 

inci dentally, that French monetary control at the front iers 

is far from thorough. He believes, however, that there 

hns been liquidation of most of the important holdings of 

French francs which had been acquired when the bel ga showed 

~·eaknese. 

Reference, telegram of March 18, No . 357, from the 

Embassy : ~ Bank of France friend con.firmed the statement 

or Jahan that the author! ties are working on draft regula­

tions tor the requi sition of private holdings of foreign 

exchange - some of which hol dings are already obligated 

tor payments - and he thinks the estimate or 150 million 

dollars is probably the maxim~ amount . He also confirmed 

that consi deration is not being given A! the present 11m! 

to a move for requisitioning of French owned dollar securities, 

e.nd he again lllilli.mized the amount or such securities. I n­

ci dentally , he said t hat the British think the Federal 

Reserve gave too high estimates or their dollar security 

holdings. 

He expressed t he belief t hat i .n the near future gold 

also will be requisitioned, but that the authorities are 

reluctant to aake thie move. He agreed with all others with 

whoa 
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whom I have dleoueeed the question that it is hardly 

likely the gold whioh the peasants have been hoarding tor 

eo many years will be turned over to the Government , He 

said that he could make no estimate as to the amount or 

other gold holdings or individuals and companies, but 

they were probably substantial, 

As tor the 30 billions gold which the Bank ot France 

ceded to the stabilization tund recently, he said that 

confidentially it had been hie personal view that at this 

time a larger emount should be oeded, but that Governor 

Fournier had oppoaed it, wanting even a lower tigure ot 

25 billions (compare with telegrams ot March 10 , No . 320 

and ot lo!aroh 13, No, 335 trom the Embassy) , 

l'lh1le in London he said that he had heard a lot or 

disoussion ot the Keynes plan , but he did not believe the 

British were ready to adopt it yet. He said he had heard 

estimates that a tigure ot ~300,000,000 would be reached 

tor voluntary savings invested in eaTings certitioatee, 

and eo on, and t hat this amount, in addition to the recent 

:1.300,000,000 liar loan, would t1nanoe the Government tor 

some time as tar as oonoerned that aspect or the situation, 

Gold holdings or the Netherlands Bank still in th• 

Netherlands he estimated at between 1.30,000, 000 and ~40,000,000 

ae oo111pared with the amount at the outbreak or the var ot 

:1.80 I 000 1 000 o 
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I remarked that I had noticed a private estimate in 

the March 16 issue of the London Economist that since the 

war t he living costa in France have r isen 17.3 percent, 

12 to 13 percent of this being attrib,uted directly to the 

war. He felt this wae a fairly accurate estimate, and 

he thinks the trend continues upward. Since no seaeonal 

adJustment bas been made in the f oregoing, he th1nke that 

a brake against the rise may soon be operated through a 

reduction in agricultural prices. 

My friend ie not ae pessimistic as others that lack 

of labor, et cetera, will seriously hamper French agriculture . 

Houever, he is in agreement that the export tr11.de of France 

io depressed, and that the obst11.cles to bringing about any 

material increase are almost insuperable. However, ha 

remains supremely confident of eventual AJ.lied success in 

the war. This attitude, since the Finnish defeat, is somewhat 

lees universal here, although the overwhelmj.ng maJority of 

Frenchme.n continue to be determined to see it thDough and 

are oppoeed to bringing about a 8wh1te peace•. 

END SECTIONS THREE TO FOURTEEN , INCLUSIVE. 

HURPHY. 

EA.:LWW 
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SEcrEtary of StatE, 

\Vashlngton . 

GRAY 

PARIS 

DatEd March 20, 1940 

REc 1 d 5 :47 p . m. 

366, March 20, 5 p . m. (SECTION FIFTEEN) 

ThE sEcuri t i Es markEt today madE a good showing 1n thE 

fac E of thE govErnmEnt's resignati on and thE BrEnnEr mEEting 

though 1 t closEd somcviha t irregular . French bo:-.k issuEs 

advanc Ed and rEntEs wErE up from 5 to 70 cEntimEs . 

Dalad1Er haVing dEclinEd to form a nEw gov<.:rnmEnt, 

REynaud has just b EEn callEa to thE Elys EES PalacE 

and ch!!.rgEd \71th thE task. II£ has askEd t i ll tomorrow 

morni ng to givE his rEply. 

(END MESSAGE) 

MURPHY 

WS :NPL 
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PARAPHRASE Of TELBGBAM 

To : Secretary of State , 'iasllington. 

From: American Embassy, Madrid. 

Dat ed: !·la rch 20, 1940 , 8 p .m. 

R~c ' d : !{ar ch 20, 1940 ; 7:03 p . m. 

No . 52 . 

Reference my telegrlllll no. 51 of !~arch 19, 10 p.m. 

I now have obtained copy of state~ent on t he Anglo­

Soani sh c ommercial agreement prepared by the Press Attach' 

of the British Embassy and intended for the Spanish pres s, 

of w~1ch I quote hereund er the most interesting paragraph: 

"The most originAl a nd interesting aspects of the new 
agreement i s t hat the Government of Grea t Britain 
r Pcogni zes t he necessity on the part of Spain to make 
pa yment for the i mportation of raw materials with pounds 
reali zed froc the exoortation of Spanish goode to the 
~nited Ki ngdoa . The f act t hat almost half of t he current 
account in sterling bns been assigned in r6cognit1on of 
this nec essity i s a notable indi cation of the spirit of 
EnL11eh undere t end ing of the econoc1c situation of Spain 
and its desire to contribute in a materia l way towards 
the reest abl1shDent of Spani sh indus tries . • 

I no also informed by t he Briti sh Embassy t hat the 

Soani ards vigorously pressed up to t he last moment for s ome 

r~ference in the trea ty to quantities, even ungusr ent eed, 

of Spt niah products to be i mported by thP Uni ted Kingdom . 

This 
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This was particularly desired by t he Spanish Gover nment 

beceus e ot the int ernal politi cal e! !ect . However, the 

crltish delegation declined to consider the inclusi on either 

o! a list of products which mi ght be ~ported by the Uni ted 

Kingdom from S~a1n or a lis t o! British pr oducts whi ch mi ght 

be eJq>orted to Spain. In the f i rst co.se the r e!ueal was 

based upon the fact tha t Spani sh prices are f requently out 

of line with world va lue s, and in the second case it was due 

t o the di!!iculty o! assuring d elivery as a r esult o! t h e 

current hostilities . 

Referring to t he final paragraph of my t elegr am under 

reference , it i s reported that private ourchase agreements 

between British and Spa nish !irme cover iron ore, wines 

and foods t uff s in addition to pyrites . A maximum and 

c in1mua value in pounds sterling has been est ablished 

! n each es se by t he two governments covering Soanish 

exoorts, and contr acts for private purchases must be made 

>~ ithin the limits of these established prices on an indi­

vi dual bas1a . 
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ll1ss Cha~mcey : 

Dr . Wh1 te took this to Sea Island w1 th 

him; the Secretar7 has seen it and this 

is the Secretary' s COPT• 

April · 5th 

KcB 

s-ry 
ot Bepor~ 

135 
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TREAS URY DEPARTMENT 

INTER•OFFICE COM MUN ICATION 

Secretary Worgenthau 

Mr. White 

DATE March 20, 19l!o 

SubJect: Participation by the Uni t ed States in Finla nd's 

Reconstruction Progra m !( 

This is a rreliminary report on t he proposed plan or 

American partie patlon in a progra m or r econstruct i on tor 

Finl and. A definitive report must await t he receipt or 

information from Finland on several important aspects or 

the cur rent Finnish economic situa tion and further study 

by t he Treasury. 

SUMUARY 

l. Finland needs tunds t or the f ollowing purpose s: 

a. To r esettle and rehous e possibly as many as 100,000 

famili es who have lost or lett thei r tarms and homes. 

b. To reconstruct Finland ' s transporta tion and port 

rac1li ties. 

c. To r ebuild public buildings, plants, public util­

ities which have been destroyed or damaged. 

d. To r eplace industrial es tablishments in areas 

ceded to Ruu1a. 

e. To strengthen her moneta r y sys tem. 

t . Contribute t o t he support or war casualties, 

economic and physical. 

g. To teed and clothe large sections or the popula­

tion now in economically devastated areas. 

h. Pose1bly t o construct milita ry defensee. 

2. The coet or the t otal p rograa or reconstruction would, 

we roughly estimate, be in the neighborhood ot three- t ourths 

ot a b illion dollars. 

!I Prepared by B. D. White, B. Glaseer, 0. Oiee and 

D. 5 . Wheeler. 
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Divisi on ot Monetary 

Reeearoh 

A. r econstruction progr- ot th1e ll&gni tude probably 
could no t be carried out in lees than several years. There 
are eound reaeons why the progr am should not be rushed: (a) 
t he maximum use shoul d be made or local sa vi ngs and looal 
resources, and (b) every ettort should be made to avoi d the 
devel opment or unsound boom conditions which would be in­
evi t ably followed by eerioue maladJus t ments. 

To obta in the beet re sults a reoonatruotion program would 
have t o be worked out according t o eome preliminary plan. 
Suoh s plsn would doubtless indica te how many years are neces­
s qry t or its executi on. In the light or Finland ' s annua l in­
come and her i nves t ments i n t he past, it is our tentative 
view that the program should oooupy trom t our t o six years. 
It may be r ound necessary t o r ely mor e heavily in t he earlier 
yes r e on f orei gn capital t han i t will i n t he l~ter yeare. 

J. Ot the sum needed t or reconstruction program we e s timate 
that not more than one-third, or $250 million, should be 
obtained in the t orm ot for eign capital, the remai nder t o be 
raised domestically in three ways : (a) Private eavinge ; (b) 
Federal and l ocal government investment ; and (e) Expan sion 
ot oo~mercial loans. 

4. The $250 million wh1ch Finland may need t o borr ow trom 
abroad mi gbt be made up in the followin g way : 

a. $50 milli on gold loan, t or strictly moneta r y purposes 
t o be made with the United States Stab i lizati on Fund (with 
the acquiescence or Congress but without new legislati on). 
This loan should be granted under conditi ons which would 
permit only a small part o r it t o be used duri ng any one 
year. It should bear a very low rate or interest , prob­
ably 1 percent, and all or the gol d shoul d be kept on ear­
mark i n the New York Federal Reserve Bank. 

b. A $100 million long-term loan t o be autb.orited by 
Congre ss and t o be prorated over t he per iod or r eoon etruo­
t i on . ( To avoid an increase in the public debt, t he tunda 
could be obtained rrom the gold now in the Stabilization 
Fund or possibly rrom silver seigni orage.) The lower tbe 
ra te or i nterest charged the greater will be the security 
ot t he l oan and t he better will be the credit of the 
Finnish Government. It will also make it easier tor 
Finland to borrow other rund s rrom private rore i gn source s 
at low r a tes or interest. Amortization payments should 
be made flexible and tied up with developments i n Finnieh 
trade , t o the end that t he Oovern.e nt por t i on or the loan 

_JI 

be paid ott as ra pidly as the economic conditione in Finland 
warrant and yet give the Finnish Oovern88nt eo11e relief 
during bad years. 
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Reeearoh 

e . The remaining tlOO milli on should be raiaed by a 
flotation o f bonda in the United Statea or other foreign 
eountriea. The grant or a $50 aillion gold loan a nd 
$100 million dolla r l ong-term investment loan by the 
Uni t ed States Government, toget her With Finland ' s ex­
cellent debt record woul d make it relatively easy for 
Finland to raise private funds in foreign markets . 

d. The present ored.i t extended by the Export-Import 
Bank algbt be reserved f or t he extension of short- tara 
credit of six months t o t hree years t or t he financing 
ot urgently needed imports into Finland. One advantage 
ot making t he pre sent oredi t a short-term loan would be 
t o add t o t he tunds that the Export-Import Bank woul d 
have available for loans t o other countries. 

5. We estimate tentatively that after the wp~ Finland will 
have enough f oreign exchange currently available for outp&T­
mente or $25 mill i on a year on capital account. 

From 1932 to 1938 Finland reduced her net foreign lia ­
bilit y by about $160 million. This i s an excellent record. 
(Part of that reduction was achieved by r etunding foreign 
into loca l indebtedness.) Assuming Finland' s trade poaition 
will be no woree attar war t han i t was aft er t he past decade, 

a f i gure of $25 million is not an unreasonable one . 

Our information (which is not adequa te as yet) indicates 
th"t the amount she needs currently to meet net outpayment• 
i s about $5 billion a year. Therefore she should have left 
about $20 million a year t o meet the service chargee on for­
e ign loans needed f or her reconstruction program. This aua 
woul d be quite adequate to pay the interest and substantial 
annua l repayaents on the magnitude of borrowing indicated 
above. 

6. This report ie incomplete ~ecauee we have little infor­
mation on the Finniah aituati on as it is right now, and aa 
it wi ll be during the reaaining montba or years or the 
Europe an war. Much o f our report and concluaions are baaed 
upon the assumption that Finland will be able polit ically and 
economi cally to r e sume a foreign trade position comparable 
t o the one she held before the outbreak ot war last suamer. 

Should the shipping situation interfere eignificantly 
with Finland 1 e ability to conduct her commeroe, or should 
Finland undertake special commercial and economic arrangeaente 
with neighboring countries of a character which would sub­
stantially alter the picture which prevailed before the war, 
our conclusions will have t o be modified. 
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Clearly much more study and intoraati on ia needad batora 
anything like a detinitiYe report which can be preaantad to 
any other departaent ctlJI be prepared. 

7. There 1a appendad 1n addition to the •aorandua ot which 
thi s i8 a suiiJDAry, the following •teriel relat1Ye t o the 
F1nn1ab s1 t us tion: 

a . A surYsy ot the economic situation in Finland baaed 
on such data aa ia aYallable t o us now. 

b. A aurYey of t he political situation ot Finland. The 
most recent developments are not included 1naamuob aa 
our 1ntormat1on on such developaents is very scanty. 

c . A asp ot Finland showing the aa1n transport routes 
and t he areaa which will probablJ be ceded t o t he Ruaa1ana 
•1 t h the aain 1nduatrie 8 looa ted 1n the ae areas. 
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PA.~TICIFATION BY THE UNITED STATES IN FINLAND' S 
RECONSTRUCTION PROGRAM 

(Di vision of ~onetary Research) 

t . ~at does Finlend need money tor? 

Fi nland needs funds t or the followi ng special ourposes: 

_41 

a . To feed and olothe the refugees and the l arge s ections 
of the populat i on l iving in economically devas tated ereas . 

(1) The f ood stocks of Finland were oroba bly ex­
hausted during the peri od of hoet1l itles. The 
normal 1m orts of f ood were sharply reduced during 
the past t our months and will need t o be reolaced, 
and stocks ot f ood wer e nr obably destroyed in the 
bo:nbings . 

(2) The nor mal im~orts of clothing and raw mat~riala 
f or manu'ecture of clothing orobably ceased durlng 
the war p~rlod a nd will need t o be replaced i mmediately. 

(3) Re laoement of l ivestock losses . This i s an 
essentinl item ot replacement . 

b. To resettl e and rehouse t amil l ea who have lost or 
left their taras a nd homes , or who~e homes have been 
dPstr oyed. 

An estimat e or 100, 000 famili es h~s appeared i n the 
tmrer but ~ .. •vwe no r el i able i nformat i on as t o the 
extent of t hi s need. 

c . To r econstruct Finland's t ransoor t ation system and 
ort f aciliti es . 

(l) A new railway from t he Russian border t o t he 
-·eat Coast ia called t or by the peace t er:ls. Also, 
a larg e amount ot railroad construotion will be 
necessary becauoe of the loss of Vilpuri, which 
w~o a t r ansportation cent er. 

(2) Cons iderable r oad an~ bri dge building and 
repair i s orobably necessary to replace the r oads 
passing through areas occup ied by Russ i ans , end t o 
repl ace rond& des troyed by mi l itary operati ons. 
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(4) Replacing of shins eunk duri ng present 
~ostllities . 

d. To replace th~ i ndus t rial eatabliahlllents which wPre 
oedP<'. t o Ruaeia. 

Al though we do not yet know precisely where the n~w 
boundar'' linea wi ll be drawn, i t a;>peara tro111 thP itemc 
in~lca~ed in the treaty ot peace that Finland will lose 
the followinG: (See appended map} 

The l a r ges t part of her iron and ~etal industry. 
llost of her sugar refi ni ng plant. 
Her only copper smelter , at Imatra . 
Her princ~.pal hydro- electric develo ment. 
Her onl;· rayon plant l'lt Enao, ot which ' 1 , 400, 000 

has been invested. 
About one-tenth of her saw mills. 
Her DIOat im~ortant inland artificial wa terway, 

which taps Fi nland's 1moortcnt ti~bPr resour ces . 
It has recently been rebuilt but ie now included 
in Russ i an t erritory . 

e. To replace her public util i t i es , public bui ldings , 
nnd factories r ee troyed during t he war . 

~e bnve no rel iable information as t o the extent 
t~ ~hiob public utilities, boa i tala , churches and 
?Ubllc bulldi~a ot Finland were destroyed or danagPd 
~Y bombL~g. but Judginz tro~ newapnoer account s , t he 
dn-.age must beve b11en wi despread. 

f . To contri bute t o the supoort or ~e~aons made 
destitute by t he war or persons lnca~oltated by t he 
war . 

We do n~ t know what the Finni sh casualties were. 
Accor ding t o Pres• r eports , only 1 • • ~0 men w• re killed 
and 3 ,000 wounded. Yet t o provi de for the t am1l1ea or 
even that &Qall nuMber would o::J.ll t or annual exoendl­
tures of 5 t o 15 million dollars a year t or the ~ext 
few years. Thi s it e~ would dltter from t he othere 
enumerated above in t hat it would be ! or some tlDie t o 
come a recurrent exoendlture. 
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g. To strengthen h•r monetAry system. 

!"'i nland needs to 1nct·paae her metall i c reserves 
(a· to orovi~~ a more adequat e basis for the exoaneion 
of credit thot wi ll be Cf'l l ed f orth by the reconstruction 
ro_ram, (b) t o increase confiMenc~ 1n Finland's currency 
·~ ~h~t ca~itnl will be m~-p easi ly torthc?ain both at 
h f' an~ fro~ abr oad, (c) t o atr·n~then her exc~~be 
osit Lm during the ::>eri od of reecljuatmen~ !!nd uncertainty, 
nd (c) to relieve some other current foreign exchange 

~·se1 vee for mcPtlng tht> ad vera., bl'.' .~tnce of payments 
dur in6 the c?ming crit i cal period. 

(l) The present fore i gn exchange ~eserves of Fi nland 
ar~ not known t o us . The Bank or Fi nland in its 
latest offici al stnte~ent reoorted tha t they had $?4 
million of gol d and $30 mill i on or other ~oreign 
r•3•ts . In addition there are about $9 million of 
orivate dollar de~osita i n the U~itPd Stat •s . To 
this s~ must bt> added tht> ortvnte deooaits in other 
Sc~~~1navian countries and i n EnglAnd. The tun •s i n 
:~e~P lr~ter countries are probably acall because the 
estimates we havP of the t otal ot Finni sh f oreign 
balances riaht bef ore t he w~r are only a f pw mill i on 
larger than the :f'1gures we now have f or their dollar 
h.,l dlngs Alone . 

(2) The Finr.1eh mark has depreci ated only 15 p rcent 
since July 1939· ~~ether t he Finni sh mark a t the 
Dresent level is anoropriate t Finland's com~etitive 

osition An~ her recons~ruction needs cannot be 
~p~Prminf'd without ~ore study and more L~~ormntion 
as to her preoent t rade situet 1on. But whatevPr the 
rate Fi nland deci des would be most a nropriat e , rhP 
must be in a ~osition to maintain t~t rate, bec~use 
she mus t do everything posei blP to strengthen her 
credit standing in forei gn countries, and maintain 
confi dence i n h~r currency . Continued weakness ln 
mark exchange will make foreign borrowing from 
- rivate sourceQ much tor ditt l cult. 

(3) The note circulat i on on October 1~ , 1939 (the 
last we have a vailable) WMS 3· 3 billion marks. 
Demand deposita in banks at that time ~ere 3· 9 
bi ll i on marks making a total demand l iabilit y of 
some 7. 2 bi ll i on 38rk S or aporox1mately Sl 4o m1111on. 
In addition t o these demand decosits 1n banks, there 
w~ a about ~350 million of savings in vari ous other 
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institutions. Some portion ot these in pract ice are 
demand liabillties . We do not know how much her 
note is~ues and deposits ex~anded during the w~r 
months but it muat have been a great deal. 

A metallic base of at leas t one-fourth of her 
de~d liabili t i es would be desirable during the 
coming f ew years ot her adjustment p riod. She must 
have an adequate metallic base uoon which t o initiAte 
a lendi ng prog ram to take cnre ot the enormous 
demand tor ca~ital during the reconstruction peri od, 
and to pro~ote the utmost confidence in t he streng th 
of her currency. Some onrtion of her present gold 
and foreign exchange will doubtlesq be used un to 
me•t com~1ttments made during the war and to meet 
the a verse balanc• which Finland is bound to 
experience because of the d1tticulty she will 
experience ot e=orting goods in the nenr future a.nd 
the need she will have tor increased lmrorts. How 
~uch additional gol d Finland will need to adequately 
strengthen her monetary s ystem will be clear only 
after we hav• more information with r spect to 
matters indicat ed above. 

A portion of the gold should be set aside to be 
used as a sort of Stabili zation Fund protected by 
conditions such that its deoletinn will be a con­
sequence chiefl y ot seasonal vrriations and noss i bly 
some minor cyclical fl ow. A Stabilization Fund ie 
not designed t o meet a continuous adverse balance 
of payments . 

h. Defense expenditures. 

Finland may decide to fortify h~rself again~t potential 
enemi es . How mnoh canital will be r equl.r ed for t hle pr o­
gram ma~ bP anyt hing, denending u on whom she 1a dAfend1ng 
herself against and why. Such expPndlturee will not, ot 
course, 1ncreaoe F1nland's standard of liv1ng, nor her 
abll1ty to carry through the reoonetruotion program. If 
t he Un1ted States is to extend any large loans, she may 
or may not wish to llmlt the use of those tunds t o so­
called ~on-nroductlve p~osee . 

II. Bow tluoh Honey will ~inland need for these PuroosasT 

We estUhqte t entatively that the total expenditures re­
qu1red for the above progr~ is somewhere in the neighborhood 
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ot '3/4 or a billion . The 1n!ora~t ion that will be furn i shed 
by the Finni sh Government may alter this figure substPntia\ly. 
(Our propneals are based tentatively on the estlcate or $3/4 
bi ll tons t otal cnpi tal r .. qui red.} 

The ; 3/11 b1111on should be divided into t wo categories: 

a . Local capital to be exoendcd on ~omest ic materi~s 
nn1 lAbor . 

b. Foreign exchange t? pay (1} tor mat erials and equip­
ment t ha t she can not produce nt home, and (2) an 
~ ver se ~~lPnce of payment s which will nrise . 

-h• bulk of the capital needed should come from local 
sources sl~ce :he bulk· or the exnenditure should consist or 
lr~or nn~ ~ateriPls t hat can be produced within Finland. We 
estima•e t hA t a bout 2/3 of the total expenditure should go 
to•· domestic labor and mate!'iels , leaving 1/3 to be e:r.perded 
on 1m ort ed equlnment and materials . It is pr esumed that 
durin the reconstructi on peri od Finlnnd will curtail her 
1moort s t o non-e ss entials as much as possible. (The 
reoons~ruotion imports are apart from the normal imports 
whic~ Flnlnnd has been making.) During 1938 Finland imported 
~~out ,175 million of goods. She should be a ble to reduce 
thea" normal 1mnor te subetantlall ;r , especiall y lf she sets 
up lmpo1 t restrictions. 

The reconstruction program ehould be spread over a 
sut(lci~nt number or years to accomolish the foll owing: 

a . The r ate or ca~ital construotl~n should be enough t o 
~aintain em, loyoent at the high est re~soneble level; 

b . ~he period shoul~ be lon, enough to avoid the 
ieve' o~.ent ot any unsound boom c~nditions. Unles ~ care 
ie ~~erciaed ln this ~oint the pr oe? erour eerlo~ durin& 
eo~ns truct ion ls very apt to be followed by severe 

dt al ooat l ons; 

c . The longer the period or reconstruction, the larger 
the nr ooortion of can1tal needed that can be raised trom 
""oea tlc sources. It ls des i rable trom Finland ' s point 
ot view to maximize the cnoltal rais• d from domestic 
sourc~s i n order to l i ghten the burden on her balance ot 
payments l n future years , and t o av?id t~e sPrious 
att~cks on hPr currency that may arise it too grePt a 

_45 
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bu~den is i mposed on her balance of payments. Thi s i s 
part i culArly 1m~ortant because Finl and1 s balanc e ot 
payments depends ln subst ant i al par· t upon cli mat i c 
condition~ . FortunPtely, she h~s had t avorcble ~limntio 
conditions duri ng the past d~cade but i t would be 
ur~Pas1nable to nee~e that favorable climati c con­
Attione c~n co~tinue year ln nn4 yPnr out . 

:!I. Ce~ Finlan~ obtain one- half billion dollars of e~vings 
~~o~ the dom~stic mArket? 

\ . 

Inn~wuch as the period of the rec~~structlon program pro­
•umPbly will lAst from 4 t o 6 years , the rate or domes t ic 
·~vln_~ would h~ve t o be roughly $100 m1111on a year, in 
a ~1t1~n to ~he ordinary ca~1tal ne eds n~ the country, which 
ca,, >-e es high as t50 million a year. 

~ir~and'r ~Ational income before the war was betwePr 
~ -lotal!' and th. ee-f,urths o!' n b1111on dollnrs e year. It 
Flnlrn~ 1- able to a've 1~ per cent or th~t income ahe is 
~oing pretty well. A 15 percent a~ving would yield roughly 
S7 t o ~100 o111ion. 

The GovPrnment should h~ve no difficulty borrowing what­
AVrr domestic savi ngs nre availahle because her debt record 
~nd pos ition is eo excellent . Finland ' s total dom~stic debt 
i .. •edlately pr i or to the VM.r .,..s lel'a than ~50 m1llion and 
th~ yield on her isauea w~s very low. Savings of ~75 to $100 
~lll!~n a year would not be adPqu~te for current and recon­
a·ruction needs . Finland may find it necessary to adopt one 
'~ the follow~ altPrnati ves to incre~~P the proportion or 
- a~al nat i onal income th~ t wtl! be available for investment: 
(1) 1ncr~ase t~xntion; (2) restrict imports and possi bly 
remote r1s1ng prices through expanded note issue and govern­

Q~nt borrowir~i (~ ) post pone a port i on of hPr reconstruction 
1 rogrrun; or (~I borrow a l r rger proporti on of hPr capitol 
netds from fore i gn oountrles. Probably it will be found 
desirable to proceed along all four linea should the rote ot 
u .;..Pqtic investment prove 1nadequ~te . 

:he ?inni sh Government can encourage domPst!c ln~estment 
~y 1ncreesing confidence in her currency system , and by 

ropriate banking ?Olley. A pro~ram of tho ~agnitude 
~-ls~g~d he.e would ·~ally bring about a stat e or full 

c~ loyment 1n Finland so thDt a reduoPd standard or living 
' r the individual th~ough higher t axes and possibly co1~rate 
rloe r ises would be poli~~ally feasible duri ng the onrl1er 

years of the ;:rogr11m. 
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Any pro6 rnm adoptPd wLll , of course, be flexible, so 
that t he r a t e of expenditure oan be adJust ed to the amount 
of capital Flnland can raise durin~ ~ny ziven p riod. It 
1n ~oosible at the outset to know only very roughly the 
conditiona which will determine ~ow muoh can be borrowed 
ond how much spent during tho next four or five years. 

· The Government would h~ve to guard aee lnat attracting 
too l•1•ga a proc:>e>rtion of her nopulat l on to construction 
~nd .l.e"elopnentnl act ivities and away from those pursuite 
o.<.r i c•lltUral I forestry and industrial -- U'OOn rnic!-1 Finland 
must deoend in the long run t o mainta i n a stable economy and 
P ris l n otandard of living. 

:v. How much of Finla nd's capital needs can the United Stat es 
'lUI> 1 yf 

Fln'and r.ould be best served by four types of assistance. 

a . She needs ehort-t~rm credi ts for her i remedlate r eli ef 
necdo , tor imnorts to carry her over t he immediate 
aCIJust :Dent period from v~r to peaoo , Md for t he more 
urzcnt oa~itnl eX?enditures. The remainder of the Export­
Import Bank credit of 0 0 million will orobE>.bly fulfill 
thes e needs during the next few months . Furthermore, 
Fi nland probably will rece ive assistance during the next 
few conths from friendly neighbors. 

b . Finland will need a long- term United State s Govern­
~ent l oan o f possibly $100 million on 20 to }0 year 
maturity. This long-term loan wouln supply the core 
~t Finlend'a f oreign exchange need~ for her reconstruction 

ro6 r am. !t ~s essential , however, that the rate of 
1ntereat on this loan be moderate s o ns not to overburden 
Finland ' s balance of payments in future years and t o 
rov1~e r easonable assurance th~ t the loan will be oom-

nletel y amortized over the stated peri od. 

The usual practice is to require that Qnvernment loans 
be ex~ended within the lending country. However, there 
may be some advantage under present circumstances in 
ner mitting Finland t o uoe part of such l oan to spend 1n 
f riendly neighboring oountrlo~ . Politically i t would be 
ensier t o make the l oan lt the proceeds were required to 
be s.,ent in the United States , but 1t may be of some 
value 1n the interests ot more liberal trade 9olicles t~ 
~er~it a ~ortion of the proceeda t o be a~ent elsewhere . 
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Then, t oo, Finland eight be able to make some savings 
if she could snen~ the money wherever she can get the 
most f or it. 

This l oen could take one of two forma. It could 
either be a direct loan by the Unit ed States Government 
(or one of its agencies) , or it could be a United States 
Government guarante!ld loan, The lc.tter would have the 
advantnge of not increasing the public debt, and of 
beinti, in eff ect , much less s Government operation than 
a pri vate operation . It would probably also be eas i er 
t ~ bet a t~~rant eed loan out of Congress t han a direct 
loan . ·,\'beth r t he loan 1G direct or guaranteed, the 
·reeum.,t1on i s that new legislation woulji be required. 

The pr oceeds of a direct loan could c ome from several 
sources that would not increase the oublic debt . There 
~re se\·eral advant ages of an appr opriation for l~ns of 
this t ype out of t he Stabiliz tion Fund: 

(1) I t would be regarded as mnking good use of an 
idl• ns~"t . 

(2) Whatever i s used i n this way ca n not be used 
for lese desirable purposes. 

(3 ) The funds mi ght otherwise come from sources 
regarded in some quart er s a s a less desirable 
source . 

Should a Government guarant eed loan be prefer able , 
Congress might set aside a much smaller s~ as a fund 
out of which any ~ossible losses could be met, 

Two other features of her f oreign borrowing coul d 
add to t he s ecurity of the debt and t o the ease of re­
t'nyment. 

Firstly, her borrowing could be extended over the 
period of reconstruction s o that the r epayments will not 
become heavy until after Finlnnd is fully reconstructed, 

S~oondly , the rate of amortiza tion char ges could be 
flexible , and should be regul~ted by the balance of t rade. 

It would probably be desirable to set conditions uoon 
the loan Wb!ch would ensur e its us~ exclusi vely for 
pr oductive purposes, 
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c . Finla nd would f i nd n ~onetary gold l oan of cons i der­
nblP asotstance . Thi s l onn mi ght be a gold loan of $50 
million ~1th the followi ng restr i cti ons : 

(1) The loan t o be for 10 years but subject to 
c~ncellet1on by ei ther s i de with six months' noti ce 
if ;h~ pu1~oses f or which the l oen vas originally 
made are not boi~ serv~c. 

(2) The gold to he held in New York under earmark . 

(3) Sale of the gold restri cted to 10 po rcent p~r 
year and none of i t to be used to supply forei gn 
exchange for cary1tal outflows . 

(4) Finland to be per~ltt Pd t o include the gold u c 
a~oart of h~r monetary reserves . 

( ~ ) Finl and mig ht i ndica te hPr w1l l ingneos to co­
oporste t ovard the promotion of stable world ex­
changes by making e declaration of adherence to the 
Tripartite Accord. This would place here i n the 

'.AQ _ ... _ 

same cateGory vis-a- vis monetary stabi lity wi th 
Bt>lgium, Switzerland a nd NtthPrll.lnde . (The l ::trortance 
of t h1s step i s in the 9attern it sets nnd not in any 
contribution that Finland can make to world stability 
of exchPnges. ) 

~his gol d l oan would necessari ly have t o be a t an 
extrc~ely low ratP of interest, ppr~~es 1 percent per 
year. 

The aCivantagrs of this t;>-ue of loan f rom the Ut.i ted 
Sta tes' poi nt of v i e\v are : (l) 1t would be the f i rst 
r eal ins t ance of a monetary stabili zation loan made; 
(2) it would increase the prestig e of gold; (3) it 
would show Conr ress tha t uee can be made of our gold; 
(4) convert a dead asoet into an earning asset. 

! t is exoected that this loan P.Ould be mad9 by the 
Stablllzatl on Fund (wltb ~~e a p;. roval of either e 
c~r.~resslonal Co~ lttee or of c~ngress ) , nnd r egarded 
's a monetary stabilizat i on fund procedure . As such 
all mPtters pertaining t o 1t ~ould necessarily follow 
under the Jur i sdiction of the Tr·rasury Depart ment . 
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Q , Finland will nP.ed t o borrow from $15 t o $25 mill i on 
a year f~r the next five years on bond is~ues floated 
1n nr ivate bnriing circles . Private sources will be 
willing to lend t o Finland if the Uni ted States 
establ ishes the basis of Finland's credit through the 
lonna indicated above . 

Private loans of $15 t o 9?.5 mil l ion per year for a 
period of f ive years is Just about what Finland borrowed 
ln the United States during the period 1922- 1928. These 
borrowing were serviced and amor tizen in full through 
the deoresni on and t here is lese t han $10 mil l i on otill 
outstanding in the United States . This record should go 
a long way tovard a succe~sful private flotat i on . 
HowPv~r, it 1s not lliely th~t any orivate flotation cnn 
te succes · tul untll the present government has t1roly 
establ i shed itself and until the reconstruction program 
~~s gone far enou~h along to ind i cate clearly a success­
ful conr ummati on. This will include , of course, full 
euhlic confidence in the successful maintenance of the 
prPsent political structure i n the f nce ot the disturbed 
internetional sitUAtion in nort~ern Europe . 

V. How much fo r e ign debt can Finla nd s ervice? 

Und~r conditions of international t rnde such as prevailed 
before the outbreak of wer last oummer, Finlnnd could probably 
hove servic~d a f oreign debt of approximat ely ~250 mill i on . 
~ron 1932 t o 1938 she actuelly reduced her net fo~eign 
l i nbil1ties about $160 million . It her trading position 
should be rPga1ned, Fln!Pnd should be abce t o s et aside ~ore 
·~r thpt suo because she should reduce her unessential 
l m o. r.s . Flnl~d's capacity to service t ot eign obligntlons 
·no . robPbly !Morovlng in .ecent ye~rs and the industrial 

• r o jeots alr ady started before the outbreri ot war would 
h ve furth • r increased her abil i t y to acqui re fo~eign ex­
chanje on tradinG account . Therefore , it is not unreasonable 
to expect th~t ar t er the resumot1on ot peace and the restora­
t1on or ~ormal trading relat i ons , Finland will have currently 
sv. ilnhle some $30 million a yea r with which to service a 
r~re1gn debt. 

In 193S she needed less than J5 million to se~v1ce her 
~uts:and1ng foreign debts. Therefore wo can assume thrt s he 
can lnc ~P.Rse her fo r eign debt b; several hundred mi llion 
dollar s without raising !~superable obstacles for transferring 
h r interest andaoortization p~ycente , nn~ without endangering 
the oos1ti n ot her currency or gold resources. 
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a. Th~ 1nformnt1on which 1s necessary to c~pltte ~he 
plc••tre of the present s1tuat1on 1.n F1ntand should be 
ohtr 1ned as soon ~s possi ble. 

b. We are ~reparing a list of ouecific questions, the 
~nswers to wh1oh qre essential 1n the preparntlon for a 
pro.,raa: ,;ouch na 1B .,n,•isaged her('. 

c . Further exam1nat1on of the ~~terial already avail­
abl e und conferences ~ith1n the Trenoury will proceed 
i mmediately. 
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(Division of ~onetary heseerch !/) 
l.!areh 16, 1940 

Geogrrph:y. nbtural resour ces and oooulation 

Finland is a country of low hills and ~~rsh for ests . The surfrce is highly slaci~ted end dotted with countless lakes which r.ave been de­vl'lon<!d into n fine system of inland waterways. Seventy-four percent of the ~re• (tpart from Lake Ladoga) is covered with forests , 7 percent is under cultivatlon, and 9 percent consists of inland w~ters. 

Though Hnland lies in the same latltudes ns the ,.ain body of ~~~skr (b0° end 70° N) 1 it is kept fsirly temperHe by t he gulf stream. Liinahamari in Petsamo, Finland's Arctic port, i s free of ice all the yerr round . 

The totAl area of Finland before the beginning of the war with Russia was 11.8,000 square ...Ues, which cocnm es \l'it.h an area of 158,000 square ...Ues Cor the State of California. According to press reports, the areas ceded to Russia add up to about 9 percent of the whole . 

Finland' a abricul tural l and is suitabl e primarily for the raising of fodders, lvlrdy gr~ > ns and root crops. In 1937, about 52 oercent of the cultivated land was devoted to hay, lA percent II> ont.s, 9 percent to rye, 5 nercent to barley, J oercent to potetoes end 13 per cent to other cro">S . ~inland still must imrort about 20 percent of her total grdn ccnsur..t~tion . 

finland is richer in forests than Dny other country in Eurooe, if the relttive aret of forests is taken as the basis of comrarison and she is second richest in absolute extent of forests . Loreover through an intelligent control over forest l ands bl the national government, Hnlnnd is constantl y 1ddins to her forest resources . urowins stocks of timber are eH!r.ated to be about 57 billion cubic feet, chiefly oine (61 oer­cent) , spruce (28 percent), end birch (11 percent) . The nnnual incre­ment of Lrowth is estiol!ted to be 1.6 billion cubic feet end the annual fellings only 1 .4 billion cubic feet . 

Finland is fairly well-provided with miner&l resources . The gross val ue of miner1l production is al:out <OJ million £ year. She has copoer, iron , zinc, aulohur, end nickel. The amount of coPper mined in Hnland h!S increesed seven-fold during the past 10 years and the producti on of oig iron a.nd ferl'Qoo-Dlloys almost three-fold. l!er copper production is 110re than sufficient for •'inland' s needs, but the by-oroducts - iron and sulphur - !all short by over half of her curr nt conswnotion. 

iJ frenared by ; r. Gess end Lr. 'i\'heeler 
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In Finnish Lepland are numerous l~r6e de~sits of iron ore but 
the8e, because of leek of che£p ~~'ns of tranecortstion, are not being 
'II'Orked , t present . !tich nickel deposits have been located in the 
mounteins of Petsamo. These deposits have not been thoroughly pros­
ooctPd rnd ectual mining end smelting will not ttet under v.ay f or sev­
eral ye• rs to co•·•e . 

The oo!'lulation of Finland in 19)7 wee l'bout ) ,aoo,ooo. The DO"­

\ll·tion Is nill rising but the birth rete 1e declining. The nWIIber 
of births rer tholll'!iOd 01 the rooulet.ion lell from 25 in 1921-25 to 
20 In 1935-)7. The number of deF t hs fell durin~ the sane oer iod fro•J 
15 pl'r tt.ouscnd to lJ oer thousend. Tt.e t vera< e life expectancy of £ 

ehild has risen b) 10 ye~ rs durinb the rtst quarter century; the life 
eroectaney of ~ Hnnish chU<I is now 56 yeor:: co:ao;.r<'d to 61 for the 
United S t• tes . 

Ninety N&r~ent of the oorulstion of Finland soeak Finnish r.nd 
neHl)' 10 percent Zwedish. illiterocy is vlrtublly non- existent . One 
out of every 500 pe1·sons is in attendance at one of the three Hnnish 
universities compared to one out of every 120 in the United States ; a 
fur t her consider able nW!Iber of Finns attend for eign unhersities . 
Ninety- six P"rcent of the oooul ~tion is Luther an . 

Seventy- ei.;ht percent of the Finnish "'Dul&t.ion live in the country. 
Helsinki , the c~oit~l &nd largest city, hes £ nooul~tion of l ess than 
JOO, OOO. l.o other city has 100,000 people but ICc;l:'ere, Viiouri ond 
Turku Nich hl:ve ebout 75, 0 0 . In 1930, 60 l)ei'Cent of the oon111£tion 
••s en,t.,ed 1.0 a.,riculture and fon'StJ1', 1 percent in 1ndustry &nd 
~.cndic rrfts, e oercent in con:rerce End trlneoortetio:t, and 15 oercent 
in other occ•JD6tions . Since then tt:e occupetiond distribution l>.ns 
shifted c<.nsi<:lert>bly in favor of industry and CO:t!X'r ce but not so 
drasticrlly fS to transfonn tl•e fundament1 l econoaic structure of the 
CO'IIILr) , 

.:.s~ 
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~ores~ lr~ustries are the bsckbone or rinland ' s economic life. 1 in' t'nd elroor~s c. t: retter !'ronor tion of her nationfl oroduction than •ey "-urope;n country exceo\. Delll:IPrk ~nd -w1tzerl£nd, and eighty-five ""r"P"l Gl oor eJN>rts consist of foreign pr oducts , HnlEnd is to en f'X­rertio:.(l de&rce o; one-industry country . Not onl:; do t he H nnish cities denend ut'On the orocessin, rnd exnort of Ua.ber, but t large !'art of t e ft ro t>O"Uo~ion is rho ocr tly deot>n'.lent on inco:te fror the fell in~, hul in, r rd llor ting of timl'er . 

fi~t,n; enjc~s cxcepti onrl naturrl adventeges in 1orest industries . on ol her (;l'f:l t I orPst <rees ere concentret!'d in the 9outhern pt r t of the country . fhis is t l Pnd of 10\• hills; the Sllrf~ce io dotted •·ith cou:>tl ~ss ltke~ , wl ich h<ve been dr~ted into c fine !ysl.Ctl of inland "a~r-.t )s . Prlctic•lly :11 ot tl:e forests liP t i thin easy rerch o! wct.er t rans"''rtt t.ion . 

The c!.ief for est nroducu are rough eawn tirber : n'.l .,W.o. In the pet~ llll'ee j''l rs , i'innish eXt'orts of sawn Llmber lulve been ~bout 1 mil­lion Hcndardo , thf t ls , ~bout 2. 1. billion boai'CI ieet. (United Stlltes fnnu.l do!!:"'stic nroduction is tbout 35 billion bo£rd feet . ) The gro>rter r•rt of ~he sawn timl.~r ex">>rted is 01 r coersl' brade. It is used nrin­Cl~rJly in tLe construction industry in vr1ta1n. 

The sa>m ti.:;bcr urket is hi~hly unstebl• , rd1ect1n: the ir.stllMlity ol t.l> buildin, l.OdUPt.ry . Thus , s u .n timber nrices rose f r om an index ol 100 in 1':1)5 to 151 in 19J7, and then fell btck to 120 in 19)8 . Th'3 ho>.vy flll in ..,rices in l93t! occurred in adte of the Copenhagen ~~~ree­•·nt. of 19Jb ><hich estigned quotas ~ the nrmci,.,~l luropeEn nroducers . 
\'iipllri lv s in the past been tt.e principal ~int of P.Xt'Ort for sewn Llr.ber . Til>.! 5I k.a " ' nal hu lumished a chu;!) route !rort th" forests tnd ltlil ls tround Lske SeiJrll to stlt weter st Viipuri. The lwnber rr.ill5 tnd handlin~ e~uinment r.re modern rnd effic1ent . L~»er mill CEPECity, ho·ev•r, r.hs not been expanded in r ecent yerrs . lXT>Orts of spwn t110ber v<·n in ·he .ood yerr 1937 did not reach the l S2B-29 level. 

Th" linnish oulo ~nd p~:per industry hes l:ecn thor ou,;hly reequioMd '".d expr·nded tn the ~st ten ye&rs . ThP output of che:ol.c£1 ·nd c.<!Ct.tn­!~;1 .,.11, ~-l'S been trebled since 1930, rn-:1 ~t the su~Ce time the l"<nu­fccturo of "'lln bocrd~ '"d panrr tcs been doub1~d . The ~uln r ni t>l'per indus try >~ coneentrl.'ted in ~he htnds of 6 fr lfrze concerns; the liMish Pr l!er ills J.saocu tion clone exported JJO t.hcou,rnd tons oi ">t ner in l'JJ? , well over h£1! of I inland' s paper eXl'Or te . These l Lrge concerns heve been tbl e to finenc:e the instslletion of the ClOSt u:>der n types of equiOX>ent • • echcnic6l "Ulr heE bt,en lE rgely dis,..leced by sulphite and sulphate cel­lulose . 
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The outout of sulphHe pulp has now ret chod the limit o1 t he suooly 
ol r ~ruce cvtilsbl e in finland . The increesP in sulplulte nulp outnul in 
•n· N S L f en yt~r rs Ill's been the outstanc:lin~ Ie~ture in the deve1omr.ent 
ol . inlfnd's oulo uld oaoer industry . 

• ne l"tri':et !or !><p<'r nnd other cellulose oroducl~ 1s r::uch r:.<>re 
' P~lc tUr ti.e sa1m ur.ber r.arket . Consumrtion of newsorint end oth~r 

P< '>"r !'I'O ·:c ~s sr.oos a stronil upward trend . The introduction of PI""~' 
•ontr h1 r.: i n LLny ne-,; fields ooens up ne-.. uses 1or wood l'Ul n, rntl th~ 
·;:.f' eJ r:mt!Je,,ic cellulo~e fibrt>s "i.ll undoubtedly continue to increvse . 
•lnl rnd lv ~ P1so in erN ord her output o! S!'ool s , l.oobl-1 ns, furniture , 
roxl>er rds , .. ,~11 bon·ds , and PErking G~Lte riel. Pro clue tion of rcyon end 
rAl l o~hon" ·ps schPdul Pd to be11in on r smell ectle in 19) 8 . 

Cnl_l•ll.o~ e End ottoer e1eborn.ed wood nro ·Jucts , of course: , hPvc 6 
·.or cxteo .~h.- :nd < ore ~teb1P •"Prket- th<n S&l:n tir.ber . ':'hP • innish 
.. o,· n unt. l.; s hol"'('d t t.ct. thP develorr.ent of th• r ore Ednnced brpnche~ 
ol • •. ocd ~r<>.lucts i nd•lttl') wo\lld encbl~ -inlrnd ~o st.ren.,th<>n her 
t,...,or • -o~ilion . 

utt. r !nciustrv 

1 hc r <oid dcve1onmcnt of ~in12nd 1 s industry mey be r eed in the 
Cl.Mt;in.; CODIOOSition of finnis h imports . Durine the Of St ten ye< rs 1 
rr w nter i als <J>d rn chin~ry hrve r epresented e .:rowing skr e of Hnlcnd ' s 
L.nort• e t lt.e exoense or foodstuffs and menuitctured ~oods . !thin 
: .. · cr · e,;ori!!s, ~he1·e is G shift towards th'! lnt s elabont.ed COD' oJi­
:ics . 

':h..' cxnension of ht>cvy industry £nd bulldin.: is reflected in l.h" 
•lse 1!'1 i r .oort,; of c;etol s end .-.etcl oroducts s uch r s ~ig iron, bNCS, 
•lt • · , "i "", End rai1s rnd thP shift fron k.norts of whe~t flour t,o 11'1-
,..0I't~ ol 7ihe<t . ~imilol'ly, ir.tports of r .,-, , ibres - co1.ton gnd r.ool 
r rincipclly - incr ..,csed by 26 percent bf>tv1cen 1935 ~nd 1937 . 

Th<' .,rinci nrl COM'I'"' rs 1 t;oods induslri•' t i n l'inlt>nd rre thr food 
!ndcJ,tril'~ end t tJxtilPs . Thn "'Ulin&, re!t;rrin• ~~nu'l ct.•tre, su~er 
rd nlnz, brcwint;, rn-i confo,ctionery indus•.ri.:~ "roce:;s ' large lll.rt of 
tb totd t 'J;:t.,1ins consl.l<ll'd in Finland . Tht t.o.xtile iniustry ~rodur.es 
'to·,~ • "·o-thi!"ds l by v'lun) 01 Hnland' s textli" cor.sw::~tion . :;,tton 
1~1 ~oolt n =cnui<ct.ure n.~e ~Ade uo alcost 511 of th v~lue of this , 

:57 

•·tL t rryon oltnt Ius been co:noleted 2t. i:.!JSO 6t a cost of tbout ... 1 , 1.00, 000 
!tl.ich res -l&n:.~ to nrodUC!' <11 of rinland 13 !"·Q•tir~r::ents of ;;rtificial 
allk, t s wr·ll cs tbout 350 tons of eel topluln'' re r )'P" r . 

finl~nd hts £ s mr11 metol working industry which has beon until 
I'<.Cently el:nost entirel y btosed on imnortcd rtw l'lf'Vrisls . V.hilc the 
o •t"llt 111'~ !:>:en sr.~ll in pbsolute teres, it has been considerable io­
nor•Pnce to tinl&nJ . vutout in 19)6 was \tlued at over .7 oillions , 
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excl usivll of scelting and refining. In 19)8, 26,000 tons ot rolled 
st(·el was produced. Hnland is able to produce the greater part ot 
her r'ilw8y rolling stock, a considerable part of her rails, Pnd so~e 
other machine products, including centrifUbal c r eam separators, a 
coosider able qusntity of which has been experted. Sba has a small 
shiobuildind industry, an airnlane plant, end e rifle works . 

Th•· Fl.Jmtsh steel industry has in recent years deoended on im­
oortcd nig iron and scrap. However, the croduction of iron from loc•l 
ore has recently been resumed with the inauu~retion of tbe Imtrr Iron 
;.orks . The row Clllterial tor the ne- works will be sup,.,lie<! by ore 
from the Outolrumpu m.lne aiter copper and sulphur have been extr acted. 
It. is estiti.ll~ thet over 50, 000 tons of iron per ye2r can be roroduced 
in this w~. 

Finlend' s orincioal oinerel resources consl.at of r.ickel <end 
conrer. I ron depesita are extensive, but owing to tr1>r.sport end other 
dlificul tie s no develocment worthy of mention has bt!en & tte>"'J)ted . 
~olybdcnum deoosits h&ve been located, an~ some ~inc toceers to exist . 
Is yet, no im"<lrt£nt development of either ot these h&s been planned. 
Our ~rsdr s~rtistics show imports ot cobalt from Finland of ·,400,000 
in 1938, Althoul!h Yle have no specif ic informs tion about such deroosits 
in Hnl&nd. 

The outstondin6 mining develocment has been in Petsamo, where 
the l~nd Nickel Comoeny has mEde large invtstments in a mine at 
Krulatunturi which is expected to be one o! the most oroductive nickel 
mines i n the world. The ore from t his m ne will be concentre tpd in 
rinhnd rnd PXJ>Orted by highway via Petssmo lor refining. 

Thu OutokuJ:lpu mine, &st of Kuopio, oroduces ccnl>er, sulohur, 
• nd i ron . Corpc..r concentntes l're shipped to the r.ew electric S!t!:lter 
at lt:etrp where they are reduced to blister cooper . In the cast :x>st 
of t.l>l.a blister copper h&d been exported to uerm£ey where it has been 
refined by electrolysis . Output of blister coop.. r is ~bout 12,000 tons 
per yerr . The sulphur is used in the l'lulp industr;, &nd the iron is 
us ed in th•• lma tr8 1 ron :vorks . 

Tht!rc hes been, then, a nrid developmnnt of 'lcnufrcturing ::n:l 
mining in l'inllllld during the l)(st ten y&: rs. Yet the rossibilities 
for furth<'r induotr iali ation apreor to !>(I severely limited 1::; t he 
lRck o! bosic rew materials . }inlcnd hes noi~hor ceLl nor oil. Her 
egriculturo cannot be developed to supply lu>sic rew m~teri~ls such 
ts cotton, vegeteble oils, or sugar. Finland is not richly supplied 
with any of the secondary m1-nerl!ls e xceot rcrhens nickel . Her wa ter 
row•r reoources are veluable, but they ccnnot co•pcnsete for the lack 
of corl lnd oil . 

15B 
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Tho dovolooroont of Finland ' s basic industrie s has Jo,een dependent 
on 9 rrtc1ont t ransportation facilities . A 11roat network of inland 
watorwavs ha• brou~ht Finnish forest producttt to the ""ltic ports 
rrm11 which th~y have boen expor ted around the wnrln . The Finnish 
llailway net'NI)rk ta a lEO .. en developed I and il'1portant evtension!l are 
l;llanned . 'l'ho hi'lhways however are in a backward state ; there are 
a'x>ut 18

1
()")0 miles of oravel road and only 120 1111les o!' oaV»d 

hi(hway. 

'he Canals of 10'1nland carri'!d nearly four l"illion tons of 
cerchanditto in 19)7. Th" ;rreatelrt volul:lO or trafric const~ted of 
,.ood, "food oroduct:<, and a larP,o volllllXl or cinerals. The heaviest 
tra•rtc is <:-"rricd by the "~ica Canal, "rom Lako ~a11'18 to Viipuri, 
which c&rried al;•10st a mllior. tons in lQJ?. Tho Karvil' and the 
Pilppa canals were next in tonnage . The Bo~1jarv1 , t.ha 'l'aipalc , 
and •he Konnus ~ach carried over 400,0'l0 t.ons . 

~ensive reconstruction work was in progre~s on the Sai~~ Canal . 
i'hiP work is now alr'ost completed; when finished, tho canal will have 
a m1n11'1um depth flf 11. feet and will carry a ve~sel of l,JOO tons •. 
rt iP in larqo part due to such canal~ as tho Saima t hat Finland has 
beon able to compete on tho wood products market with such ravored 
pr~ucors a~ ~anada . (~he orobable ocrects on l'innish transl;)<)rtation 
or 1 he co~si'ln or territory to tho U.S.S .R. will be discussed below. ) 

~inland 's qaltic ports are unfortunately ice-locked durin~ a 
lal'l!o part of the year . l'he icc begin~~ to rom at tho neads of the 
0\Jlr or 'lothn1a And the •ulf or Finland durin;r November, and by 
Cucumber as a rule all or the qaltic ports are eloPed. It is some­
•.tres oo••ible •o keep t!m ports OJl"'n lon;rer by use of ice- breakers, 
'1.1 1 ".hey Rre in<>r•ective in ordin~ry severe weather. The ice usually 
"lorkP •he "•1 tic ports until ''ay. 

Finland ha ~ an ice- free port in P~t.aal"'o, hut 1 t can he reached 
only by ara~l hi~hw•y from the rail head at ~ovanie1111, t..o hundred 
riles dis•.ant . Durin<r the oast winter, a fflw truckloads or oaocr 
rr,rlucta were ~ont out by thi~ route, but u. is ohviou:oly not 
economically 'easibl'> to t ruck ~ch bulky products aR wood oo "ar. 
nn tho other hand, it is planned to truck out nickel concentrate~' 
by way o• Pnt ~a~-o . 

The Finnish Diet ha~ authorized tn1~1al ~Ypcnd1tur~5 •flr a rail­
way oxteMion to P t.sarr.o, but ~hi:< l)rojoct 1~ l'till in "he survey 
~taR:e . 
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At present, the alternative routes by which Finnish products 
may r@ach the world' ~ mArkets when the Raltlc is closed •re only 
two - by railway to NarviJ.-, and by ra.ilway to l'urmansk. Neither 
or those rout~e is reasihl e for 81ly largo volumo of traffic . floth 
Narvik and l!umaMk are nearly a t housand miles from '>outhem 
Finland . The Finnish railways aro built on tho Russian 5-foot 
g•u~~ . and therefore throu~h shipments via Narvik are impossible; 
dl products must be roloaded at tho !IW"'dish frontier. The 
"ur'Mnsk railway is in doubtful state of repair, and in any ca~ 
could not carry much additional tra ~ric . 

Tho propo~d extension of the railways to Petsamo would provide 
a reasl l-l e altemativo route for the iii:POrt 81ld exoort. o~ sore 
cou-od1ti'l~t, hut i t would be an expen.oivo route coq~,.red with the 
0 •lt1c. 

:so 

Regraded Uclassified



Agricultur e 

Division o! ~onetcry 
Rese~reh 

The ehrracter of r'inland' s s ericul ture h£S t-een determined <"Pinly 
l:;, l:<'Oj;rsnhic !t ctors . The whole of l''i.nlt>nd lies north of the lnitude 
of ~hP ~outhern tio of Greenland. The ~rowin~ seasGn tends t~erefore 

t ~~ort, late 5;-rin., fl'ld early Fall frosts 11re coc:.z::on, and crop 
ttllur<'S are l r equent with ~ny kinds of croo. 

ThP orincipal crops of Finland are hl'y, hcrdy grrins, rotatoes , 
lDd lOOt c rops, which are .:ell £dented to >inland's clin:ate . OU­
rro~ucin~ end protetn- oroducing pl cnts do not thrive, 1nd fruit grow­
in• is scvrcely rossibl c . Until recent yerrs, linlvnd produced very 
ll' tl• ••!>:!: t . 

i inl•nd h<:s therefore derended uoon i~~:oorts tor . ost of her lt>rd, 
wh~a· , fr.L' t , tnd subar, 6<>d of course for col fee, tobacco, and co tton, 
•~ ~ell ss 10r Pli t.rooicl'l foodstuifs . 

5incD the .. orld • rr, hoYoever, the tinnish voverrurent. has .ude con­
ridPreble efforts to increese t6r1cultur al nroduction with the object 
ol red~cinG rinland's denendence on i~~rted foodstuffs . 

rl~e res.U ts have bePn truly remarkable . Since 1921, the cultivrted 
are~ hl!e been extended by 25 percent . At the 1.11 me tin.c, ;.-i.el ds ner ecre 
hrv~ risen ty about 50 percent . As s result, although NOoulotion has 
lr.c~aGed ty 15 ~rcent and ~er canit~ consumotion hes increased, Finland 
b less d<?nendent than in 1921 on iltpor ted focd . In the yeLrs 1'121-1025, 
hnlrnd il::ported on ~he 1 vera~e 2SO oillion l':Uos of tread ;:nin; but 
fro- 19)6 to 19)8, she Md to i::mort O!'~Y 160 cdllion kilos on th" av­
ert·.- . 

I~oorts of zni~l foodstuffs , which fo~erly were considerable, 
hl>vP d>rindled to nell).i(,ible quentities since 1<;25 . Finland has even 
bPCOI'Ie • considerable exno r ter of dairy products, d t• out!h, to be sure, 
on · h~ bash of imoorted fodder . 

One ~jor re son 1or this great 10crease in output has bePn pel'­
!is•eo• 1tvorttle ~~tther during the whole decade of ~he 30's . Incred­
.ble as it r~> seeo, in not o single yeor of this .ecade did t.he adverse 
wrHh"l' conditions develor which •-ere forc:erly re'~rded as nonoLl for 
·.t.e 'rett increrse !n ou~rut of sprin.; wheot . 5read grsins as a whole 
~Vf' 1n the cast fev. ye6rs yielded double the pre-war yield. But weHher 
•onditions are no~ the whole reason . 

The "ultiveted urea has been extended by 2~ oercent since 1921 . 
This extension is e re~ult of t he t,~llio tenure lews, the genercl pro­
tec~ive rolicl cJ ~he ~overnrent, And the sctivitles of the cooperatives 
ill !'lllking credit avsilPble for develooment work on favorable terms . 
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The technicrl level of Finnish Puriculture ha" also beer reised 
coMi l€'rrbly since 1<;21. Cher..iccl fertilizers •,ere little ll."ed in \921; 
.lncP 19'5 in oarticular the use of che~ic£1 fertilizers ~~s increr~ed 
,;r , tly . ln 1925, imports of oll fertilizers were vrlued •t. AI. million 
r.t. r V.s ; in lt)7, the v&l ue had reeched <25 Mllicns of r. arks . The t.ech­
ni Q'H' of ' L' icuHure has been improved equtlly in other resoects for 
wnich ~t.ttietical dt ta is not svrllLble . Joann •.achinery of ~11 t.yl'ell 
;~ orn ~n~ly used, technical educrtion has been advanced , ~nd electri­
_lt,v N. a Ll'M bt·ought to a lar.;e number of Ir.r.IS . 

Tht Cool'err lives have rlayed ~ leading cart in the i!Tt)rovertent of 
t •rical turrl technique . Cooperative banks hr.ve ~ade it nossible for 
!· r~~ rs to .quip their fcrms with needed ~chincry . Coooerative stock 
~rPPd l n societies hEve solved one of the tou~hest of e~ricultural l'rob­
le~ - hor. t.o in-rove breeds and rrl se the general level of qu;lity of 
l lvPst.ock I n en P~ricul~ure of indel'endent ~~rllholders . Cooperrtive 
Cr"£-nries , ~t~ch oroduce 93 percent of ainlPnd's bu~~er e~r~s, ha•e 
,;re: tly incre~sed the efficiency ol the dtil")' industry in Hnland . The 
dd ry cooper~ Lives hrve been a stron.:; 1'11 haence for the i !rorovement of 
rr~thod~ &t every stage of airy fErming . 

In ST'ite of greet imorovecents in the structure of Hnnish e. ricul­
tur~ , it hrs a ot been possible for Hnland to I r eP herself f rom ~ sub-
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s t w t irl del:'ondence on imoorts not only of n w e~ri c•ll tur f 1 rroducts, but 
of foodstuffs ns ~ell. The sever e climntP l'lfkes it i.mproboble thFt ainlrnd 
e•n cvoid l&r,:e im'lorts of f~ts . ~-inniah buttet· ext'orts are b~sed on t.he 
ir.t"Ort of fats in cr~jer form~ . finland crnnot ~roduce any lerge oert of 
r~r f ruit~, End 1 t is orobable thF.t in the ton run, she will have to im­
ro" t co~ ·iciercbl~ ou&ntities of breed cerep]s . The fpvor ;;ble we: ther of 
: h· )0' s i ~ net likel y ~o continue for lon unless it is £ consequence of 
soce ~ec•tl r r clir.rtic chEn;;e . 

f1r~i sh •Jriculture therefore ~ill cont inue tote denendent on foreign 
·race . i he trPr.d towerds gre~ter imoorts of crude >Gricaltur~l surrli~s -­
for• il i~~rs , oil seeds, ~r.d other c~ncentrcted !odder -- will continue . 
Con~ereely, impor ts of fini<hed !ood~~ulfs such"" l<rd ~' !all sonewbat . 
",h,.tt. i rrrorts wilt pr obabl y ha~e t.o 1-o in~rruE'd in t.he long run, 6nd 
lrni~ l tr"'rtt will sunr~y rlmost Ell of Hn1cnd ' s consurrotion , 

Di~tribution of CultivEtPd Lvnd in Finland 
!;ize of l:olding Number of Holdinns Ares 

0 5 acres 77,162 ?2,1..7) acns 
5 7 . 5 " Jl, 9'/) 72,896 " 
? .5 25 " 108,642 601,518 " 

25 62 .5 " 51,683 76o,l2l " 
62.5 - 125 " 12,219 1.01,377 " 

125 -250 n 2,861. 16?,016 n 

lh •r 250 " 1'2? 1J6,2:l2 " 
285, 390 IOt.d 2, 2JC,3JS 

Suurce1 /nnuiaire St.Etistiquc -le Hnlande 
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Froon the evidence o! this table, it cpneers thct sr..&llholdin.:s nredo::o­
in· te in f"inland . C.o:tnt red with Polend or the balkan strtE"s, there is 
t re"1l rkeblc concentration of holdin.;s in the range from ? • 5 to 62 . 5 
~cres . J:.ven i n F"rDnce the land tends to be more concentrsted in the 
htndll of t lte lar11er landowners . J.t the SLme time, the 82? lar gest 
holdin .. s, totalling 1:37 thous~nd acres, included practically as much 
ltnd os 109, 000 of the smellest holdincs . 
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The Rank of Finland, founded 1n 1~11, is the State 'lan'· and the 
only ba nk of issue . The capital or 1,250 million marks (abou t 
~22 ,000,000) i s held entirely by the $tate . The mana~ement i s en­
trueteti to a Board of l'anagement, consistin.g of a chainnan and not 
more than four member s appointed by the Pre~l dent of the Republic . 
The Ponrd of "anagement function,. under the ftupervi•ion of the "ank 
Supervisor• or the Diet (the Finni~h national le•islature) . The 
~pervi~or• h~ve various functions normally carried out hy the 
ex~cutlve or rlirectin~ body of a Central 0 Pnk , such a~ fixi~ the 
rate or dbcount and i ntere,.t, decil'ions on questions of foreiJtn 
credH, the -iistrihution of work ar::on • the ' 1aMoterl', and the settle­
l!'ent or all Ntter :o relating to salariel'. Thet r oowers enable th~m 
to determine the ~>road policies of the bank end to decide many ad­
l!rlnt•tretive tletails . The :>ank or "'inland i• therefore a f'ully 
politically controlled institution. 

By law, as amended Der.e~ber 1q3o , the bank is entitled to issue 
notes to the sum of ~he full amount of its ~old reserve, its foreign 
currency holdinas , and 1 ,8 billion marks (approximately ' 32 million, 
at the pre ~tent rate of exchanPe ) against a so-called supplementary 
cover . 

nr "tnland' s nine ~oint stock banks , with about 500 offices, 
two conduct about 110 per~ent of the business. Theee two banks -
the Kansallh-'lMke-Pank\ci and Nordiska F'oren111!'shanken - recently 
increated their ~hare capital , a move nece~.ttated by expansion of 
tum-over . l'he Finnish banki~ law requires: (1) that the banks 
l<&e '> a mi~ reserve of 20 percent in cash as!'ets ~ainst sil(ht 
liabilt•t.,e, an<! (2) tha t share capital and reserves represent at 
least 10 p'rcent of total liabilities. 1\ctuall.y, the bank" nonMlly 
ha.e a cash ratio rar 1n exce~s of the le!!al minimum. Interest is 
paid on both t1Cl8 and demand deposits . 

In addition to her bank of issue and the ~oint ~toe!< banl<s, 
"inland has Pavin~~ banks with depotoi te o~ shout !I billion marks 
( ~160 million) in Seotembar 19)q. ~he hall Poe t orrice hanks wi th 
~avin~s deposits of about 500 mil lion marks (~10 million) , co~pnrative 
Credit Societies wi th deposits of about 1 . 5 billion marks (~30 mill ion), 
and Con~l!lfl rs' Cooperatives with deposit.!' of about 700 "'illion marks 
( l';l.J. million). 
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The monetaEY unit 

D1 vision or "onetary 
Research 

The Finnish monetary unit is t he markka ( col!lr.lOnly written "mark"). 
Jn lQ)(), when "inland wa~ on the gold stanl!n rd, the mark was worth 
2. 52 centtt . The depreciAtion or sterlill.l! forced the depreciation or 
tha aark , and the especially depressed market for construction 
nteria1 made the oark even weake r than !Iter ling. Under the gold 
stan~am t he ll'ark had been valued a t about 193 to the pound. ·"'hen, 
afte r a period or mone t ary independence extendinq from September 1931 
t~ ~pril 1Q33, the mark was a~ain peg~ed to sterlin~ , the r ate chosen 
was '2? to the pound. Tho mark remained at this rate until AUPUet l qJn , 
when H began to apprecia te ll,'!ainst sterlins!. The average rate on 
London during Septemhor 1939 was 19? insteari of 22? . Since July 1939 
the rate in New York has moved in the rollowinP way: 

( In llnited llt.atel! cents) 

19)9 - July 2.05 
August 2.0S 
Septe~ber 1 .90 
l'lctober 1.119 
llovell'he r 1.90 
Decem her 1. Fll 

1940 - January 1.~2 
F'ehruar.t 1 . 71 
"arch 2 1. 75 
Varch 9 1.41 
"arch 16 1. ?5 

"n Jlarch 16 , 1940 the free market rate for Finnish marks in New York 
wa~ 15 oercent lower than the average for July 1939; during the same 
period , the f ree market ra te for sterling fell 19 percent . 

l'ln Octol'ler 14 , 19JQ, the la!'t date for which we ha"e offi cial 
fil(ure~, the Pank o~' "inland harl al:Y>ut 24 c:Ulion or gold and al'lout 
•40 c1llion or •orei~n aes~t~ . At the end or ~ptember, the joint 
stock banks had forei~n aPsots o~' about ~o nillion. ~ince then , no 
dou~t, the forei~ asFe t ~ or ?inland have been ~eriously depleted . 

A~ will be ~hewn below, -inland ha~ decreased her forei~n inrlel-tetl­
nees and inc,..eaEerl her liquid foreign a:<~~e>.s 11reatly since 1932 . 
llowever, this pa~t experience a f'ordl' 11. t tle presumptinn t ha t "inland 
Will be able to maintain -- far le~s i~rove -- her excha~e position 
while there is war on har major sea lanel'. 
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The supply of money 

Division of "onehrv 
lle,.earch 

The supply of ooney increased ~~;radually from the beginning of 
19)) to the summer of 1939, a~ the result o~ the adoption of an 
eaQ< money policy and the e"J)ansion of businese. /. more rapid i~ 
•rea~ took place in the later months of 1939 to meet special war 
rlemands . It is probable that means of payment have been further 
increased since the heginninll: of hostilities wi th Russia but we have 
no fi~95 for any date after October 14, 19)9. 

Rank of "1nland Note Circulation 

(14ill1one or marks at end of month) 

1932 - December 
lQ)) - Decen:ber 

. 1934 - December 
1935 - Decenber 
19)6 - December 
193? - December 
19)8 - necember 
1Q39- July 

A~ust 
~eotember 
oc•.ober ? 
nctoher l4 

1,085 
1,184 
1,277 
1 , )111 
1 , 630 
2,052 
2,0116 
2 ,179 
2,262 
2,54? 
2,552 
J,J0£1 

As the above table shows, Pinnish note circula~.ion rose hv slilthUy 
less than 1.1 "HUon marks in the f>-1/2 Y9ars rrnm Decenber 1932 to 
June 19)9 and by r athe r ~re than 1.1 billlon marks in the ll weeks 
from the end of J uly to October 14. 

Demand deposits also increased rapidly durin~ the 1930's. 
Curren t account" a t the Pank of Finland increased more than tenfold, 
from an average of about 92 million marks in 1931 to an average of 
1,062 million i n 19)11. Domestic deposits or the joint stock banks 
increased from 7 ,1'>~ million 1n Decemher 1932 to 10,75~ in Decer.tber 
19)8. 

Enormous w1 thdrawale took place on the eve of hostili t ies and 
probably continued through at least the early weeks of war. Current 
acc:oun.t,. at the Bank of "1nland fell f r om l,OS'l million at the end of 
June to 448 million on (lctober 14. Domestic deposits at the joint 
s tock banks rell from 11,16? million at the end of June to 10, 624 
million at the enrl of ~ptember; no doubt even Treater withdrawal8 
took place in the period for which we ha~e no fi~res. 
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Division of "onetary 
'!e~earch 

ll1e structure of "'innish interest rate~ 1:< rather di r~erent 
frol!l that or the United StateF. l'oet rates are, however, quite low 
and rate" on co~ercial l oans ere perhaps lower than rates to ~usi­
ne~Fes of t.he sarr.e size i n the United States . 

Sineo 19)7 the banks have been paying an average of J-1/2 per­
cent on !kw1.rw• deposits . Formerly r ates on deposits were even 
hi~her ; in 19))1 for instance, they avera~ed 4 .~ percent , 

!he effective rate on outstandin~ bonds has been 4 .7 percent 
•ince 19)7, In 19)) the effective rate wns 7 ,0 percent. However, 
the ef'ective rate rose sharply in the SUII'I!I"r of 19)<l; the index of 
~nd prices 'ell from 100 in Uarch to 92 in i'eptember. 1'e have no 
l'iorure• ror any later dates. 

Rates of interest on all loans advanced by the joint stock hanks 
avora~ed S,QS percent in 19)8. '/hen it 1e consi<lered that the~e banks 
w~re payin~ J-1/2 percent on savings deposits, theFe loan rate• are 
remarkably low . first cla•s mortgage loan• were mAde generally at 
4-V4 percent . Loans of t he siz, made by 1'innish bank" "ould have 
probably paid hi~her rates in the United M.atos . 

The 111lni tes" stock exch~e inde x l!hows a consistent rise from 
101 in Janu•ry 19)6 to 16) in llarch 19)7 and therea rter a rail to a 
low of 129 in December 19)8. This index ~tood at 13) in Septer::her 
1°)Cl, but since then has probably 'allen orreatly. ·re have no coooarahle 
da'.a ror any period arter the end or /'epterber . 

Caoital forr..ation 

•ccording to the ~nnish Central Steti~~icAl Office, there was 
a net increase of over 2500 in the number of coroor~tions and of 
over ' billion marks (e40 million) in the capital of corporations 
in the J-)/4 years from January 10)6 throURh September 19)9. The 
increase was remarkably steady and undoubtedly mirrors the expansion 
of Finnish indu~try and commerc~ which took place during those years . 

:G l 

Regraded Uclassified



'"xporta 

- 15-

l"oreign Trade 

Division of Monetary 
Research 

~inland ha" increased her exports durin~ the 1930' s, and she haR 
had a ravorahle balance of trade in every year of that decade ~~copt 
193" · In th~ fir~t 8 mont hs of 193<l her erports e~panded again, ~"tah­
lishin• an all-tima record . 

~inland's Forei~ Trade 

(In mill ions or Nrl<a) 

Exl>orts Il'1'0rts "alance 

l<l28 6,245 ",013 - 1, 76A 
l<lJO 5,404 5,248 + 156 
1<lJ:? 4, 6J1 3,502 - 1,129 
10J4 6,226 4,776 • 1, 450 
l<lJ6 7,223 6,J69 • A 54 
1037 9,380 9,3o6 + 73 
1Cl3R A,J9A 11,607 2~ 
10JR 
(first R months) 

JOJC) 
5,178 S,549 371 

( ftrst " months) 5,760 S,4Al + 279 

1be bulle of l"innish exports (over AO percent) consists of wood 
an1 paper oroducts. About 10 per cent consists of agricultural products 
and the rest is ~de up of aany soall items. 

"'innish 8xports hy Co~ity Grouos 

Timber Paper ~griculture ~ 

1<)28 57'l ~ u;: :X 
1ClJ4 49 37 8 6 
1Cl37 45 39 A 8 
1938 41 41 10 8 

The 11n1ted Kingdom wato by far the most irrportant buyer of ~nntRh 
exoor~~ . Germany "as secon<i in bportanc9. 
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Principal buyers of ~nni~h ~orts 

1928 
193A 
lQ)C) 
(first J! months ) 

•tni ted Kingdom Germany U .1' .A. 

35~ 
44 

42 

1~ 
15 

15 

7% 
9 

11 

-bout two-thirds of Finniah i.r>ports consisted of producers• 
~oods, cor.:pared to about one-half in 1928 . The decline in the rela­
'he it:portance of consumers• goods reflects both the increased self­
""rficiency of the country in staple food!! and the expansion of 
industry. 

Finnish Imnorts by lta~or Types 

Article~ of consum11tion Producers• goods 
l'ood•tuffs Finished indus- 11aw '· semi-
'· luxuries t r ial products finished Finished 

l92A 2&f. 24~ JJ% l?t 
l9J? 13 20 46 22 
1QJ8 14 22 41 22 

Oomany was t he -ost imnortant supplier of Finniah ir.Iports in tho 
l9::>o• "• but in recent years the tJnitod Klnerdom has become alJ:Iol"t 
equally imoortant . Sweden now coco11 third and the United States fourth. 

Principal •ources -:>f F'innish Imports 

Germany U.K. !LL. !'.aden 

192A :r~ 1~ 15~ ~ 
1931! 20 22 9 13 
1939 
(first q months) 20 21 10 14 

Trade with the United ftatas 

The balance or '>l.nniah trnde with the United StatM looks quite 
different in her statistics than in ours , Our export~, val ued at 
embarkation in our statistic11, must hoar the oost11 of a long sea voyaDO 
beror• they reach "inland and consequently ~re valued al-out 20 to 25 
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percent h~b~r in hAr statistics . 0ur imports (valued F .0 .n, in hPr 
~tati~tic~ and ~ . I . ~. in our~) also cost us 20 to 25 percent more than 
they net her. 

lhe~e <li.screpancio~ in the basis of calculation may he quite r:de­
leadina . For instance, our statistics show that Finland had a ravor­
~blo balance of trade with the United Etates both in 19.3? and lCJJA. Tn 
~•ch of the~e ynars, accordi~ to our fipUres, we bought about lA 
mil11on fro~ ~land and sold hP.r a~ut ~12 million. But i n tho 
F!nnl sh statistics •.heee facts appear quite difrerently. According to 
them, Finland sol d us ?40 million marks of goods in 19.3? and ho~ht 
from us ??S million; in 193~ she sold us ??3 million marks worth and 
!>ought 7?4 million marks. 

Since the <1nnish statistics provide the ~rc significant ba~s 
for the evaluation h"r rorehm exchange po~ tion, we shall use her 
rt~re~ thr~hout this Motion exceot whero soecil'ic statement is 
mad~ to the contrary. 

'l'he share of the United States in F1nlan<l ' " imports was a•· a 
lower level i n the 1930 1 ~ than l n the previou~ decade And he~ rison 
only very slightly in recent years . The imPOrtance of the United 
States a~ a purcha~er or F'tnland ' s exoorts has inr~eas"d over the two 
d•cados but show~ no consistent t rend. 

Finland's Trade with the U.S.P . 

~ld to U.S.A . : "o!!£ht from U. e .A. • • 
:Villions of marks:i or total : :Willione of marks:~ of total 

c .I.~ ! imports : : F.n.s. 8)(Jl0Tts 

1no ?9S 22 192 ? 
1922 6W 15 2Ql ? 
1924 62Q lJ 301 6 
1926 801 14 365 ? 
1928 1 ,179 15 4CYJ ? 

1930 638 12 412 8 
1932 269 8 444 10 
1934 412 9 42CJ ? 
1'1)6 517 I! 66? 9 
19)8 ??4 9 ?7) 9 
19)9 (first 
8 months) SSl 10 631 11 
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•rade relationto between l'inland And the United Sta •es are ~ovemed 
h the 'l~ciprocal Trat!e •'!r'3errent of ''ay 1~', 1QJ6, In this eotreement, 
•he llnfl.ed States made concessions with regar <i to mechanical and 
ch1mical woonpulp, n•n•sprint , rapping paper, cardboard, pap"r l-oards

1 ~lywood, ~ooola, m3tches, separators, cheese and ~ranite , ?inland ' s 
~n~aqemon t~ in favor of the Uni~ed ~tate~ covered f rui t, r aw cotton, 
•ecnndhenrl sacl<e, films, patent leAther, tires, copper rods, tyoe-
wrl ~er• and bu~ineFs machines, l'lOtor car:~ an•' "Pare parts . 

l'ht~ trade lll!ree~r,ent did not raiee Finnish purchases froc the 
''nt•ed .Stet~s to the level of the 1920's. Finnish purchases froJ:> the 
'!"V~t! gtqt•~ have cont racted because sho now o~oduces !:lOl't of he r own 
c !"'alP: ~h.l increa~e in he r purche~?S of our industrial r:~w Mterials, 
a.•ah 11nd r.>•chinecy has not cor:pon119ted for the decline in her our­
cha~ts of our ag ricul tural products. 

Finland's Imports from the " . S. 

( I n millions of mar~s) 

1Q20 1923 1921! 

r~reals 3'71 JJO 346 
Anplo" and p?ars 1 10 
q~1,1 nF ~nd ol~~~ 21 11 21 
Potrolou~ pro~ucts ~ 51 1'33 
IIA" C<>tton 20 16 1~ 
• etal~ 11nd ~tal g~ods 26 15 55 
I achinery 20 12 45 
PrtJ~t:tnnPe r cars 4 q 151 
Parts ror m~ans of 

"r"'nsport~ ~ 47 

Total (\nclud~ other~) 795 5<14 1 ,179 

l Q32 1Q3ll 

43 63 
5 27 
q ')4 

3<l 10'1 
72 141 
ll 77 
13 flO 

2 50 

~ 22 
269 774 

~innieh eales to t he Unitod Fta tos consist of qo percent of pulp 
ond PllOO r produo t s . The other 10 P"rcont ito MAde 
cheeM and a num'>or of minor article~ . 

U~' of hide~ 1 ,'!rani t.e , 
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Finland ' !! Exoorte to the U. " . 
(In millions of mar ks) 

1<)20 1923 1928 1932 193A 

• echanical pulp 33 11 q 2:> 17 
Sulphite oul'> 66 125 163 ;>06 293 
Sulphate oulp 4/. 54 77 A3 11? 
NewsPrint 34 R6 95 90 250 
•raooifU! paper 4 1 2 2? 

Cardboard 6 A A 4 p 

All other s 58 57 37 66 

Total 192 343 409 44/. 773 
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Rese~reh 

roreign Ceoit&l in rinland end her Foreisn Liabilities 

Durin~ the period of civil w< r ~nd orivation which followed the 
hu.&sian re\'olutions of 191?, Finland accumule ted debts to the bovtorn­
r.~ent of the United 5t.at.es which were funded in 1923 in a cingle loPn 
of w9 ::dllio:l et J; percent interest. On t>eceCiber 15, 1939 •inland 
st.ll owed about w8,14),000 on this loan. 

In the 1920's rinlsnd obtained funher long-terr.> caoitll a•word, 
principally in the United Stetes . Ab ut 60 ocrcen" of the long- term 
caoitrl she r eceived from e~rocd durin5 the years 1922-1936 com~ from 
llotE tions of lloller bonds . Aside fro•n the TIC r l o£n, Hnhnd rrised 
~99 · 3 cl.llion of long-term caoital from the ul,. of dollar bonds . i·er 
other long- term issues, sold chiefly in 1-.n,:ltnd end ~w!'den, or:ountPd 
to ~?5 . 5 oillion . 

Finnish ¢ Bond Issues 

Year Criginrl &moelnt Rat!' of io.no\mt out-

Issued by of of is~ue in interest atl'ndtnc et 
issue < millions , end of 1938 

Finnish Government 192) 10 .0 6 1 .. 9 
Finnish Government 1923 2 .28 6 1.9 
Finnish Government 192~ 10 .0 ? 
rinnish Government 192o 15 .0 6,.. 
Finnish uovernm~nL 1928 15.0 5~ 

Fimlish liovernmcn\. 19)4 10 . 0 4 1. .0 

Finnish Gusr . 
i.unici o . Lot~n 1924 ? .0 ~ City of Helsinki 19)0 R.O ? .0 

Industrial l.ortbage 
Bank 1924 12 .0 7 

Hesidenti~l . ortbage 
Btnk 1928 10 .0 5 1.-0 

J.t. the end of 19)8, there were o2l .S r.dllion o1 :!oll•r bonds out­
standing. Abou t ~:> . 4 million wre redePmed 1n the Nrly nonths of 19)9. 
l..oreover, about .,J.O.B ..Ulion of t.hese dollAr bonds we:-c cst.il::aVd to 
be held in Hnlrn1. Therefon onll ~Lo:1t ...a . o cdllion of linnish <lol­
ltr bends tre held abroad, of nU.ch et. le•rt .2 mil:icn Dre bPlleved 
to te a.c:m held in vsrious !:.uror>ean count.ri"s . 

Finbncl reduced her nat I oreip1 li~bilities (1 ont f r OI!l hPr debt 
to the government of the United 5tlltcs) fron. ~,060 rtillion r.J>rks 
(roughly ·.180 :nil \ion) at the end of 19)2 to 650 r.~illion marks ( r-cuthly 
~13 r.11lion) ct the nnd of 19JP. At. the end of 19)8 thP declrr~d ~old 
holdino5 of the ~snk of l'inlcnd W!'re fbc>ut thice ns lar_e ts th" totol 
of rinland's net foreion lit il1ties . 
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Finland 1 s For eign LirlbUHien, l:..xcl uding Curn-nt ·.ar Debt 

(In millions of n:arks) 

End of year 
Litbilities 
1 . Finr.ibh securities held abroad 

a , vo\'ernment and n:unicip~l 
b. Prlvrte lon6- term 

2. rloeting forei&n debt 
" , uovemment. and municipil 
b. banks 

1 1 , Foreign del'Osits 
21 • Other debts 

c , Oth• r tnsl nesses &nd 
individuals 

Total licbilitics 

Assets 
1 , CcntNl t<nd local .;overnmcnt 
2 . Banks 

a . Dooosits abrocd 
b . Forei~;n exchenr.e 

J , Ot.h~r bu~inesses and 
indi'lidue1s 

Tote! tssets 

lie~ Liebilit.ies 

5, )00 3,750 2,)70 1,1.40 
J , o70 2,255 1, 680 1,060 

258 

132 
890 

XtO 

10 

1J9 

247 
I.J) 

681 

5B 

1.9 

250 
280 

)10 
)/,0 

971 1,110 

55 ::?J5 

419 1,811 1,889 2, 610 
261 25J 21.5 215 

190 328 261 550 

880 2,450 2, 450 J , 610 

9,060 5,055 3,150 650 

ln ~ddition to <inland's fo~i~~ liabilities, there are substan­
tbl liJOOunts of foreign direct in"est.ments in rinland . The nickel 
mines are &ri tish owned, and we have her.rd that e large portion of the 
paper End pulp industry is Germsn owned . ~:ore information on this 
roint is needed f or our evaluation of r1nland 1 s btlance of payments 
sHur tion . 
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nnltnd hss had a fcvorabl e belance of payments on current account. 
in everJ year of the 1930' s . This ffvorable balance has enabl ed her to 
redeem tnd buy back her f oreign indebtedness , to add to her foreign 
doi'Osits, end to sccumulEte .;old . The reosons for her fevora l- l o balance 
hsve been: (1) the excsnsion of paper and nulp exnor ts, (J) the ext~n­
sion of cererl acrea6e, leodins to Greater self-sufficiency in foods, 
(J) c frugal s~ndard of livint;, "hich ""Mllht~:d eXT'orts to rise •·hilc 
il:>oorts for c~nsur.:rtion re .. .ained r<'l&ti v~l:r s te tioru ry, 1 1.) increased 
inco"' frot:: services, esoeci~lly shinnin:, and (5) conversion of for­
ei~,n bonded indebted..,ess c:t lo•.er rat~<s of interest. 

Finland'~ ~rlance of Pa~nt.s on Current Account 

(+ me&ns excess oJ inp"ya;enu, - e xcess of outp&yment.s) 

(In mill ions of .r rks) 

1-!erchc:ndise lntE'rest and Other Total 
dividends services 

1922 + 479 - 2)8 + 2b8 .. 509 
1924 .. 268 - 258 + )62 + 372 
1926 65 - 28.1, + .1.20 + 71 
19:113 - 1,178 - )50 + 525 - 1, bOJ 
19)0 + 163 - 1.12 + t.£1 + 212 

19)1 + 980 - .1.)6 + I.I.S + 992 
19):> + 1,129 - 51!) + 6)0 + 1,176 
19)) .. 1,)70 - 530 + 510 + 1,)50 
19)1. + 1, L.o1 - .1.25 + 5)5 + 1, 571 
19)5 + 91) - ):>5 + 51.0 + 1,128 

19)6 + 1, 028 - 270 + 560 + 1, )18 
19)7 + 2Jl' - 195 + 775 + Fl8 
19)8 '12 - 150 + 750 + 528 
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Finnish public finances have been managed quite successfully 
during the 1930 's. The government has operated railways , post and 
telegraph services , the State forests and many other enterprises 
with considerable profit. Expenditures and receipts have increased 
quito steadily, the public debt haa been reduced , and the foreicn 
public debt almost eliminated. 

Eeceipts and exoenditures 

Since 1932 Finnish budgets have observed the distinction betwe9n 
capital and current accounts . 

One of their distinctive financial Q8Chani~S has been a audget 
;;:qualization Fund, a liquid reserve against emergency demands. The 
Equalization tund was particularly designed to cOIIlpensate for varia­
tions in receipts and expenditures result ing from cyclical changes. 
At t.he end of 1938 there was about t:::n million in the l'und, but 
whatever was in the Fund has probably now been used for war purposes. 

Finnish national taxation beBrs primarily on consumption, rather 
than income or proper ty. ln 1936 about half or total receipts from 
all national t axes was derived from customs . 

Receipts from Taxes and !!onopclies , 1938 

mount 
( ln r illions) 

of Finnish karks 
2, 752 "'axes on cons=ption 

lneoc:e and property taxes 
Stanp dut.ies on business 

transactions 
Other tax revenue 

941. 

136 
18 

3,896 

Percent 

71 
24 

4 
1 

100 
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National government taxation is officially estima ted to be 
equal to about 15 percent of the nat ional income . 

National Incooe and Taxation 

National lncane Taxes Percent of 
( In l!illions) (In Millions ) National Income 

1924 
1928 
1932 
1936 
1938 

14, 500 
19 ,600 
lJ ,900 
20,500 

1 , 997 
2, 491 
1 ,959 
2,993 
3 , 996 

A general idea of the revenue and expenditure of 
recPnt years is afforded by the following table: 

( In !!ill ion !A arks) 

~ 12Jlt 
REVElJUE 

Current revenue • . . • 2, 438 J ,J66 
Loans • . . 214 503 
Other capital revenue 272 262 

Total 2,925 1.,135 

Utilized out of balance from pre-
vious years • • . • . . • 42 

:lef icit . • • . . . . • 
Or and Total 3 , 001 4, 135 

EXPE!lDITURE 

Current expenditure • . . . . 2,484 2, 599 
Redeer:ed loans • . • 58 '394 
Other capital expendi~~ : . . 45J 1,107 
Transfer to dudget Equalization 

r und . . . . . . • 
Total 3 , 001 4, 100 

Surplus . . . . • . l ~ 
C.rand Total ) , 001 4 ,135 

lJ , l 
12. 7 
14. 1 
14,6 

the Stata in 

12l§ ill.§ 

3,725 4,862 
900 500 
2!.~ 1:Z2 

4, 870 5, 534 

4, 870 5,534 

2,983 ),1$7 
915 244 
9)2 1 , )51 

ll l~O 
4 ,861 5, 432 

8 101 
5,870 5, 5)4 

:77 

Regraded Uclassified



- 25 -
Oi.vision of lionetary 

Research 

As can be seen from this table, current revenue doubled between 
1<;)2 and 19)8. This increase in revenue was not due primarily to 
l.Jiereases in rates of taxation . Only alcohol and motor vehicles 
~ their .fuel have been taxed substantially more heavily in the 
19:30' s than in the 1920's. The increase in current receipts has *OCP pril:larily from the increase in the size of the national inc<JDe. 

State enterprise, loans and guarantees 

The Fl.nnish government owns and operates a large number of 
busiMss enterprises . The most important of these, from a commercial 
point of view, are the State railways , the State forests and the post 
fnd telegraph office . The State also operates canals , dock yards, 
~ nargarine factory , Stat.e farms , and many smaller enterprises . 

the State does considerable lending for oublic purposes . Loans 
are regularly given to local Government authorities for perforcing 
re~~ public duties , for e~ple, the building of schools , hospitals 
;nd charitable institutions . Public loans are given also to private 
~usiness engaged in activities affected with a special public interest 

ch as private educational institutions . The greater part of State 
oans , however, refer to agriculture - thl!l provision of land for the 
andless population, soil improvement, dral.Jiage , various f orest pro­
ects , etc . The Stete also makes housing loans. There has been very 
ittle recent subsidization of large-scale industry, though a loan 
nd for shipping was being set up in 19)9 . 

Loans granted by the State have for th" greater part been 
mortgage loans , w1 th a c<r.1parati vely long period of red~ption . The 
ra~e of interest on such loans in 19)9 was between three and f our 
ar.d one-half percent. At the end of 19)7 the total State loans 
sluts tanding amounted to almost 2 billion marks > or more than one­
half of the .full year's t•ational government tax receipts . 

The State has guaranteed interest and principal of the bonds of 
f inancial institutions engaged in mortgage , agricultural credit, 
mining anu other industries . 'tht total of such guarantees was over 
~ .) billion marks at the end of 19)7. 

Public debt 

The total nominal public debt was reduced about 10 oercent 
between the end of 1932 and the end of 19)8. 

: 78 
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Funded ilebt 
Foreign 
Internal 

Floating Debt 
Foreign 
Internal 

- :?6 -

Finland's Public Debt 

(In ~illions of Uarks) 

2,9)7 
2,4)2 

505 

5)5 
)51 
184 

Total Public Debt 3 ,472 
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ID.!. 1212 .!2.ll! 
),27J 2,981 ) ,195 
2,28) 1,12') 7?5 

991 1,85) 2,1.19 

101 1)6 57 
"R 57 
50 81 ___21 

) , )82 J , ll9 ),251 

The real reduction was even greater because the foreign debt is 
carried in the Finnish ooblic debt statement at. its mark value 
a• t ime of issue . Since the mark depreciated from 2. 52 cents to 
2. 05 cents and from 197 t o the pound to 227 to the pou.., t, the paying 
orr of foreign debt was an even more considerable accomplishment than 
appears from the Finnish figu1~s . And it was particularly the foreign 
debt which was paid off during these years . The foreign debt fell by 
about three-quarters, from 2 1783 million marks at the end of 19)2 to 
775 million marks at the end of 1938. l'llrthemore, of the small 
outstanding public debt in foreign currencies, a large part was actu­
ally held in }inland, 

\7e have no infon:>ation on how much debt r inland incurred d~.tring 
the war wi th Russia . Yost of the aid which she received from abroad, 
aside from the Export-Import Bank credit, probably took the form of 
gifts . However , she no doubt added considerably t o her domestic public 
debt . 
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The Econolllic •;erects of the Now Frontiers 

••o do not have infonr~tion as to tho preciso lor.11tion of tho 
n~ 'oviet-Fi~~i~h rrontior in Karelia; in fact, the precise l oca­
tion ha~ no t vet been tletol'Tl'ined. 1ba cl.,arest ;ovailable ~de 
Is 'he ~~~edule of ovacua•ion in the orotocol attached to the 
rocent t reaty . In •hi~ orotocol , a serlo~s of towns is mentioned 
"'aich indica teE tha t the now front ier will follow the boundary of 
''iborg pro·dnce a~ ceded by, Char les XII t? P, tor the r.roat by the 
'l'roa~ of Nyst ad (1721) . 

I f tbe new r rontior foll~•s thi~ lino , it ~•Y r.ause serious 
dl~ruption in ~inland ' • industry and in ~he flow of t r ade . ~lond 
l'"ay re11ch an a10r1ere n•. with the So·riets whoro'>y t.ho flow or 1:!8terlals 
C'ay continue su'>stentially on the old line!' . I r t"UCh an a'lreemont 
h inoo~sibl-3 , or ir "'inland chooses t" follow a contrary policy, a 
very con~idera .. le I"' construction or her indu~'rios will he necol'sary . 
Tt would l'e irnos~i '>le t., reo lace on "'innit<h PoU ~11 or the 
racili,ies which hqvo ~leon ceded to the "o"i~t~ . 

The transoortation rou tes of southe rn FinlAnd wil l he se vorod 
"Y the new frontiQr ln any ca~e . 'l'he So,iotP will ~ret "iipurl and the 
terminu~ of tho cal~a canal , which iP the ou tl~t for al l o' the ti~ 
bc r and pul.., i n1ustry nr,mc! Lake ~ai1M , Tho r"'-routin" or thie 
'raf'ic b:y rail woultl be oxoensive, anc! tt may not be feasible a t all . 
1ther canale are involved i n ~he sar• mannor, wch as the Taioale , an 
ir.oortant carrier'>' "<00-1 and ll'inerals . 

The iluol<~i ''all~y on "he Karelian iethrut has a lar '!e part of 
finland's s::l9lt1.n~; and metal work:in" industr1. ' slight shift in •he 
frontier one way or another might h>v~ far-roachinq ef'ects i n this 
areA . At Ir" • ra on tho "uol<si river i• looa tnd Finl and 1 • sinplo 
copper smelter . Hor main hydroelectric dQvoloonent at Imatra Rao~ds 
has a total caoacitv of ove r t.OO, OOO hore~oowl.'r . Some of tho 
nr1 nclo~l iron works aro aleo at lMa t ra . 

"he recently cone•-ruct.-d "~ar rer1nnry at ,,n:~a n~ar ''11nur1 
"'lili "e in the ceded area . 

•· ~so a rayon p!>m• he" just been comle t.otl at a cost of 
' 1,400,000. This plan~ wa• de~ed to ~Jpoly all of ~land' ~ 
roqui~ents in arti f i ctal ~111< , and in adrlitlon "hout JSO tons of 
collophane oer y•ar . ~t ~so i s l ocated one or tho ~i .. tSest sulohite 
mill~ tn Finland , ~t ''a rt~illa t haro aro iron worl<s which l'lay ho 
1n 'he ceded area . 

lao 
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The new frontier rill certainly cut oany principal t rarfic route~, 
!101!'0 0 r which cannot be reolaced by con~ · ruction within t.he new 
Finnhh frontiers . The naw lin" 111ay nleo cut vital po•.ver lines. 

Tho complete recon~truction or Finnieh i ndustry to attain in­
dooond~nt or tho r outes and plant~ in t ho coded ar ea would i nvol ve 
Finland in "Ory largo capitAl expendituros. 
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'!HE FOLI "'IC-'L nTiu TIOU Ill F'INLAN1> 

l'arch 12, 1940 
(Division of llonetary ll.c~<earch !/) 

Summary 

1. The tr~ditions of democracy are deeoly rooted in Pinlan" · 
The etn~g~le against the Tsarist regime in .. inland before the ··rorld 
war took the form of a fight for deMocratic rights and national self­
determination ror tbe , innish people. The small farmers and workers 
who took a laadinP. part in that rt~ht have remained staunch derenderP 
or deroocracy to ~h1." day. The leadinP party in "inland today , t he 
~octal Oamocrat~, represented in the ~overnrnent hy ~anner and se~ral 
othe r "inisters, place at the haat! of their pro~Jram the de!:'an<l for 
the extension of democracy. l'M oowerf\•1 cnoperative movel"ent in 
"inland r PpreFent" a venture in oconomi<" democracy which hal' !>een 
admired around the worl d . 

2. Poworf\11 authoritarian for ces have persisted in Finland . 
Althou~h .,inland became a Republic in 1q1P, thi~ wa~ an accidental 
result or the collapse of the Gorman Empire . The founde r s of t he 
Republic hod or iuinall y intended to make "inland a ne rman Ki~dom . 
lloth 1\eneral Harmerheim and Regent Svinhufvud were '·'anarchist in 
their political views . A consi<'erablo part or the very innuential 
Lutheran c1orey has favored an authoritarian form of government . 
J>ictatorial methods of government have also been supported at times 
eepecially under >.he irrpact of economic dopro•sion by the leaders of 
the timher t rade, by hieh army officers, and by the banks. 

J, The bitter political conflicts or the civil war period have 
never completely died down under tho Qepublie. ~ear of the u . ~ . F . q . 
has been a major of actor in "'1nnl.sh poli tice since 1Ql 8 . Under all 
these circumstances, dw.~cratic civil liberties have no t been secure. 
!leasurea aimed at restrictinl! Commun\st activities h"ve on occa!'lion 
been extended t<l include pro~tressi vo 11roupa of all kinds . Thus in 
19)0 tho Finnish t rades unionF were dieeolve~ on the alleged grounds 
that thoy were Communist-controlled . Dut since 1936 there has heen 
a resurgence of democracy in Finland . 

Y Prepared chiefly by >'r. ·~beeler 

• 
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THE FOLITIC.\L Sl1'l1ATT0:1 l" F!"LA'ID 

: !arcn 12, 191.0 
!Jo::-~stic t r s..:iitions in Finland 

Th~ Fir.nish Re;ubl<c is no~ ye~ 22 years old . Ye~ ~ho3c 22 years 
nave broo-hL every cr isis 'l"hich can confront a st.ate - inch•st.r !.al de­
rres:U o:~ , in3'Jrrection, for ei ~n confl lets , Md oinor i ties quar rels. 
lior have Finnish democratic institutions withstood the stra in of the 
bitter conflicts which have devel oped ove r these aue s tions? 

The t.radi tions of rle'l\ocrac;.r a r e deepl ;1 r ooted amo!'J(! t.he Finnish 
reople. The strugrle of the Finns a"ai:>st the Tsarist. re:;i-e in the 
~arly ;lllr t. of t.his ce."\tury :-as f o1;ght chiefly fo:- t...,e eT.t.e!'s!o~ of the 
de::ocratic ng...,ts of the Fim:ish peo;.le . The Fin::ish labor ccve:-ent. 
rlaye<! an !r.port.a.~t role i:- this st:-ugzle . In t..lJei r a::r. social and 
econcnic life the Fir.ns have built up a cooperative move:er.t which has 
been the e::vy of c operat.ors th rou¢Jant. the wor ld. 

_84 

These cooperatives, thich have played such a vit.al part in the 
econo,.,ic and social life of all the ?lor thern coum. r ies, rerr esent. an 
extensio~ of tl,e de.~ocrat.ic ideal to economic l ife. The Cooperatives , 
aside fr~- their imr.ediate objectives of providin• ~etter anrl cheaper 
•cads to t!le !'OOres~ sect. ions of ~he co::o.::t:nit;• , 'lave had the larrer ai!:J or extendin- t.hP sr1r1~ of coo~era~iv~ er.~eavor ir all s phPres of public 
life. Thus t.he Cooperat.ors hoi'e to ~olve ·.he econcric an:l social proble:ns 
f 'hP cour1.:"1"· t.J'I.rO\!zh •Jolu_"!t.a.-:.,. coot:era t.1v~ effort , n -.h.o,·t. abritJ~ent. 

of individual libertit's ami r.it.'lout - he ~ra-id "l~St.e an<! bitt.~mess 
of class strug-le. 

-:Ost of the ~o. ulatiol' of Finlard is !!nga~te<' in the f or est. indu:nr ies 
al>:l in agric·.:Hure . Sr..al l farms a nd Sllall busi..,.,sses are the n•l«>; only 
in the woo<ipul p and lumberin: industr ies ~re th'!re f!r eat irdustrial 
concnrns . Fi:-lan•! is therefor e a land of sr.all propriet.er s , and this 
!act is clearl:· renected ir: the t.onP of Finnish rolit.ics . !:.ven the 
->Ocial Jer:ocratic rar~y , \'lhich is no-.1:1411;; a collectivist. party, is in 
r~alhy strar..:l:· individ•Jalist, in accoro -:-ith the s:all prlpri~lor 
outlook oi' ~:s leaders. 

Liboral de:::ocrac" in Fir.lan~ is the political expr ession of the 
cocp.rative a nd the ind!vidualiot t r ends in Firr~sh social l i f e. Public 
Oi=inion in Finland is livel;; nnd rell infomed. The Fin"s r ead an 
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tr.-,ensc vollll"'l! of political literawre of all kinds; most or the people 
ta"e an active part in ~he political life of the country thr ough member­
ship in the political par t ies or in other ~roups . The policies of the 
~overn~nt are subject to constant scrutiny and c r iticism. 

The Finnish Constitution guarantees to the people the right to 
rcli"ious freedom, f r eedom of t he press and of speech, and protection 
a,·ainst illocal arrest or search. The people's DeJ=uties to the Diet 
are ir.l."tune to penalties for their polHical beliefs. Like the American 
Cor~titution, the Finnish Constitution provides that in part the de­
fense of c! vil liberties r ests 'llith the Courts. The o rdinary KUarantee 
of these corst1tutional rights, however, rests with the Diet, which as 
:he de::IOCrat.ical l y elected representative eh4Qber has supre:te power in 
Finland . 

In general, the liberal guarantees in the Finnish Consti tut!on 
have been care~:lly observed. However, in aoce r es;ects the civil 
liberties of r.tinority groups have been seriously invaded. This is 
especially t rue of the Cort::lunists . Siace 1918, the Co=unist party 
has bern proscribed in Finland . The C mmunists e vaded this r estr ic t.i on 
by organlzinr am working under anothe~ name - the Finnish Labor Party. 
Under this name they rrere able to attract a considerable amount of suppor t ; 
in 1922 they e l ected 27 Deputies to a Diet of 200. The Finnish Government 
was worried by the str ength of the Co~~unists , and consequent l y dissolved 
the new party in its tur n . The Communists werA forced to reorganize under 
stlll ar.oth~r name. In 1930, they held 2J seats in the Diet a t the time 
of the rise of the Lapuan cov~en t ?ilich ai,.ed at f orcing a fascist. fom 
of •overr~ent. on Finland. ilnder 1.he press'.lre of the Lapuans, t he Coetunist 
dep~t1e3 went arrested ani irlprisoned, their part!' and t.heir press SUJ>­
;:ressed. Durin· the years fror. 19)0 to 1932, the struct:.I'E' of civil 
lib<>r~il:'s in Finland was lar!'ely destroyed . Kidnapping and beati~ of 
the ldaders of the liberal and radical parties r.as co=on. All for.:~s of 
radical political activities r e r <' ri~orousl:: suppr essed. 

After 19J2, the FOlitical tension relaxed somewha t , and minority 
"roups wPrP allor.ed :-ore freedor. However 

1 
th~ prohibition against 

•h~ Connunins renained, al thou;,oh it was no lo~er rigorousl v enforced, 
ll.Y 19)6, Finland had returned in large part to the liberal t r aditions 
of the late 1920 ' s . Yet even in 19J6 the shadow of social cooflict lay 
over the liberal i!!stitutions of Finland . A siJ!nificant example of 
t he frailty of the s;'stem of civil richt.s in Finland is contained in 
a lett.er appearing in the E.'lglish liberal weekly , The New StateSMn, 
for January 6 , 1940, over the signature "Barrist.er". It aprears thai. 
The New States~n had published an acco~nt of \he ill- usage to which 
the Fin."lish CO<rl:lunist, A., tekainen, had been subject. This account was 
r eprim.ed in a Finr.tis.'> journal , ?uleskant.aya, a s a result of which the 
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edHO!", Erki ~.ala .. as sentenced t.o four conths in prison. Arter the el"Ct.ions of 19)6, v;ala appealed t.o the Arpeal Court at Abo. He hoped that., '111 th the r eturn to a moro democratic atmosphere in Finla'ld his s•ntence nt!lht be reversed. But, on the contrary, his sentence .. as increase-J · o eir,ht I"Orths . 

Another exal"ple of the persistence of thP- conflicts of th~ civil --ar r•riO'i &J' ears !.n t!ut strt~etvre of the Finnish aned forces. The I"'F" lar f'• r.nish ar:>y is very small in reace time, less than JO, OOO men. lr rrinciple the o'>li•atior. to serve 1n the regt.l ar amy is universal . ;.~·ually, the Civic Guard , ;-J.th about 100,000 l"len has i!'l =any rays been :>Ore t::portant U,an the rei"Ular arr.y . The Civic J~:ard (also kno\'1'11 as !11• ~.hite Guard, the Protective Corps , and otherwise) is the successor of the privately-orcanized V.hire Guards of the 1917-1920 period . Its di!"ae' historical affinity is -::1 t'l the various Freikorps organizations of ~enan·• and A•!Stria, ?'Ito ?'ere ever,~-,-:!tere the central nuclei of the po3t-rar fascist purties . Althou,!-1 lli"CCe r the Republic the Civic Gua rd has becc:::t a se::~•-public bocy , 1 t has never erUrel" lost Hs poll tical ct.arac·.•r . Thus it does not. accept nen -bosP political antecedents sur•est. socialistsyr,pathios . The Social Democrats, for their part , !lave been PXtrertel:• S'lSpicious of the Civic Guard . The Civic Guard was 1~e;>ly involved in the abor:.ive ir.surrec:.ion of 19JO. The Social :l•cocraLs have forbidden their me:nbers to join it . Jan:es A1dridge , m-it.ln~ in t he Nctv York Times for :.:Srch 12, re-arks that only a few w•rb ato 'lai.-to Tanr.er, •he l eader of the Social Der.oc!"ats , "swallowed a bi"Er pill" in allowin.:: :;e:;,bt>rs of l'is (:Ar"" tc join tho Civic Guard . ihe 5oc1al Democrats and other 11;,erals have often complained that the Civic G1.1ard "as inten<i<>d to be used against the labor novemern . 

The sroc:ial position and inflaence of the Swedo-Finns has been a C&ll:IP. of disp•ttes and ill-feelin· in Finland. Tho S>•edish colonists who ca.-· :o Finlan<! d•trin" the lor" perio~ "lhe:t Fi:lland •·as subjel:t :.o ~~eden es·~blished t~emselves in a d~inant position in Finrish affairs . Swedo-Hnns controlled a larpe r11rt. of the vmalth of the country; they establisn•d a q••asi- 'lonopol:· of poli• ical offices, And the:• occul"ied th• bad•r.- posHio,...s ir C'Jlh rill l'fe and in edt•cation. Af~er rtnla'ld beca:::<> ind~p<>nc~nt, Finnish nationalist.s dcnanded that S"cdish influence :;hould b. curbed. The quarrel cPnt~!"ed on the education question; t!l~ Finns de:arded tha r edU<'~tio!'lal exnendit..,..,s sho•>.ld be stric~ly in ;::-cror· ior to !.he n•r"ers of r,he s;.,edish- a~ Fi:'tnlsh-speaking population. !his wo~ld h&ve bl'"" a sever e blcm to the SwAdo-Hnns , ••ho hel d a pr~ d•-:inar:t rlace in seccrvlar;• ed•;cat.ion. A ccrpro::lise ~as finally ar:-ived a:, rilich lPft th~ s,.ed"S part of t.heir advantage; althou·h thev represent ~rly 10 r~'rcent. of t!te ;.opulation, 20 percent of the secondar y school ~xr~nditurl's go to their schools . ThP quarrel has died dOtm i:1 recent Y~'&rl, al•hou:-h so:-e of the fir.~s ar sttl!dl•satisfied. 
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Geography has not favored the developnent of a stron~ and in­
dependent. Finnish nation. 

Finlanrl has never had eHher U.e ca."'' ;:ower or the economic 
resources to s-.>pport a successful national strugf!].e ayainst. the 
expansionist air.l.s of her nei,.hbors. Nor !las her geographic position 
afforded her anysure protection; she has been r epeatedly overrun 
by t.he armi€ s of Sweden, Russia and Genna.ny. Frequently political 
quarrels in Finland have opened the door to forei"fl domi nation. As 
a result of these severe handicaps, the Finns thro~hout most of 
their long history have b<.en a subject people . 

The first. S1'tedish crusade against the Finnish tribes "as or­
·ani~ed in 1154. By ·-he l!nd of t.he thirteenth cent ury Sweden !lad 
conquered all of Finland and had driven the Russians behind the line 
of the Neva. Sndish colonists established U.e-selves in a do:"Jl.nant 
posit.ion in t.he social, cultural, and political life of t.he courtry. 

:a7 

The whole histor:" of Finland before 1815 is, in lara,e rart, the 
history of the str'J""le bet,.ecn Sweden and Russia for mastery of the 
Baltic . ':oith Sw~del' ' s dt:clinc ir. the ei~htoenth century he r >rip on Finland 
l"lcakencd, and Ru~sia un:ter .U<xander conquered the courtry ir 1909. 
Fr01:1 that ti:x •Jrtil 191?, Finland vas an autonomous Grand Duchy under 
tho Russian Tsar. Finla."''d >tad her a:m Diet, her own finaJ'!cial and 
judicial a~inistrntion, and a GO\·ernor-General rP.~resenti~ the 
Tsar as Grand Duke. 

';\'ith U.e eollarse of the Russian U.pir in 191?, Finland became 
a Ger.nan puppet stat.e. Only as a result of th~ successive defeat 
and collapse of the Russian and the 'l~r.-~an &..pirt's did !'inland becoMe 
independent . 

Revolution and Intervention 

In February 1917 the first Russian r• vol••tion broke out . Th~ 
Tsar T.as de_;)osed, and a Provisional 'laverrcttnt under the li"eral 
Prince Lvov ras for:ned. The Pro''i.sional Oovermcnt acted at one• to 
N'medy so:::e of the 11:0 ediat~: P.rievanees o! the Finns. The F1 r.nish 
Diet which t.he Tsar had refused t.o call t'llS sw.::10ned; the liberal 
St.ahkovitch was ap~ointod Governor-General to replace the hated Seyn; 
and l:la!"G" J'Olitieal prisoners were r eleased and recalled from exile. 

But on the fun~amontal question of Finland ' s relation to Russia 
the Lvov sovernoent nevur adopted a clear position, nor did the 
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st·ceredin~ govcr nnent of Kerensky . In J ul y the Finnish Di et in which 
til" Soeial Denocrat.s \'!ere a ~:~ajority passed a Bill which claimed for 
Finland co~plete inder~ndenc• excep~ 1n mili~arJ and f oreign affairs . 
to this r '!sol•>tion the Ker<!nsky govcr nrent eventually sent a reFlY 
r «t<!iatin, t!le ri -1-t. of t.ha Diet. to decide t.hP matter without the 
cors""1. of !lussill. St.ah•:ovitch dissolved t!le Diet and announced 
"'" ;olections i::J rhich thP public could decide on the July 3111. 

:.!eam.nile the stem of Social r evolution •1as ~atherin~ in 
Rus~ia am Finland alike. The Finnish conservatives fonned a 
'.'.hUe Guard which they cqt•ipped w1 th anns J'roon ab road. The Social 
litJI!\ocrats or:anbcd a Red Guard arr.~ed by tho sympathat.ic Russian 
~nrri sons . 

L~ the new elections th~ Social ~ocr~ts lost their ~jority: 
lnst.ea~ o!' 1 ') ::J8l:l!l., rs 0'-lt or 200, they ""'" had but <;>2 . 

~nen the ner. Diet met the October revolution had brcucht the 
Bolsheviks in~ po~cr in St. Pe~ersburg . The n w middl~-class 
ma.1oritv of the Finnish Die '• was therefore pa rtieularly anxious tc 
sever all connection with Russia . On Nove:nber 15, they decla r ed t ha t 
supr9!1c paner belom•ed to then by virt\>e or the f eudal constitutton 
of 1772. As th •. 3olshrviks in St. Peters!:>urr did not oprose ~his 
mov~ , thP. Di~t procecd~d (on Dpc~~ber 6, 1917) to proclaim Finland 
an independ~nl state . The Bblshevik rc~i~- for a vari~ty of reasons 
die no· op~se Finnish sec~ssion . Soviet Russia ~as Lhe first state 
to r(~cenize Finland; r~co~ition by Swed~n, France, Gen.any and 
Othtr st.a ·.es follor.cd. 

On ~he night of Sund~v, January 29, 1918, Lhe Finnish Reds 
carri ~d out a coup d'etaL. ThE' ~ec:! Guards took rr.~er author! ty in 
H.~lsinki ani in all the larger Finnish tcrrms . Onl .v in Nor t hern 
Hnland T:er e the l'lhHe ih>ards able to :r1ppross the Red insurrection. 
Thr Reds issued a provisional co~stitution alon,. liberal par l imentary 
lines, and hastily sot about butl dine a R~d Ar~ at Helsi nYi . 

!!..a11'T'hile th•. Conservative:~ t"ere rallyir.P their forces at 
Vaasa, on th!> G:llf of 3othnia. General ..ar.nerheilll, a for:oer Tsarist 
offic•r, .,.g.s entrust•·d -:1 th the task of orqani:inr :.he r.!ljt.£ <hlard 
for action apainst the R•-ds. The Vaosa Co=itte• appealee to Sr.P.den 
lind to Ge~ for help. A nu:-..ber of Stcedish officPrs volunteered with 
th< \\niLe ::Uard; many Tsarist offi~ers , refugces f ro,. the Bolsh~vik 
r evol ution , al so joined the conservat-ive for ces. But t he decisive 
help cane froo another source, Svinhufvud, the conservative l t<edor , 
had " seaped f r an Hel sinki to Germanv on the out br eak of the insurr ec­
tion. Ther e he had come to a c l ose' under standing ·'l.th t..'le Ocman 
Covemr.ent ; Count von d"r Gol tz y·as ap~inted tc head a Gcr-r.an expe­
dition to Fi~~d. 
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On •!arch 20 , <lanne rhl'im Has r eady t.o nogin his campaign af!ainst. 
Inmp,.r c , ~he northe rn st r cn;rhcl d o f the Reds. But. the premised 
:irma n aid had b·"~n dPlayed. l!annerheim tclegr:.phed via Stoclo'hclm 
to g. rlin "I ccnsid~r i t an u rgent duty t.o has~o;n ~he arrival of 
•h· Gu:l:a.'l cxpr.<iition. 0- lay fatal" . As there Y'as no satisfactory 
r r1y , !:artrcrhcil:l 'lad ~ undeM.ake the atU~ck on TamJ:ere rithout 
),- 1; , llcn'v~r, von der Goltz's expedition finally arrived i" ~1.,-,c 
~ t urn the ~ide. The G~rnans, landinr at !Iango, took the Reds 
fr<r. the r ear, and ::anncrheb v·as soone r 11bln to lake Tampere . 

The Gennans C·lptur ed Helsinki en April 12 . The Reds r:e r e in 
full retreat tor:ards t he Russian fron tier , but their retreat was 
cut off by ano the r German detachment a t Lahti . Af te r that the Red 
forces soon collapsed. On :.lay 16, General :tannerheim en ter ed 
Helsinki ir. t.riu::~ph . According to F,llt'ish rovem::>ent figures , 
~i fteer tho:JSantl R.,ds r.er ,· shot for · heir par~ in the insurrection; 
"0,000 SU?~Ort.ers of th·' Red r epL-ae • ere il:lpri soned in ccnc~ntrat.ion 
~c-rs , r!ler e cbcut 10 , 000 of the<n died of h•mgcr o r disease . The 
;!,-ds au vstina~ed to haw· .x.:cu~ed upr.ards of a thou~and cen duril'1! 
tt.ol r nonths in ror c r . Thus ended t.h<. 1 a r 71h1ch is knoY.n officially 
in Finland ns th< \.ar of Independence. 

N• vcr thdess , Oennan t r oops \':er" in ocrupaUon of He l sinki , and 
•h•y had beer. s.nt. to Finland, not to mal' c Finland independent , but 
·o nakt h•·r on-. of a lwnd of pu· pet Oenr.an Sta~'ls , str~tchinoz from 
'.h. Arctic Ocean to tht Ccspian S.,a , -;·hich th~ Oe,..-an goverw· nt hoped 
:.o creat<> cut. of th& fra"l:::nts of :.he R•Jssillt' Erpire . Accordinvl y , 
ir L!a1 :h .. Fir~ish Diet · as calli'<!, or :~or prt:cisel y , 109 of its 
/« : ,-be-s "'!!rc call d, for til;, Social lk::~ocrats .-er~ not allowed 
·.o a~, tl:cir O<.Cats . !>lis Mc-:lp Parlia.'!lPnt · l ect.,d Svil"_.,ufvud as 
P. ~.nt , and Svinh•.li\'Ud nsY."!d Kai s" r \>ilh~l:n II to put forr ard orx: 
of his sons as Kin~ of Finland . Th ' Kais~r rofused the crorm for 
his sons , but allowo:d his brothe r-in-la"t, Prine.:. Friedrich Kqrl t.o 
be eldrted . Prince K<~rl spent an arduous SU"":Or lenrnin'! Finnish ; 
but as th;, S>~noc r ••or , on he r ealized that Imp,.r lal Ge rnany vras on 
th V<'r<:e of oollaps.- . Th" fall of th~ Gt'roan Er!pir c m<:a.'lt. the end 
of G~!T'.3n a~bt ·toru: in th~ · .. est . i',us the official ~ar of lnd pendence 
'ld· d 7.1 ' }: Finlcnd a G" r .:ln vassal St.atC , Finnish ir.d<:pende~ce in 

arv.;al fact ca:::. about as "cciden:.cl. r est'!· o~ the Allied \'ic~ry 
cv r !he Ce::n.rlll Per: , rs . 

Th !;tr'l~de Against Bolshevist:: 

The CO!:lir!<' of t he Armi stice failed to brino qui et ~o finland' s 
non;v forei<m and domP.stic politj cs . The bitte r strugr:les of the 
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civil .,.ar period were continued in a different form . V•ith the 
collapse of German power , Svinhufvud ·~:as forced to resign as Rerent. 
His place was taken by Baron .Jar.mr heim; for , although up until 
~Y 1918 !!annerhei= '1ls regarded by the Allies (and partic1.1l.arly by 
Lans!~t;) as a tool of the Geroan , he hed succeeded in freeing 
hil:self frQ:I this association and placing hi..,self at the head of 
~he groups favor1fl6 close coopera~ion d th tho Allies . 

The conserva t1 ve parties >~ere all agreed that. the ven• cxis tcnce 
of t he Bolshevik r egime in St. Peter sbur g constituted the gr eatest 
threat to Fi nland' s independence and indeed to all the things they 
held dear . Thereforu they ~ere extremely anxious to obtain assurances 
from the r.estern powers of suppor t arains~ the Bol sheviks if it ehould 
prove necessary. And General Cannerheio1 s Oovern.-,ent. ~as ready to 
cooperate in any f easibl e plan for restorin:- the authority of the 
conservatives in St. Petersburg. The British aove rncent I'I'S ~lso 
anxious to replace the Bolshevik regioe vit.h on<> nore in 111'<' l'lith 
Russian traditions, but. serious difficult.i"s llrise bet-.een General 
Uannerheim and the Allied governnents , as o r •sul t of r•hich full 
cooperation agrunst the Bolsheviks r:l\s not nchicved , 

When at the end of ~my 1919 tha British 2J?th Brigada (of the 
expedi tionary force under ~jor-General ~~vnard ' s command) r eached 
Lake Onega, !~nnerheto offered cooperation in r eturn f or Petr ozavodsk, 
on the Kurmansk RailT;ny . General Maynard refused l.!annemeiCI 's assista...,ce , 
probably because Uanncrhuio ' s aobitions conflicted ~th ~he aiCls of 
other Russian ;:roups rith "·"hOC! t.h.: British ~erl' cooperating. 

A Finnish volunteer force nether thclcss assaul ted the t.oom, but it 
r.as driven back by the Red forces . Again , at the close of the year 
191'1 •.hen t he Vihite General Yudenich oarched on Petro'!rad, l.lannerhelm 
sounded t he Allies on Finnish i nterv.:ntion. Nothing came of his pro­
posals. 

Finally at the end of Uay 1920 the Finnish ~nister in ~ashin~ton 
appealed to the Anericar gove~ent for th• aid of .\oerican warships 
in the Gulf of Finland to act against th11 Solshcviks . The Finnish 
govcl"l'll2nt. stated that. if aid wer., not. forthcoc.in.~ , it night l:le nec­
essary to concludt> po:oaco with the Solsht;viks. The Az:terican govemr:cnt. 
through Hugh Gibson fi~y declined to supply a~ ~rsbips for such 
a venture . The Finnish rovcrnment , therefore , gave up its hopes of 
gaining Karelia and other territory fro"' t he Bolsheviks. In October 
1920 the Treaty of Dorpat put an e nd to hostilities bct~een Finland 
and t he Sovi ets. 
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The ~7 Finnish Re?ublic adop,cd a constitution ~ich ~~bodios 
pri~riples dra,.n fra:: the Gernan, Er.glish and A.'Oteriean political syst•os. 
A si!l('l" Diet of 200 ocobers has the suprer• legislative power . The 
Pr· side:1t is chosen by an dectoral collegu, Y.tlich unlike the A::ltrican 
~lcotoral coll~go ~xerctses considerablG discretion. The President of 
Finlar<! is fOtlerf••l; th~ control of foreign policy ard of the armed 
forces is in his hands, and he has the righ t of issuing administrative 
~diets provided that these do not contravene existing l aws . He ap;oints 
th• Cabir.~t meobers , not necessarily froo the Diet, and he is not bound 
tc take th~ir advic~ . Fir~ly , he has an eff•ctive suspensive veto . 
Or. the other hand , the President ' s decisions must be countersigned by 
tht minister conccrnPd, ard his acts ar£ furthcroore subject to 
j'.ldicial r,;vi.,.,.. 1h• FiMish syster. io thus based in part on the 
A:: dean idea of ch·.cks ard balar.ces. 

~he balance of political forces in Fi~land after the def£~t of the 
R ,ds oade it inevi t.Dbh t.hat soJ>e tom of modt.rl\te coalition •:ould as­
swrP por.er, dependi~ on the votes either of the s~edish conservatives 
or of the nod~rate socinlists. The Social ~nocrats had exp~lled their 
com:nunisti.c left , .. illf.: t.h~ Agrarian and Proqressive parties had forced 
through a partial runn sty for irlprisored Red adherents, 

Th~ firs t ~r~a· political probl~~ ~ich confro~ed the Republic 
ns the lard qu~stion. Throughout cent.ral and eastern <.:1ro;:e, t.hc 
I' .asant de<:and for land rd!is~ribution had b··c~e the pa:-8l:!Ount poli t.­
i~al issue, and Finland was no exception. The Finnish Agrarian party, 
the Social O...:r.oerau 1 and t.hc Progressives ~>ttreed tM t. in one -r:ay or 
3rtOth~r 1~ nus· b~ ~~de available to tho pov~rty-stricken p~asantry . 
At the sa'llc time, 'he finnish govern:n"nt could not adopt. a progrM of 
dr•stic expropriation. The Kallio agrarian law therefor e r epresented 
a compromise ; the puasnnts :.rd rural work• rs th~mselves ?ler •• obliged to 
bear part of the burden of r edistr ibution, th~ Stat.e bore a share, and 
the ~reat. la.'ldlords a share. ;,bile the Kallio law did not please all 
political t:roups, it did reS':l t. in gr<;cl t.Xtension of land holding .,ong 
th ~ pe3sa.-,t.s and l"Jral "ork~rs . Landhold ing is still far from unive,-sal; 
1r. lOJO, J2 p..re~nt of :.h~ rural populatior .,...re landless labor.:rs . 
S<·vcr · :;-six ~.re r• of lh· holdinp;s ar., leas than 25 acres (cultivated), 
mil~ on ;.be ot~r har.d 1.here are- s:n ~sta·.es cf 250 acres or c:orc of 
eultivnted l3nd. Nrvort.ht less, landh1ld1r.r in Finl~~ has beco-• ~ore 
wid·'ly dispersed ~han in France, tre t raditional count-ry of s:wll hold­
ings, ~d compared with the situation in It.nly, Hungary, Poland, or 
Spain, Finland 1~ indeed a lard of d""'ocratic land o:mer ship. 
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Finlarrl mad~ rapid economic and political progress during the post­
v.ar decade. Democratic political orgnnizations and coope rative societies 
drew into active public life great numbers of the Finnish people, The 
greqt. polit.ic.U probl~Cl!l of the <Ja.v r.e r o the subject of l ively discus­
sion end cont.roversy 'fthich was carried on freely in thE press and on the 
plDtfom alike . Tb~ only exceptions to a general regi!:le of free dis­
cussion an:! fre& political ect.i vity rer e tho measures taken allainst. the 
COm:>unist.s. 

~ith the continued prosperity of t ho latu 1920's, the social conflict 
in Finland died down and t he occasion for r epr essive measures against 
extremist minorities disapprared. 1he Communists r emained subjec t to 
the l egal ban , but in octual practice they wor.., allo-.-:ed to or ganizt' and 
ad ute wit.bout. much interference. 8-J 1929, the regi"'~ of politi~al 
liber ty appeared to be as firmly established in Finla.'ld as in any country 
in Europe . But in fact Finland ,-as about to enter anot.her period of 
bi •.tor political strife co:-.pL.>t.e t":ith viol&nce and suppr'>ssion of nor=l 
political ri-hts , 

Econoclc Depression and Political Reaction 

By 1930, Finland was feeling the full effects of the 11r'.!o~ depr ession. 
As a producer of building mat&rial , Finland suffGred sever el y f r om the 
collapse of buildinG activity in Bri tain, hor principal market. . Unr est 
was widespread in FinlMd. In November 1929, a group of farners broke 
up a ae.,~in~ of th<> Young Co"1:Lunist League in Lapua. This riot innamed 
public opinion throu•bout Finlnnd, and &pua becar.lE> the center of a 
p;rowing S!lt.i-Co=t~unist 1'\0V'.':nent. y:bich r c n ected Lhe sufferin• and dis­
COn~ent of the fan:lers and ::tiddle- class P'-OPh of Finland. The Lapua 
movor.enL, l ed by Kosala , advanced a vagu<·ly Fascist program; t he COlllllunists 
"cr~ to be extc rninated , th~ Social Democrats suppressed , tht' party 
systc:ll abolished, arrl tre po·"ers of the Diut handed over to a powerful 
"Xecutive, The Lapua movement found >O'"t!rful support for its orgnniza.­
Uon. The l eade r s of the timber t rade , ''ldl-to-do fanno,?rs, t he Lu theran 
clergy, t he banks, high army officers, and tho Neutral Coopurat.ivcs all 
lent. their suppor t , because they sa~ in thb Lapue movement a political 
organizaLion Trbich promis"d to :!E:stroy one~ nnd for all. the U1re1t of 
Co::t:~unism in Finland. 

T.i t."> such powcrfl•l backing, the La pUll group did not h• sti t.at~ to re­
sort t.c direct action &i>~>inst the CO!:'luni:~ts and ind..ed egnil'st the 
or~anhations of th~ V.ft in ger.eral . Soci"list printing presses , . .,r e 
~~shed, COillr.l.unists l"ere kidnaopEd and beatt>n, and on J•1ly 5, 1930, t.wo 
Cc:m>unists r-embcr s of the Diet' ""er e kidnapped f roo n meet ing of a 
Standing Commttce in Helsinki am tnken to Lapun for punishment . The 
pollee wer e unablo or umd lling to tekc any act.ion a.,ainst the Lapunns . 
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Under the pressur e of the k~puans, Prim~ JJnister Kallio r ts igned bis 
offic» after havin;; ordered tho suppression of the Communist pross

1 
His 

place • as taken by Svi11hufvud, who hnd been in r otirenent since 1922, 
Svinbu!vud foroed a conservativ~ government which hastened to grant the 
essential demn nds of the LapWlns . Tho 2) Communis t Deputi<os I'IOr o arrested; 
th~ rump Diet proceeded to pass a scri~a of la~s dissolving the Trades 
Unions outrifht end ou.lavdng virtually ~very kind of political activity 
of the opposition par ties , 

In order to ratify these changes LO Lh~ Constitution, it ,.as n\:c­
~ssary to hold ne·• elections, in the coursi! of mich the Lapuans rith 
govtrn::<nt toleration engaged in every variet,, of illegality in ord!>r 
to b• assur~d of the tToO-thirds majority n• cessary to the r~>t.ification 
of tl> ntw la•:s . The elections of October, 19)0 eave the conscrvetivcs 
tho. D.cessnry votes in the Diet. (plus one) :~nd the "·"'ti-c=unist." b.,..s 
';\·urt passud. 

Tho Lapuans had succe~ded in l arpe rart in their political aims; 
but th.ir terrorist activities did not cease. After the October e l uctions 
a group of tPrrorists led by Ocneral I' dlenius kidnapped President 
Stahlberg and his nife , but they •.·~. r, rulocsed unharmed afte r a geMral 
popul!lr outcry, Throu ghout 1931, kidn~ppin~ of sociclists and ovcr­
inquisitivt. jour nalists continued. In July l'>allenius v·as 3cauHted of 
co.,pl1city in the St.-1hlber g kidna"J)in~ , Ill thou,h he hat\ ..-.a de a full con­
fession of his guUt. at the time >"hvn charg. s ''ere first preferred 
e~ainst him. 

In Lh" sprin~ of 1032 Gen•·rQ.l :tlltnius, in cooperation with leaders 
of tho 7.hit., Guards, "as pla-ninr. • "lllr<:l: or Helsinki. Before these plans 
had been carefull;t matured, >.allenius 1 ha:ld ~:as forced by a riot in 
Cantsalo. · .. allcnius ::ad,.. i::r.·diot., pr.;parations for a march on Helsinki! 
bu• Lh< exp ~ted coopor:1tl on of 'he conscrv:lttv< leaders failed t.o 
"'ntriflize, Svi11hufvud ca:x. out n~:tinst th" plan, and as D r esult t.he 
amed forces of \.allenius roclto!d •v3y befor· a shot had been fir ed. Once 
ag31n , ha~·ev"r , t he Lapuans v:erc panhlly succ ssf1ll , for as a r esult of 
G~ner:U l.allenius I demonstration tho eovcrnnent arrested and ill'pr13oned 
a lorg~ number of Col'lr.unis ts, ·rhilu l'.alleni us and Kosala ;·e r . le L of! 
With suspended sentences , 

Thu funclallll:'ntal r eason for Lhu fnilur. of General \' allenius 1 atteopt cd 
coup "as tho f act. that by 1932 thf: Lcpua mov Cin.,nt. had lost th~ suppor t 
of the pro~rtied classes in Finland. Th., kotter no longer f el t the 
necessity , (as they had in 1930) of nl"-tn~ on the Lap•IOn forces for 
k•~ping Coc:nunisn ir check. Svinbufvud and his suppor ter-s felt that 
lh., ROVo:rn=.ent r:~s it.s~lf ·.til abl~ to cop nth tb"' Con:nunists , 
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After t~ defent of General T.allenius' atter~pted coup, the L3puan 
movemcn~ d~vcloped internal quarrels ond c~ascd to be an immediate 
thr~(lt w ~he Republic . >lith the propress of economic r <>cover:v a n:! 
expansion af~cr 1933, the ~cderatc parties regained their former strength. 

Throuf.hout his presidency (1931-1937) Svinhuf'vud had persistently 
r•·fuscd to llCCept any Cabinet containing n socialist , in spite of the 
predominant position of the Social Democrats in the Diet. The Social 
O..::.ocrats dct.:r;:o.ined to defeat Svinhufvud when he r3ll for reelection i n 
1937. Th~ r.,fore they formed o. coalition •"ith the Agrarians, and succc~dcd 
In electinr the candidate of the la ttt~r, Kallio . 

Kallio called on Professor Caj3ndcr, a Provressive, to foro a CRbinot . 
~<nee 1937 Finland has been governud ~ n coAlition cabinc~, heeded by 
Cojand· r, includirg 5 Social ~ocrnts, 5 A~rnrians, end 2 Progressives. 

Th~ d~feat of Svinhufvud sc~E.'<I w be a s~rious reverse for the Con­
servative forces . For the first tim•' , they had failed to block the 
inclueior of Socialists in the Cabinet. A thorou•hgoing reali~r~cnt of 
national politics seemed imminent. In fact, ho•.ever , t."oe r evolut.ion 
wos not very profound; the Social D~ocrnts remained ~ minority porty. 
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Aft~r the destruction of the Bolsheviks in 1918, the political 
ccnt~ r of gravity shifted to the Agrarian perty . But no one pnrty 
in Finland is normally stronr, enough to form a cabinet alone. 
Th., rcfore Finnish governments since 1918 have been formed on one 
or the othe r of t11o plans - a coaltion of t he Agrarians l'lith the 
Conservative partie.s , or a coalition of the Agrarians with the 
lnrgr 3ocicl Dcrtocratic party. Th!.' f ollowing tabl e of t he nufl"rical 
sr r·nr·h of the various parties in th~ Dicl shons hor. the Agrarians 
hold the balance . 

~ovt..·rna..:n t. 
?ar~ies 

Opposition 
Parties 

(Social Decocra~s 
(Agrar ian 
(i'ro'!ressive 

(S,,roish party 
(Unionist Par ty (Concen-

tra tion) 
(Patriotic NationAl. i.lovcment) 
(Others 

.!2.22 !2E(July 5) 

8J 85 
5J 56 
? 6 

21 18 

20 25 
14 8 

2 2 

Tho Social Democratic Party is a party of industr ial and farm 
~rkors , pr ofessi· nal and academic people , and small farmer s . Formally, 
t.hA rurty is co=itted t.o a Socialist. program. In fact, the Social 
0. nocra' s art essentially conservativu in out.look . They do not 
lSpirc b) a dc=drant. position in nnt.ional politics, but rather regard 
1/:e::ts• lves ns ;; presu.re group T orktnr for incMased Social Services 
and b~tter r.orkilll; co!ldit.ions l"'ithin t.ht. l i.clits of thf: t rad.itional 
ccono=dc and rolit.ical syst.e:> . Th.;y 4ru essentially an ad=dnistrative 
parly. 

Ttv- Agrarian perty is a cent.rist. p.-.rty of SJ:~all farmers. ns 
principal asset is its his toric·! ~chievement -- the Lex Kallio ?hich 
··., th le~al basis of the r evision of land tenure in Finland. Under 
t hu Kallio law, t.enants •:e r e Pi ven c certain amount of State aid in 
purchnsinq farms . Undor this law, landholding in Finland has become 
'!\Ore g~ne rl\l and there bas been somo r eduction in the concentration 
of holdings , Co~pared ~th th e situation in Poland, Italy, or even 
France , FinlMd bas bee erne a count ry of small holde rs . 1'h" Agrarian 
p1rt.y nssunes the credit. for t.his , although the L<'x Kallio ...as 
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also suo-.ort.ed by the 10ocinl O.,moc rat~ . The ho;!rL rian p1wty lv-s ~ur­
sucd ~ policy of protection for Hnnish tr;rjcuJ tw·El products as w~ll rs extension of tenure . By this poll cy, Joinnish Lt;ricul tUl'L 1 produc­tion ~" increased to ~bout three tilr.es the level of 1913, tnd th<' 
cult.inted ares extended by JO cercent. TlJ.s tchieveo:ent 11'\!St. be 
l'l'ckon•d , s a1e of the ~r.ost subst1mt.ial victories of the neo. lt.,!'Ublic . 

The /.g,rnri~n party is a prtctical tltrty, little concerned with 
.:eneral orinciples of government or econoJ>•cr . It is not opuosed to 
~t.at.e cont.rols of indus try, but it. is t.ostile t.0 61 J fol'!:lll of 
soculi~m rnd ~rt.icul;,rly to Col:ll'.unism. In contr~st to the rreneh 
~ocialist-Radicel o~rty, t.h~ Jo'inni$h At;rerians ere under ~ orono,Jnred clcrictl influence . 

TN: Pro&n:~sives sre ~ \ ery Slfh1.1 purty rcpN~el"t.in,. cert.6in 
middle clrss ;;rouoe of Liber81-Conservc1.ive tendencies . ThPy Y'Ork in coalition with thf• /grcriAM , 

The Unionist (Conr:entrationist) r• rt~ to,Pther -rith the ~wedish pert.y (rnd thE' i'asci~~s) fom ~~'" Ri&ht . These ot.rties r~present the timber trode, the "l~nut'<'cturors , the la fl:er landholders, the church 
hierarchy, and Lhe J.rmy. The conserv6tive perU•s are the defenders of the traditional sociel order, the Luth<ran Ct.urch, snd the ri,hta of oroperty. They believe tt>emselves to ~he r~presentaUves of the DE'I'1'Znent. na~ionsl int.ercsts and th~ ·.mity of the nEtion. They htwe "layed th" leading rert in 1.hl' fisht e_cinst Bolshevism. 

The f'wl'rlish Peonle' s p~>rty h~s i ~s orn N!eulh·rities . Its 
Progr&o is ost.ensibly one of defense of !>wedish lat!gurge •n~ culture, but in feet. the ".dn interest of thE "~rty is in defendinG the privil esos of th£ W ( "1 thy and o~overning ol&sscs , c very lc rge oro­
por tion or whom ~re Swedo-Hnns . By C011in.; !orwijrd as the chamnion 
of the Sw!!dish ~eople, tht: puty hcs l>f'en able to control orecticdly 
tll of th• Swedo-Hnn vote, £Hhout;;h the r,&jority of S....do-tinns ere llsr.eraen, sailors, lumber wor~crs, snci. ftl'l'l lrborcrs . 

ThL P1 triotic Net.!.Onel '.:ovement vcs B clericrl lascist - ovement centered in L&oUI, "Mch succeeded in do'llinrti'l{' Finnish noll tics 
from 1930 to 1931.. 11. h&s :ieclinf".l since tt.en. In recent o>lections 
it. lost hti.lf of it:J 11. eet'Utie~ . in 1930 it wee strons Pnout;h to 
mske full rrecarlltions ior 11 CO'lp, which t'ailed bcceuse of dissention in the r enks of the conservl•ivcs . Although the Fascists did not succeed in their c~•n, they did succeed in forcinj thE su~pression 
of the Co!%'111r.ist party, the arrest of dl the Co:mr.unist de"'tties, 
•nd tt.ey "ere nenni tted to en.,a.:c in t terrorist c~...,~i.;n or beatings, kidnaopinus, fnj intimidltions q,Einst the Left part.ics . 
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The Communist party h&s never been ellowed to exist legally in 
. Inland since the defe&t of the Bolshevi ks in 1918. However, the 
coa:::;unist~ havE> been able nartially to evade the restr iction" im­
ros~d on them by organizing under other nbmes and by working within 
th~ Soci•list party and the lebor unions . Under the name of the 
Hnnish Lat.or party , the Communists won ;n set ts in a Diet of 200 
in 1922 . All m ed, the rovcr=ent outlawed the narty, suooressed 
its PI'OSS, end dissolved t ho Diet to wh:l ch this dangerous number 
of Com:runi~t.s had been el ected . The Co11111111nists reort;anioed once 
more, ~nd by 1929, under the ncme of the f'innish Lebor psrty, they 
1> ld 23 setts in the Die t . In 1930, when the tnnuence of the 
Lapuans w•s •t its hPight, the finnish Labor party was once more 
SOJ~orcssed end its De~uties £rreatod and imprisoned. Since 1930, 
the Co=ni:lts ha'e not had "ny recotni2.ed oolitical na rty in 
rir.l~nd . They hfve orobobly entered the ~ocul De:-ocratic P'rty, 
~Hhouwh lcnarn Co=nists ere t xcluded from it. 
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The Hnnish l)COple co:..binc rn extremely tough kind of indi vidulll­
isa with£ highly developed tradition of cooperation . The indeoendent 
sou>ll holders who form the backbone of \.he country's a.,riculture are no 
lesn devoted to coolX'r ation thsn the city workers . Over half the adult 
mele poouletion of rinland belon&& tu some form of cooper etive . 1'h<.> 
n:ost imrort~nt of t hese or~;anizations are the tvto consUI!l9r cooperatives, 
Ol"\lanized on the kochdale ptttern. They are both nffiliated with the 
~candinavirn Cooo@rativc Union . 

Thr two great consumer coops have n remarkable record in the oro­
·:i sion of .;oods and services to their members at reduced costs. Ttu. 
coope lv;ve furthermore been a stron& influence for the irnrovement of 
~U£11ty in ~rch£ndise in &ener~l. 

The rrinciple of cooporation in Hnlt nd t.as bPen developed in •'Very 
brench ol economic liie . Cooperetivt !6rt:' tanKs, cooperEtive oroduction 
and ~arketing societies ere well dovelo?Cd. The coops htve gone into 
unuf1cturing on L considera·Ae scale. 

The l"innish cooperatives a r e orgFni~ed on ~ thoroughly democrctic 
besis . Th" entr~nce costs ere very Sl'\611, l>nd the direction of tho e f­
f&irs of t lx: cooperative ~re subject to the full control end criticiam 
of the membershin on 11n equal basis. htrthermore, the cooperati vos 
~v r. e ~ell developed literature of their own end en ambitious educ~­
tionel program. Th•ts the problems or the c onswr.ers 2nd the OOE>rations 
of the ma~~~ment are continually subject to the discussion, study, and 
criticisM of the whole body of consumers . 

Of thn tfio pr>nciocl organizations, the Porgressive Cooperative 
~ociety, while it ltl's refuSed effili~:tion with the Social Dcl'"Ocratic 
onty, dn?S most d its strength froc the working cuss, and it is 
• •ntrrlly oro-labour in outlook. The NeutrEl Cooperative Society, on 
lhe other hand, is c fal""'ner•s cooperative tnd it hcs not been !rlendly 
with or,ani~cd lebor. It refuses to bLrbcin collectively with its 
~I:'Pl oyees . 

In its lar1,er social aim of substituting the coo!"'rative attitude 
in oublic lile !or the attitude ofcl.ass rivalry, the coooe r&tives have 
not been entirely successful . The relations of the two prineipcl con­
sumer coops have been bitter. They hsvo frequently engaged in cut­
throe~ corq>etition . In 1930, the Neut:·al Cooperative helped finance 
the Leouan fascist ruovement, probsbly with the ide£ that b' this mecns 
lhe Progressive cooos might be suppressed. 
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In its program of social eecurity, Finland lags behind the nations 
of .vcstern E.urope . Unemployment insurance does not. exist . An old-ege 
pension :ocheme was supoosed to como into e!fect i n 1940. Hnl~nd has, 
however, c public heal th Edministration Ylhich is well supported. Un­
for tunr.tely, mos t c! its resources nre eboorbed by the fight. t gt>inst. 
LUber culosl.s , which is pert.icularly prevalent in r'i.nland • 

• ori os t he housing develo!lment in finland has been undert.vkcn by 
th< l~ rgc comnanies . Many of t!.eso orojects are modern end vrell planned; 
bilL !inland ha~ not escaped a serious housin(; s hortage . In Helsinki tho 
cvrr~gc number of inhabitants oer room was 1.5 in 1930 . In helsinki 
r< n ts absorb shout ont- third of the income of unskilled mrkers . Houmg 
cor.ditions in the rural &reas of Hnland (as in oos t countries) are even 
worse then they e r e in the cities . 

The Sticurity of Finnish workers 1s ~reover imoaired by the absence 
of r P0'4er ful t rsde union 11.0vement capable of advancing the interes ts 
of the ~> orke rs . The 7te2kness of t he unions is the JWre surprising in 
view ol' th€' greet numerical s trength of the Sociel 0e1'locrets . At one 
time finland hed a powerful l~bor movement; that vr&S before 1911!, wh~n 
the un1ons had 16o,ooo member s . 

hith tho triumoh o! the Conservatives in 1918, the trades unions , 
moat of which wer e under Bol shevik i nfluence, war e crushed. After pence 
w~s rcstor•,d, t he union~ slowly re.-r inod their s t rength, until in 1930 
tht:y numbE red ebout 100,000 members . But in 1930, the unions wer e 
suopr ecsed a.;ain by the Svinhu.!'vud covemiiiOlt durin{' the hit;h t ide of 
the L6pu~n :ovement . 

From · t... blow of 1930, the lebor a.ovement has neve r fully r ecov Jr ed . 
Ir. 1939 t ill> Finnish trades union f ederati on htd only 87,000 ,-orkers . 
Thr l'l)r ke r s heve not been strong enough to ber ,tin eoll.,cti vely i n t he 
L1mbt.r o r oth~r bi& industrie!l; in rrintin(. r nd sor:e of th<! small~;r 

t radt·s , however, they have bt:cn s uccessful in ob t ei nint collr ct.iv • 
contract:! . 

As a r esult of the weekness of the l&bor unions, ~<eges in Finland' s 
important industri es have remained low. trom 1930 to 1932 wcgca drop"ed 
he&vily; afte r that they rose slowly until by 1937 they were (in r eel 
toms) about 13 oercent above the lE:vel of 1929 . The low l evel of v:~ges 
from l 9JO t o 1935 m!.de it por.sible for rinland to accumul•tc capital, 
mod~rnize her industrial olent, and reduce her foreiUJ debt. 
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The ;;enerel st.and6rd of livinl: in ~'inlrnd 1alls considerably 1:'<'-
101' tlu t o! the other 5candinevian c011ntri• s; hO>•ever, it is undoubt­
'dly hi &:her t.ht n in Poland, ltsly or tho .Dlken countries . 

Cu1turt ,,nd Education in Hnhnd 

Ocrmtn culture wcs the insrir &tion and the model for the "ell­
to-do and Pduceted Finn throughout the 19th and on into the 20th 
c~n t•Jr)' . ThP Finns bout;ht r third of their imoorts froo Oerm&ny; 
t.ll·>;· took r third o f their iders fron there . The first Finnish sccon­
dtr,; school~ were ~eled on the uermrn Lyceuos . ~ny of the concP~­
tion~ embodied in t hP Finnish constitution rcre jerived from .eimPr. 
h·lslnki' s fi rst public tuildings w~re the work of " Germ;,n archi t eet, 
ln~el , and t~P best of ~innish graduates went t.o ue rman universiti~E 
t.o COl"'.:>l~t.e their s tudies . This cult.urd liaison ••as wel'l(ened by t.he 
rls• of i· ,t.le r and t.be closer trade r elc t.ions developed with ln.;lend 
el't.~r 19)). 1-nglish iders ~,.... noTI t.ek1ng the olrce of uerman . Hnns 
tn• Wl'l> r ln!l ln:;lish clothes , ooereting l:.n;tlish mrclunes , d.-sling .. 1 th 
lnaJ.ish ral esmen and .. orking with i.n;,.lish t.echnicians . A Finnish­
l>rit.i~ h soci~ty nourishes in helsinki and l' ~imUEr socie ty Tits or­
Grnizrd in Turku in the v.inte r of 19J7-19Jh . 

In Finlend, all ch1ldron are comonlled to ettend e l ement e ry 
school b<. tw<'en the age o! s even and thirteen, 1 fter ~<hich 60 percent 
l U~nd vocotionEl schools until fifteen &nd 40 nc rcent so on to secon­
dfry school s Y.here they orepart! for the civil s ervice, t epchers• 
trfining coll~ges or the University . Tuition is !ree et the stEte 
su~~rtcd institutions except !or r nomlnel fc€ paid by the chlldrun 
of • h' .•ell-to-do. Besides helsinki University, which h;;s an t nroll­
cl'nt or b, MO s tudents , half of whom ~> rc wo:r<::n , the stete 1111intoins a 
•echnical ni._h School <nd 2 f.i.-h School of P<dao1ogy 1<ith a combined 
~nrolla>nt ot about 1,000. There tre two srLll orivately <.ndowcd 
univ•r:~itlen Pt Tuiku, one Swcdlsh-soeakino 6nd one Hnnis h-soea.kin.; . 
Tho ~ ach lu \e JOO student.s . 
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Viano -~r~~r, Foreign Ntniater of Finland, head of the Socia.l 
Democratic oarty, leader of the ~sh and tho international coopera­
ti vo ro"cmont~ . !'orn in Helsinki to workin~-class parents. In 1910 
ho boca~ro a member of the Central Committee of the International 
CnoP')rativu League . He Joined the "ocial 11onocratic party, where ho 
beloM•d to the "'ore conservative wing . 

T1nnor refu~ed to a~aociate himself with the Qolshovik majority 
or his party in the Revolution of 1918. Ho reMinod aloof from tho 
~I'd 1 nsurrection . 'iow•vor, when von 1e r Gol h' troop~ occupied 
Helsinki, T•nn~r w~s arrested ~cause of hi~ a~~ociation with the 
$ocia1 Demoerah . He was soon released, howcvor, when it •as e~ 
tabl1.~hed that he had not been in any way connected with the uprising 
or the !'oeial Democrat~. This episode has !{ivan riae to errononua 
atorio• linking Tannor with t~.e Finnish revolution . 

•rtor the defeat of the l"inni~h ~l~hevik~, the Tanner group 
assumed l eader ship of the <:octal Democratic party . Tanner w~e ono of 
the F1.nni•n d~hgatee who si'(ned the Treaty of Dorpat with the ~o·'ie+,fl 
tn 1Q20. Tanner h•~ worked to eliminate tho radical and coromunis .. ic 
Wing from the );ocial DeMOcratic party; he has pur11118d a policy of 
cooperatin" with th~ c'lntor parties. 

Tanner has enntirruod to be an active ofl'ieial of Elanto, a l ead­
in• cooperative organization, and in 1927 ho was electc.d president of 
lh~ In+..omatl.onal Cooperative Hliance. 

In 1926 Tanner boeamo Premier in a Social Democratic Cabinet. 
fho followin~ year be recoivod the saluto of tho Civic Guard (often 
called t ho l'ni"e Guard) an act which caused bitter controversy within 
tho ~ocial Democratic Party because of the reactionary associations 
of the Civic Guard . Howowr, Tanner's act was 1n line with tho policy 
or reconciliat.i.,n with tho conservativa force s which he ha" consi&­
tently followed . 

Tanner has also served as <tnance ~iniater, in which position he 
!:'ado hb reoutation as a csutiou,. , consPrvative financier . Tann~r 
is ~<ell liked by businel's and bankln~ group•J i n raet throughout the 
civil war p• rioo he wa11 ablo to maintain valuable friendshiP" with 
th, conservative ~roups . 
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~ \sto qytt , hankor and state Prnan, at pre•ent 
for cany y~ars 'lovernQr of the Bank or Finland. 
•·tni~ter in t.he early year!' of the Republic . 

Division o~ "ooot.Ary 
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Premier or !>inland, 
ll;rti w~!' l>inance 

!lyti studied hw in 'm~land, and has rnany associations with 
En~lish liro. Ho ha~ been decorated A~ Knight Commander of the 
Victorian 0rdor . ~i h~s frequently ropreFented his country at 
internA t i onal conferences on economic and financial questions . 

~ti is extremely influential amonR all busines~ and commercial 
vroups in Finland. Ha is highly respected in international financial 
circles. ~tis tho~ht t o be the principal i nitiator of Finland'• 
<concede POliCi "" since he Ncarno Govornor or tho 'lank in 1923 . Ho 
ha~ ravored the rio;orous policy by which, at the cost or groat 
·~cri fie·· on tho part of wa!fe earne rs, !"inland ha" b-:1en able to roduco 
hor ro~i~ ~e~t and build up h • r capital since 1930. llyti is also 
~aid to havr been one of the lcadin~ sponsors of tho program of 
ogrlcul~ur~l ovpansion and industrial development since the war. 

Ryti is a s•aunch def ender of tho idoa tha t the Bank of !>inland 
!'hould he i ndpendent o f ~ovornrnent control. 

Paron Carl l'annPrheim, ""rn to A noble "wodo- l'inn far>ily nPar 
~ bo, oduc•ted ot the St. P• tersburg cavalry ~chool. Hannerhoim ~oon 
ro110 t o the co11'1118ntl of the "sar 1 s hot1y)fUard. Ha roul(ht in t'anchuria 
<turin • thn 'lu•so-.laoanese 1ar and wa" oron'Oted t., t ho ran'< " ' "a.1nr 
1•n· rRl . A'tcr the ~sso-Japanoao wAr h6 was stationed at ~ar•a~ 
a• co'"f'lan'ant o • thP Jrperial Rus~tan cavalry . 

Illlrtrur the forld 1ar l'annerhoir' wa~ ~•.a'.ionod on the ~>ou::~anian 
~ron• . A•tor the Finni$h declaration of indOPendenc • he returned 
•o Finland wher~ he took an acti ve part 1 n orvanizinor the ·ni ·o 
JU8rd . 

4 rt<>r the ll~d coup of January 191° l'•nn-.rheirn was placed in 
!'Up reno cormand or tho lhi 'e Ouard , and became i n o rfoc t the suororne 
loader of the C?nse rvative •oren~ . Ho depondod lar~ely on r.erman 
aid tn ovcrthrowino; the revol utionary Rod government in Hel sinki . 
The Amorican Hlni star to S.•eden, Horris, cabl ed to Secretary of 
t, tate lansin~ on Aori l 2, l Qlq, stronPly urging that no food shou~d 
be ~~nt to ~onoral t.!anne rheim ' s ~ovornmont in view of the oro-Garman 
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leaniM~ of the "'innish conscrvati vos . ''orris ' opinion .,as stron.,th­
rned by thJ report of' an Jlllied mis•ion which had visited ''annerheim ' e 
h adquarte rs, and which stated t ha t "ae tar as they can see, tho 
:Jltt o Party of "'inland is enti rely under 'orman influence " and that 
"thay pori'Onally were insvlted by F'inntsh off:1 cers with or o-German 
!'J"'lO&thte~, although travellin~ with llenoral Hannerheim ' s special 
pa~soo rt'' . 

'>y 1-'oy, howovcr, '1eneral l1an·•o rhe1m had draMatically ch1m~cd 
hi• orient~ tion . He had quarraled with th, Authori ties in H~lsinki 
on 'h· i••uo of Gerean influence in tho army, hart resi~;ned his 
po~' tion on" h•d retired to Swrden . !'·1.nhnfwd, the oro-G3rran 
cors rvattvo, lx?care the leadi!IP. filflll'O in Finnish politics. 

'71th '.hP collapse of t he Gorran ~piro, tho return of Uannorhoim 
7>8 evtdo oossible, for he had succeeded in a t <>w 1110nths, ~rom ''ay 
•o :lovtmbcr, in winnin" the conridonco of the Alliec' diplocats . 
•r.col"lirvc1y, !lannerheim took over tho Roj!ency which !"vinhufwrl was 
v.s forcod to ro•ign when th3 Gorman~ w1 thdrew . !'!~ hold this 
po•ttl~n until the installation or th~ now constitu tion in 1919 . 

In 1020, 1rannerheim attomptod to organize an intervention againl.'t 
•he covi ots with "ri tish aid . 'hen this plAn toll thr olll!:h, he led 
on i ndependent ossault on tho town or Potrozavodsk on th~ LeninprAd-
' urran~k railway. This a•,ter:;pt viAS heaton back, and in the same 
y.ar p acu ··••s c~nclud~d ttith tho "oviets. 

llar.nerhcim has ret".ained a po"'.:trt'lll r1.~ro in Finnish politics . 
~ hu b•cn •rnerated by all the consorvativo ~!roUt>~, and hated by 
'h r~dlcal~ . He has boen the ~~ron~;;ost opponent of cornunis= and 
or any oolicy or ~approchecent w1 th the 0 .S . <; . '1 , C'n tha other hand, 
h l>.a• rany elore friant!s and asgociat< on~ in "ritain, and has been 
=-~d Kni~ht " rand Cros$ of the Pritish "boira . 
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lluoh 20, l!NO 

~7 de&r lb- . PreeJ.dent: 

S1Jioe Finlllnd and Rusata blln -.de peace, 
I b&n been g h1ng conelden.ble t hought to what 
the futur. of P1111and -7 be. It see11a to -
that the Uni ted States has a greAt opportunJ. t7 
t o demonstrate, at th1s ti-, what we are w1ll-
1ng t o do t o r a oOUDt~ like PJ.nland . 

!here 1s a real reoonstNotion Job to be 
done for Finland. The t hought that I h!tn in 
a1nd 1s t hat 7au 1DY1 te Finland to send a ... 's­
sloa to th1s c01mtr7, a t once, to erpla1n to us 
what thlllr ne.de &re, bea ded b7 sOMone l1ke 
llr. tanner who, before enter1.ng their Gonuwant , 
was the bea d of tbe1r oon.ruaer oooper at1n ., .. _ 
~~~ent ; t h!tt we, in turn, be prepared to beJ.p the• 
do not onl7 a p}Vsioal reconstruction Job, but 
help tbe• recrea te a strong tinano1al aet-up. 

B7 helping 1'1nland do a oosplete reoon•truc­
tioa J ob, - oa.n a ctuall7 deeonstrate to tbe rest 
of tbe world what we nre prepared to 4o if and when 
peaoe should ool:llt 1n Europe or A81&. 

ne Pree14ent. 

The White Rouse. 

Yours a1noerel7 , 

DE 
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81ftoe P'1nlllnd an4 J\u•ala bl\Ye liMe peaoe , 
J bllw t..n 6 h1.Dg ooneldeJ'tlble tbout.:h t to what 
the 1'llture ot r tllland llll7 be. It eeeme to ... 
t hat the Un1te4 StAtes has a gNilt opportuntt7 
t o ~ltNte, at t:hl • u .... , what n are wU.l-
1ng to do f or a 01Mlt1'7 U ke P'1.nlat~d. 

on.re 1• a real reoonn,.•otton Job to be 
done tor rtnland. The th~t that I lvlw 1ft 
111M 1e thll.t 7ou 1nnte F1nlan4 t o aend a -s.a­
alon to thle oount1'7, • t onoe, to explaln to ,., 
yhat tbell' neel!e are, beadec! b7 eOJWone Ulte 
Jbo. Tanner who t before entertna thelr Oonnwnt , 
was the be&d or tbell' ooni'UIIIn' ooopeNtln -­
tlllnt: that we, 1a tunt, be prepnre4 to he~ t he m 
do not onl7 a J))veloal reoonotruotlon Job, but 
hlll:p thea reoreate a strong t1nano1al aet-~. 

B7 belpl~ F1nland do a OOIIIPl e te I'IOOftl tNo­
Uon Job, ,. oan aotuall7 de"-IOR!Itrate to the Nit 
ot the 1'01"ld what • are ~ to do lf and when 
peaoe llhould ooae 1n Europe or Aeta. 

X our a a1noerel7, 
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Mnoe P'tnlnnd And llueda bn- ..ac!e PMGe • 

I~ bMn ct~ oond~ thoQI'lbt to 'llhat 
tbt tcau• of l"11l1and ~ be. It •••• to • that t.be t7n1te4 !Jt&tee bu a great OWOI"twd.~ t o (le --aJtNW1 nt ~~ tt. , 'lllat - QN wUl­l ng to do tor a O!Uitt7 like F1nl&nd. 

'~'bee b a real l'60on.truot1on Job to be done fir ftal.and. 'l'hll t~ thRt I b!lw 1ft 
ldnd la thllt 7ou lm1te Plnlond t o een4 a ~~­aloa to th1e oount17, nt onoe, to exPlain to ue vhllt t.belr na•a. ~. bto.&l4 '1:0' •~one ~ 
abo. 'f.,... whol bef'w<e ant~ tbtlr> OoNn-nt, •• tbe btnd or tbtlr oon.. 1 ~Ntlft ..,.._ 
•nt; that - · 1ft tui'De be p!"'81XXZ'e4 to helP thea do not onl7 a Plu'aloal r>eoonotruotlon Job, blat 
btlP thea n.OJ•te a ~l"Cm8 f1nllno1al ••~· 

sz bt~ 1"1n1And 0o a CJOI!6)1ete r1 ••t~ tlon Job1 - oan aotunllt 61oonstrllte to the reet o f tha 1'101'14 '!thAt we are ~ to Oo 1f an4 when 
pea.oe ahauld ooat 1n J':u:tlope Of' Ad&. 

X aura alnoerel;r 1 

Regraded Uclassified



Uy dear ~~ . President: 

Since Finland and Russia hove made peace , I 

have been giving considerable thousht to ~hat the 

future ot Finland :S~!iJ It seems to oe thnt the 

Uni~~~s -
11

op!)ortun1ty, .-,.. to deoon­

etrateiTVIhat we are w1111ng to do tor a country like 

Finland. ' Mt; hae !'tt& 'tlfi sngl:a a tqlill l cent tight t o 

d.efelid 1'ee1t a r=aiust aggression ana lUte made lUi --

~norahle penn" 

ThPre is a e r e_\ reconstruction Job t o be 
A 

done t or Finland. The t houeht thAt I have in mind 

is t~~ you invite Finland to send a commission t o 

th1a country nt once , by sOl'leone like !lr. Tanner 

l"ho , he~d ot 

w~~ to help 
them do not only a physical reconstruction Job, but 

help them recreate a strong fi~n~ 

C:~ ";_l~~F~~~=A~;=~~r.ICt~n~ ~~ 
Job, we~a ~ee on trd ~~hP wot-ld what 

.II ~0 
we are prepared to ..., it and when peace s!lould coc;e 1n 

Europe or Asia. 

Youre sincerely , 
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~7 dear oora-111 

I aa eendlag J'OU beNwUh a C10PJ 

ot a oonnaenU a1 l etter I haft .._ 

wrUten tbe Pree14ent. I tboucbt JOU 

aJ.«bt be 1ntereete4 ln rea4lng U . 

YOUPe elnoere1J' , 

Honorabl e OoJ"ael1 wall, 

81oretar7 of State. 

2.:.0 
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" llriiO, lMO 

., .... ou•ua 
1 • nail .. ,.. ' aau~a a ...., 

et a eo~tflW 1••• I ba.,. tet.r 
.n• .. • ........ 1..... I tt•a'' ,_ 

ldcb' " && ........ la .. 7, .. lt. 

~· das alJ', 

P1aan~1• 0 ••U 11111, .... ...,., ...... 
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• 

" tll .. lMO 

., .... ou•na 
1 .. __., .. ,_' awlUa a ...., 

of a eo.fttldlal let._ I baft te' r 
.tths tbe PNet..... I ttwaM ,_ 

IIIP' M &a._eaW 1a •• ''• n. 
~ alPII 1~, 

Ra~~a .. ne o •u 111111, 

__.....,.,nate. 
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0..., "'~ t~r : 

Co :-er.rr:-nn 
c;n,,,..•pr : 

H.1'.Jr : 

S: 

·: . .. . Jr : 

"· 

S: 

.. · .. rr : 

S: 

n .' ' . 1r : 

S: 

S: 

S: 

S: 

Go ,.~ettd . 

Pello . 

r.ood "'orn in ... . 

"~rch ?0, 134-o . 
3 : 21 a . "-~ • 

Oon~ ~ornin~. aon~renn~nn Snycer . 

t{o~·· do vou do'l 

All r1~:1t . 'l')·e result o~ :ro"r v1~<lt U'l hrr,. 
, -os just ~1n"' . 

~13 

Yes . I hl'ld (!I little Ohl' t llftl'r'.-'&rdB 'IOU knOI·' Pnd 
t 'ley \·ere rll v · rv 1•ell ..,lrr~cd ~>nd thou-"t t~tlt 
your nroce' ••re 111'!1 .nll rl•·ht . 

''ell I e.-..,rec11' te vour h.nvl n~ ~e u-. th,.rc . 

1/ell thpt 1 G tl·p ••e.v ~·e ht>Ve to henc11~ 1t. 

Yes . 

016 YOU I"C' t t hnt CPV.'\ l 01' nte -,p tter? 

Yes, I die' . 

:I ell th11t ' s \f" P.t I w•nt bt>~nre ":aster. I 1 ve 
PO t to ~o b oo•,. ..,., re bc!'"~C ::l-" s tP~ . 

1 'el' hPre ' s t'e ottu~>tlon . I h:>ve th1e ri~>'ht 
bt>fore ..,e . ':''" e Court of co~-on ? 1.eas eX'Oreesed 
1 ts v1e1:s ps fo1 101'8 : "'.le Pre of t"'e 0!)1n1on 
tb>t thPre 1·ee ~'rtHld in t' ls t r ansact ion enc:l 
that tte conduct of Anthony Cavalcante 11as 
une t hical, unnrofeso l.on!ll, r enrohens1bl e end 
he should be dlso1"111nod. 11 

I CA.n ' t he11 r YOU on1tP . 

\ 'ell t h 111 1s \ihPt the Court of CO"'"'on Plea• hl'll 
t o eav about -

\:roen 1'18 6 t his dated? 

\/hen t•a e th1 e' 
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5: 

. . .... Jr: 

5: 

. . ' . Jr : 

S: 

r : 

S: 

S: 
.. ~ -. . "' r : 

9 : 

S: 

·J . ,~ . Jr : 

S: 
.. . 

- ? -

~ 'er . 

vee , t' Pt 1 s t t C"'l'('t1 v. "'"'Pt ""£: ~rat ole' 
".e'>•tbl1can Co11rt b•c'• t' •~':'C , :-11 ~enubl1crn 11nd 
t hey d1d t "Pt b11c1• 1n •-: :> . "e ' f e1ected Sti'TI' 
Sen11tor t1•1ce- A1.ncr tr~>t t t "le , r>m1 he ' A " 

r E'nUt P ble ~e 11ou , hE' ' fl "' l tonderi'ul fe llo~r . 
"E' bol ted the Renubl1oan State machine um1or 
Prnrose , t'lho - rnd n•nt I' ' th t,..e I ndenenc."en-c 
· ·1 ~h P1nohot 1n I\? . You tmdcrr';andof 

!~nd .._.~e.t I r juet ,.~ .. , t •h~~, eli d . ':'h ey ~:1C~-':ed 

h< "l o·•t beoni'CC ,._, l.'e'lt 0•1t anc "'!l'de G'leeo!:Pil 
!'o::- ?1nc"'o- . 

',.'ell I ' v e <-ot ,.,_, t'rotn o~ uhy t~·py did it . 
I ' c be ~ll'd - o rent" •'Jc"l u•> to :;ou , I .,ec n 
1f vou ··:Rn" tre"l . I "'"l'n , t"'e reE~son bnc'' 
of t"'e Court ' s notion . 

Z14 

'!ell <thy t·ould thc>y re1notl'te h 1m then l.l'tP:r on , 
rlP'rt EtHey? 

I don ' t ~mo•,J , but -

"ut I ' 'lo -ot - ,.,, " llctr rnl' thrn 'l1.£o ~'lie ::-Poor<' 
. ,1 +n .... he St r•e ..,,..n"t1"- De.,rrt-~!"t o~ Pennnyl \·(1~1"' . 

'o , it ' s not . ' 'o it ' c not , PnC. ~"'at • r cl.Pted 
Au-us t ' 37 . 

\/ell that ..,1.,.h t have eo"le t'E'i ,..r t ~lith 'liP but 
the others have no ue1P'ht no "latte r ;:hat ~mo 
on it . 

1-iell , for your oonf1<len t 1al ""ruse.l I vtll, "end 
u" his record . 

All ri"'h:: . 

A~d ~ do ho,c that vou could fi~d so,ebo~y elPe 1n 
yo·1r dietr!ct t"'et I could t e:ce . 
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S: 

5: 

'I.' . Jr : 

5: 

1 . .. . . -'!': 

S: 

., . .. . Jr : 

5: 

S: 
,, 

S: 

T~ · 
0 • ... . 

- .. -
I see . 

I see . 

All I ~rt>.nt 1r 11omebody thPt hRo - \·Te l l ht~an • t 
~ot th1s '~l.nd of n reoorcl , P.nd 1 !' you ' re 'l'01n,. 
bPo k 1 1 "1 a11rp you could find BO"lebody elre . 

llcll you send t'· "• U"l r.nc.' lrt 'le see it , thf't -
I kne,; all !'bout t~ c t1rrt . 

··ell lPt ~ .. send ;'"e '''"olP t'"1n- U'l !or yonr 
con~4 ~e~t1~1 1n~~'!'~rtion . 

And 1!', n.!trr yo•t 1 VP rPllcl 1t , 1:!' you cleo1de -
t he l:a.y I hPve 1t , I think 1t1 s e.l-co~t en 
1 1'>Css!ble I'D"lol.n•.,c-nt . I ' d be ~lPc to tl','e 
c.nybody cloe out of ~rour d1atr' ot. 

"'uhhuh . 

·.:e •1..1 .,,.:tr. no rn"lo1n''11"nt un t il I hPE!r from you 
anyo.:e.y . 

All r1':>'lt . 
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