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TREASURY DEPARTMENT 
1 

INTER OFFICE COMMUNICATION 

DATK March 22, l94o 

TO S.cretar7 llor gentbau 

llr. Cochran STRI CTLY CONFI DEN TIA L 
At 5 o ' clock yeoterday avenine the Secret&ry r eceived 111Dioter Procope 

ot Finland, with Under Secr e t&r1 !ell and ayoelf preaBDt. 111Dioter Procope 
opened tho oonver.ation b7 e~reooing his ourpr1oe that on Juot the day fol
lowiq tho llinloter'o r ece.nt conver.,.uon at dinner with the Secretary ot 
t he ~ea.ury 1D r egard to turthor ~r1C&D f1oanc1al hel p tor reconstruction 
ot Fioland, the 111Diater received a eablegr .. fro• Pri .. 111nieter Ryt i, aett1"4: 
forth the latter• a underotandinc that Pr eaident Rooaenlt -• intereeted in 
doing oometb.i~~& big for :r1n.l&nd alo~~& tbia H no , pooaibly iovolTi~~& & loao 
t or $100, 000, 000. Procope atated t het the cablegr ... waa in Finnioh, but from 
ootea before him he Hated aome ot the Deede for !undo, ouch ao rebuilding 
citiea, factor ies , etc. ~~ Uioieter iDaieted that he bad not coamunlcated 
aoything t o R;rti after hia converaation with t he Secretary of the 'l'rea aurr. 

!he Secretary stated tb&t he had oolr at 21}0 71aterda7 atter nooD 
meoUoned the •tter to t he Preeident fo.r the f irot t ilDe, aod had '--'>ediatel7 
called Proeope to coma dowo for a talk. Be t hought no oDe alee outside of 
'l'reaaury offic i a l a koew of the Secretary' a p l&n, emept Pro!eoaor Riefler of 
Princeton. The Secretary e~laioed that Proteoeor R1afler bad co~e to 
'll'aabingt on a fow days ago aod bad opolteD t o the Secretary in regard to the 
desire of the Princeton gro~. to which P.ieflor belongs, to iDvite Ryti to 
coae to Princeton, on salary, for a year , iD which tilll8 he ,.i&ht recuperate 
f r o"' the atrain of the past few aontho, an.d at t he same time dlocnao i .nter
national fiDancial and banldDC (lneationo with the otud¥ gro~ at Princet oo • 

• I cooti r .. d that Rietler bad br o'llght up thio aubJect with ae, and that I bad 
stopped the coDYeraatioD, telling Riefl er that th l o was a matter which he 
should apeak of directly with the Secretary. I had at oDoe mad e an appoint
ment wi th the Secr e ta.ry and bad not given RUtler one bit of i llfor-tion on 
t he subJect prior t o the Secretary' e recebing hlm th.e next day. 

~ S.creta.r7 then went on to e~laiD that ho bad subllltud bia ldaa to 
the PrealdoDt when he called upon bia, ill ln bed, yeoterdaJ atterDOOD, and 
bad l e tt with the Preaid eDt a wri tten nota on the subJect . In anawer to 
Procope 1 a inquiry, the Secretary stated thAt the idea, which the Prealdent bad 
l.J:uDediatel7 favored, envieaced a recooatru.ction loaD by Congrua to Fioland 
and a gold loan, with Concreaaional a ppr oYal, from the Stab il1:&tion Fund , 
It waa t he Secretary' a i dea that a Finnioh commi aaion headed by Fore ign 
lliDiater 'l'anner ohould come to thia conotry ae early aa pooaible to 41acuae 
t he •tter, The Secretary atated that he preferred Tenner to any ot her 
eJDl.a oar;r, althonch he lr:Dew that I 1Delil-.ed t o,....d Ryt i. 'i'he Secutary t hauil>t 
that Tanner wao partienlarl;r well qualified to make a favorable iapreaoion 
iD thia COUDtr:r becauae ot hia aut:ceu iD developing eoDanaera' cooperati'rea 
iD Noland, Procope agreed w1 th the Secretary. 
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In answer t o the IUniater 1 " inquiry ae to whether any auurancea could 
be given tbat eometbinc would be done tor J'1nland 1t a llieaion arriTed, the 
Secretary stated that be bad paeaed hie own idea on to the President and 
that be felt aura the President would not go further with the plan unleea 
be telt confident that aeaiatance could actually be extended. It waa ex
plained to Procope that the next move waa up to the President . Procope ns 
not to aention thia matter to the State Department. It waa prea1Died that, 
1t the Prea1dent deairea action, be will either call in Procope or aak the 
State Department to communicate with J1nland, either tbroU8h Procope or 
Schoenfeld, When Procope mentioned bia deaire to obtain the f ree uae ot the 
$20, 000,000 new credit from the Export-Import Bank, the Secretary aaid this 
waa a mtter between Procope and. Jonea. llben Procope brol18bt up the subject 
ot floatinc a Finnish bond ia.ue in t he United States, the Secretary aaid 
this waa now •out • . 

2 

Alter the llinister lett the room, the Secretary told me to tind out from 
Rietler whether be bad coiiiiDUUicated any information to Ryt i in regard to the 
Secretary• a plan. I told the Secretary that I waa abaolutely convinced that 
Rietler had not done tbh. Atter Rietlar bad talked with the Secretary the 
other ~ on tbia subject , be bad come in to my room and had eaid that be 
fully underatood why I had not permitted hilo to go further on the subject of 
o. vieit by Ryti. In t .be cireumatancea, be &aid that hia group would do ab
aolutely nothinc toward extending an invitation to Ryti. 'l'be first t ime I 
aee or have occasion to talk with Rietler I aball mention this matter, but I 
hesitate t o bring it up in any way ttatm llll.pt interpret aa a reflection upon 
hie observation of Treasury confidences. 

Before Proeope was received by the Secretary, the latter remarl<ed to 
llr . Bell and •yeelt that the Finniah lliniater had not been nry entl1Ua1aatic 
for this plan when the Secretary bad preaented it to him at dinner. J'ro• the 
convereation with Procope, with whoa I bave not had one word to eay about 
thia subject either before or atter the interview with the Secretary, I 
pined the very defi nite impreu.ion that the IUnieter 1a not anxious tor a 
J'innhb deleption to come to tbia country. It there ia chance tor a suceeaatul 
credi~ arrangemen~ . Procope would like to carry 1t tbrol18b bimaelt and get the 
eredit , It a miaaion did come to thia country and tailed, Procope realiaee 
that be would be blamed for ,.]cine the arrangement. 

I waa &lllllaed at Procope 1 a reaark to me a a be shook banda upon leaving 
the roo•, that ia, to the ettect that be did not suapect •e ot eo-icating 
the plan to ~i. It Procope bad known all or IQ' objectiou to the plan, aa 
set tort.h in rr confidential •emorandU& to the Secretary dated llarcb 14, be 
certainly should ban had even leu au~icion that I would be encour~ IQ' 
friend l;yti to hazard a viait to tbie country on thia proposition. 

In view of the Secretary• a forcefUl statement to the preaa yeaterday in 
repz'd to the aanctit:r of ~be Stabilisation l'mld, I aa more coavinced than ever 
that it should not be uaed tor uy purpoae other than monetary atabiliaation ud 
that we ahould not adopt any new plan even toward thh end with respect to any 
single country, ench o.e J'inland, until we •Y bave workM out a careful pattern 
which could be followed in our relatione with other and more important countriaa. 

~~r 
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STRIC TLY CONFIDENTIAl 
# TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

oAn !!&reh 22, 194<> 

TO Seeretar;r Morcen~hau 

FROM Mr. Cochran 

At 10130 thia morning 1 reeeiYed Lieutenan~ Norman Towson, O, R,C,, 
preaen~ing ~e a~taehed le~ter of introduction froo Brigadier General 
Strong, Aeaia~t Chief of Staff in ~e War Plana Division of ~e War 
Departmen~. who telephoned 1118 acme days a,go requeaUng an appointMnt 
for Lieutenant Towaon. !he latter ia a reaerTe officer on the ataff of 
~e Washington Loan and True t Company, who ie aeai ped on full duty vi~ 
the General Staff t o studs economic and financial conditione in the 
Far East. 

Lieutenant 'l'o~teon ia principal~ interested in determng ~· 
financial atreng~ of Japan, ouch information being dea1red in ~· ennt 
that var ahould denlop between that country and the United States. We 
dia~aeed the queetion of Japaneee gold reaerYee and production. ~· 
officer was quite familiar vi~ the Treasury Bulletin, ~e Federal 
ReaerTe Bulle t in, publicatione of the Commerce Department and alec vith 
diplomatic and coniUl&r reporta, einee these come to him direct~ from 
~e Department of State. I !lilT& the Lieutenant aome idea in regard to 
Japanese bale.ncea vi~ Jepaneaa br anch banks in liew Tori< and certain in
formation, confirmed by telephone wi th Knoke, in regard to financiut: 
American exporta to Japan. Incidental~. Lieutenant Towaon let me know 
that he 11M. heard that ~e Japanese Gonrnment 1a holding $50,000,000 of 
United St&tea GoYeri\Jient bonds with ~e Chaae Bank, 

Lieutenant Towson aal<ed ~ opinion as to the visdoo of setting up an 
inter-goYernment&l committee to diocuas the fi~~cial resources of actiYe 
or potential belligerents . 1 told him that such a matte r could only ba 
decided b,y the Seorat&ry of ~e Treasury. I atreued ~· w1111npeaa of 
our Department to cooperate ful~ wi th other Departmente, but •nUoned 
that the principal reporting from abr oad vaa done by o!fioara outaide of 
~e Treasury, whoae reporta ~e General Staff 1a alrea.c!J" recehing. 1 
added, howeYer , that 1! ~e Geural Staff deatred t o consult wi~ ua at 
any tiae on &1\7 particular queeiion we should be happy to be of .. rYiee, 

3 
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WAR DEPARTMENT 
WAR DCP'ART"MIEHT OCNutAL 8TAI'P 

WAJI .......,.. DIV .. tON 

WA.HINOTON . D.C. 

llarch 20, 19.1.0. 

llr. H. 16er 1e Cochran, 
Technical .Usistant to the 

Secret;ary of the Treasur,y, 
Washington, D. c. 

t.C:r dear l.lr. Cochran: 

Reference our telephone conversation tills liiOrn
ing, the bearer of this letter, Lieut. Noman Towson, O. R. C., 
is charged with making certain studies in connection with 
the r evision of current war Plnns dealing with the wastern 
Pacific . The War Depart..ant would very greatly appreciate 
:your furnishing him with certain information necessary to 
the war Department at tllis time. Needless to state that 
tills into~tion and 1 ts use is and will be held in the se
cret category. 

v: STRONG, 
Brigadier General, 

Assistant Chief of Staff. 

4 
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TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICATlON 

DAH March 22, l9ilo 

TD Seoreter7 Morgentlum 

ntON Mr, 0ochraA 

Shoe there vu a holida,y in the leading IIIU'keh abroad toda,y , tho liev York 
foreign exolulnce .... ion vaa exceedingly dull. 'l'he opening rate tor oterling YM 
3.72-l/2. It meTed vithin a narrov range all day and cloaed at 3.72-1/2. 

Saleo ot 8pOt oterling b;r the oix reporting banlce totale4 ~3,000, troa the 
following eourcee: 

~7 commercial concern•···•·•••• ••••••••·• · •••••·· ·• 33.000 
»:r foreign banks (Far Eaat), ••• •• • • • • ••••••••••••• ~ io,ooo 

Total .... I. 3. 000 

Pu.rcbaaee ot epot eterling 111110unted to 1.128,000, u indicated below: 

'l'he Guaranty Truet Oo~~~pany reported that it bad purchaaed ~.000 at 4.03-1/2 
troa the Brithh Control tor t hre-ntha delinry. We underetand that thie pur
chaae .,... ude at the rate ot 4 .03-1/2 becauoe the Brithh Control doll 110t allow 
any dhcount tor torvard eterling. 'l'he Guaranty ateted that thia aterling waa 
purchaaed for one ot i h cnatoaera wbo inteDded to uae it to Pa.Y tor a ahipaent 
ot Jute. Tb1a ia the first purcbaae of aterling troa the Britiah Control reported 
to ua aince the nev replationa were auouneed on Mereh 9, which require that 
pa7&ent tor 8pec1fie aport. be acde 1n certain foreign C~UTeneie• or in official 
tterling. 

'l'he other important cnrreneiea eloaed aa tollowa: 

J'rench trNlCI 

Oo.ildero 
Swiu franco 
»elgu 
Canadian dollsre 

.0211 
· 5310 
. 2242-l/2 
. 1703 
18-ll/l~ ditcount 

'!'here vere 110 gold trana~tiona cone-ted by ua toda,y. 

C Or'~ FIDE 
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- 2-

The J'ederal l! .. erTe Bamk of llw York reported t he folloviq ahip•nta of 
&Ql4: 

$ ll ,o66,000 fro• h&J.&IId, ahipped 'b:r the Bamk ot :Enclan4 to the Federal l!eur.,. 

b 

Bamk of llev York , to 'be eU'Marked tor account ot the Bamk ot Ezlcl&ll4. 
2 ,2119 ,000 from Encl&Dd, ahipped 'b:r the B&Dk of Engl&ll4 to the J'ederal l!eaer•• 

B&Dk of llev York tor account of the Sviaa Uational. BRDk. The diapo
aition of thie eh1p ment la unknown at the present t ime, 

68 ,000 from Ce;ylon, ah1pped 'by the :Eaetern Bank, Ltd. , Colombo , tor ita ovn 
account to the Guaranty Truat Comp~Ucy", lllev York, for aBle to the 

,...,,......,="""'"" u. S, Aeea:r Otfice. 
$ 6 , JSJ ,OOO Total 

Tho State Department forwarded to ua oe.'blea atatlng that the follov1Jl4 &Qld 
ahipoenta would be made: 

t 2,561,000 tro• Jopan, ah1pped 'b;y the YokoilP& Specie B&Dk, Oaall:a, to the Yomhua 
Specie B&Dk, s..,. FTencieco, tor aale to the U, S, Mint. 

166,000 fro• Svi tzer l&lld, ahipped 'b;r the llanque !'ederale, Ben, tor ita ovn 
account to the llatlonal City Bank, »ev Yor k, tor aale t o the U, S, 
A .. a:r Office . 

'~~'$...,2",-...72"'9'.;;;oo::no 'l'o t&J. 

Since there vas a hclida;y in both Bombay BDd London, the ail•er m8rketa vore 
cloaed in thoee cities . 

I!An4y 8Dd Harlllan 's 8Dd the Trenaury 1e prices tor for ei gn ailnr vere uncMD.!;ed 
a t 34-3/111 and 35~ respectl•el;r, 

We made ei&ht purchases of al l•er t otalln& 739,000 ouneea under t he S1l•er 
Pureho.ae Aet. Ot this &IIIOUDt , 250,000 ounce• r epreeented "' aale fro• il1nnto'l';r 
and 50, 000 ounces vere tredl~~& an ... r , 'l'ha rell81 n1ng 1139,000 ouneea conahted 
ot nev produc tion trolll fora1fl'l eountrie a, tor torvud delinr;y, 

co FIDENTIAL 
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TREASURY DEPARTMENT 

........ ~"'"' 
~..............--.. ~~ 

....... ....,,,. TO 

lr: P : CA 
CM 

REPOR'l' FOR SECRh"TARY MCI\GENT!IAU: 

WASHINGTON 

!.larch 22, 1940. 

In r egard to closing agreomenta under the Vinson-Tr~e11 

Aot , tho c!ovelopments during the week V!ere t.a follows: 

Wt.l tor Kidde and CO!!lp&ny: 

On '!arch 16, 1940, a du l y reported conference -s held with 
r epreecntati'Ye s of the I avy llc>partaent in r egard to an addi tioll&l 
certification by the bt.vy . 

On 1 arch 18 , 1940, unreported conferancea of Bureau perao1111el 
wer~ hold in the forenoon and a t a in in the afternoon. 

On March 19 , 1940, duly r eported confer~nces wit h repreaenta
tivoa of tl-.c contractor wore held in tho fcrm>oon and the afternoon. 

On • arch 20 and 21 , 1940 , conversation& wer& held over long 
distance tel ephone with Ur. Prey~ang , Vice President of contractor . 

Nothillb furthe r hlis hem henrd f r om tho l;avy Department in 
ro&t.rd to an addi tionnl ccJ•tification. 

A letter hils been d rafted for the dbJla ture of the Secretary 
or the Tr easury and is under review, requesting the Secretary of 
the .avy to forward an additional certification. 

Wr. Fr eygang baa gone to Florida for a abort vacation. He io 
expected to cantaot the Bureau on hie r eturn on April 1 , 1940. 

Bridgeport Br ass Company: 

The contractor adviaeo, by lette r , t hat it failed to eecure 
tbta contract and i s , therefore , no longer interest ed in a cloeing 
agreement . 

' 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

lol&rch 23, 1940 

Bonor.ble Henry Worgenthau, Jr. 

The Secretary of the Tnaeury 

l(y clear Wr. Secretarys 

There ie attachecl hereto copy of a memorandum prepared by General Arnold and 
whioh General Brett informecl me has been approved by the Secretary of War 
whioh embodies the elements of the principle clieoussed with you by phone this 
morning concerning condition• under which releasee requested may be granted. 
The principles appear thoroughly logical and sound. The reimbursement feature 
tor research ancl dnelopment expense appears in the laet paragraph or the 
meaorand~ Upon aw inaiatence General Brett -«reed to discuss theae prin
ciple• with the lla~ to obtain thei r concurrence therewith. ObTioualy, a 
una:nimous -«reement between the Arrlly and Ila~ 1a eaeential, ancl until auoh 
an agreement is reached I shall take no action looking to•rd a meetint; with 
the industry. 

I feel that in addition to the manufacturers of those types in which Wr. PurTia 
expressed an interest in your office Tuesday afternoon, namely, Bell, Curtiss. 
Lockheed and Douglas, we shoul d have at the proposed meeting with the manu
facturer• representative• of all of them havint; any model presently reatrioted 
in which the Britioh and hench might bec0111e interested and give each of them 
an opportunity to learn the polioy and propoaad conditions under which restricted 
it_. aight be released tor export . This tho~~&ht 11 shared by General Brett. 

Pendint; the outcome of General Brett• a conference with the lla~ no definite 
data for the meetings with representatives of the aTiation industry oan be d,... 
tarminad, but it is hoped that this situation will be sufficiently clarified 
on Monday to permit of brint;ing the aircraft people to Washington on Tuesday 
or Wednesday. It ia proposed at present to have three separate meeting11 one 
with the airoraft manufaoturera, one with the engine manufacturer• , and one 
with the accessory manufacturers ~o are interested in the production of what 
are presently restricted itema. 

J ahall aee General Wataon &londay and giTe hia a -orandum outlinin& briefly 
the forer;oing plan. Please r ut assured that the Treasury Department will not 
r;et .aneuvered into any position which will reline the Araw or the lla.y of any 
ot t~eir reeponaibilitiee. 

With kindeet peraonal rar;arde . 
Sine erely yours • 
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l!&r<lb 23, 1940. 

J,O;l'ORA/IlXIIJ FOR - The Secretary, Clearance CoiMlitt.ee, 
Ari!IY and Navy lo!un1 tiona Board 

SUBJECT - Roquost of .Anglo-Fronoh Purchasing Board for release of 
certai.n engines and airple.nes . 

(4) 
<liB/liB 

1 . In rep~ to your JlleCOranduDI of llarch 16, a earoful at~ has 
boon rade of the a ttached meoorandw:1 wbod.ttad by the Anglo-French 
Purchaa1~ Board. Included tberei .n ares 

.!• Ite:u previously d1sapptoved beeauee ot secrecy. 

!!.· Iteas not proven through actual test but still in the 
development stage, and 

.!!.• It&=a -which aro the latest devolopment of the llnited States 
Government. 

2. I t is reeornended that tho l'lo.r Dopartnent roply to request in
cludes 

~· Each item must be handled as a separate problem in itself. 

Incl: 

!!.• Through contractual arrange:>ents and by a guarantee that 
the acceptance of foreign orders by J.mcrican industry will 
not interfere with present contracts now existing bet'lleeo the 
United States GoveiTIDI!nt and the industry • 

.!!.· Assurance II!Wit be given or arranged t or which will guarantee 
developcent within a rea30nable t:IJie and 'IIIlich will give to 
the United States Governstent improved performance characteri
etics over that equipment beillfl released. 

i · Tho Purcba.sitlfl Commisoion, thrOIJgh pl'Opor governoental channS1s 
and with euitabl.e Air Corps representation, coodu.ct negotiations 
with the contractors prior to any release, <hlrillll wllich con
ference the contractor will indicate his wil.l.ingness, by nego
tiation nnd at no J.'urther expense, to carry out the desires of 
the United States Government as regards present contracts and 
a given program for research and development . 

H. H. Arnold, 
Copy L!emo . to C.A.c .rr. l!ajor Ge~, Air Corps, 

Chief of the Air Corps. Sec 1y Clearance COl:J:litteo, 
A/111/.unit.ions Bd.,S-16-40 w.2 Incl&. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

J.!arch 251 1940 

l~eeting was held this 1r0rning at ...mich l¥9re prel5(lnt General Brett, Assistant Chief, 
A.rrl!/f Air Corps, !Jajor Lyons of the Artrry Air Corps, and the Director of Procurement. 

Genoral Brett statod thc.t the Air Cor ps wns desirouG of doing everythins that i t 
,logically could to assist tho All.ics in procuring up to date planes . He read frO!ll 
a memoranclul'l, copy of which is attached hereto, a proposed policy 'Which ha staWd 

understood had been approved by Secretary \Yoodrinso 

,turu"' the Dl&ting the Secretary called froc Sea Island. I inforoed bi.m in 
l~rene1ral taros of t he policy contained in General Brett • s memrandun. At his re

Oeneral Brett was put on tha phone and diec:ussod 'lli.th hiln, itec by itec, the 
po.Ll.cy as laid d<nm i .n t'l81110randum attached. I returned to tho phone and after fur

disc:ussion of the propooed policy the Secretary stated he thouaht it was all 

talking with the Socrotary the discussion in the office was continued, and 
11NUJ"!UCh as the oo1110randum attached was prepared entirely i.'l the War Depart:oont, 

IJUI'Pested to General Brett the advisability of having the concurrence of the 
in this policy befon~ aey further action was taken. I advised the Secretary 

•s desire that metinas with airplane, e~ne and accessory manufacturers be 
1cellod by J:ID. To this be a,sreed. 

had orlgilllll4 been proposod to have all manufacturers in Washin..vton on !.!o~. 

concurrence of the llavy in the pri.nciplns laid down in the meii'Orandum, no 

•·n;::~~1:Slti.ll be called until such concurrence is obtained. It '11111 probob~ be 
1\1 before aey of them can be undertaken. It was decided thet t he plane 
,nanu.J~c.ctttrei'S 1IOII1d be callod in first, engine manufacturers second, and OquiJmiOnt 
,ac•~oSSOl"Y manufacturers third. 

Secretary inst..""oted no to keep General Watson posted on an;r devtllopDents in 
1'conne1ct:Lon Tdth the airplane deal. !lemorandw:l prepared for bitt will be delivered 

Chainnan, ' a Liaison Commit tee 
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~ FOR - !be S.cnt&r7, Cl.earamo c-:-.U.'-, 
~ and lZaYT )bulit.iom 8oRd 

S1lil.1iCT - !!equest. of AncJo-Yrench l'urcllu:1.JIC Board tor rel.aue of 
certa1.n eftl1.nl• and airplazlea. 

(4} 
CEB/B!.I 

1 . In rep~ t o TOUt' DOI!IOrandwa of ll&roh 16, a caretul atlld.y baa 
.,_.n ada ot tho attacW CII!Mrandum aubl:d.ttod by the Ancl o-Pronab 
Pv.rcbu1as Board. Includecl therein are• 

~· Itc.a pn't'ioual,y d1Appz '"ltd 't.-oau88 ot aecreq. 

!t• It... DOt prcmm tbrougb acmal teat but atill in tlle 
drfwlo~t atqa, &Dd 

S.• It..11hich are the latest. deftlos-nt of the United Statea 
Go~t. 

2. It u ro-..adll<i that the llar Departasnt re~ to request. iD
clllde• 

•· Bach it. -.t 1.- hazw!Jed aa a M)*Nte problem in 1taelf. 

h• 'lbroa&JI ~ arranc-ata &Dd by a guarantee that. 
tU aocoptaoa of foreign orda-8 by Marlcan ~ w1.ll 
oot Uter!ere with preaent oont.nc\8 DIDIW uiatinc between tlle 
UJd.ted Statea G<we~nt ud the i.Dduti'J'. 

S.• ..._.._ .at I.- giw n or arraapd for wb1oh 11111 paranteo 
.-..lo~t wi\bin • reaaoDIIble t.a. &Dd whieb w1.ll gift to 
tlle llaited States Oot aztLWnt illpr~ perlG1 1 chuacterl-

lDDl• 

.Uc. onr tbat. equipmallt; be1J1c N'•••· 
!· !be PvGbul.nc c ' ..tc:m, t..brau.&h saopu gcnw tal ch· a 

&Dd with aait.able Air eoz,. "JI"I..,\atiol1, caadDct ..,.uauo:w 
with the oontractors Jrior to U117 relo-, darlJic wtdoh -
te~ tlle -v.ctor 11111 ind1aa\a hU .,,,. 11, by •co
t.1Mioa Del at DO hrtber •xpe-, to Mft7 oat. tba cledrea ot 
tlle lhdted S\atea <loft-' aa repra ~-- IIOIIt.reoU aa1 
a 11- proc:r- t or re•areh &Dd drtwlo•-'· 

Copr .... to C.A.C.flo. 

s.•r cltt • c~, A/1 aud. 0.. Bet. , •• z Iacla. 
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llanll u. lHO 

DIIOilUDUII POi GIUIW. IIU~ 

S.~ I had a o-.to~o w1~ a...-1 Jll'.tt;0 A .. tataat Cldof of tllo 
Arrq Air Corpo0 o-onsiJic tho ooll41t1oaa Ull<lor 'llldoll reatrio~ool airp~ 
olld oqd~t alpt bo rolouool fo.r aport to forelp. &••• ata. 

llr1ofq • tllo Arrq toola tllot 0117 rolouo U..l4 bo ...to ooatU.C..t epoa ar
ru&..U 111 til tllo ooatraotora tllat a.ll a rolouo w1ll ..t b\erf_.. wit~! 

proe..t ••trona odat1Jic bo~ ~· Ualtool statoo GeYOJ t u4 Uolaifti7J 
that un......,o ••~ bo &h• ~t 4o.,.l~t wltlda o rou_.lo t~ will 
bo -•• ~o &ho til& Ua1 tool Sta~oo GoYor-t i.lop~ool porl-o oharaoter1o
t1oa oYOr til& oqu1,....t bolA& rolouodJ u4 tllat _,...... 1.ao1d•t to roooarell 
aa4 doYOl.,....t w111 bo ahuool b7 foro1p pvehuon. 

O.eral II~ plaao to d1a01lao wl~ roproe•tathoo of tllo Jlaroala ot Aoro
aaut1oa ot ~ la'f7 ~ forocolA& pr111e1ploo. ad 1t tllo laY)' o011011ra -~ 
tlda plu 1t 1a p110p00od to llo&YO ~Uc• wltll ~ arlat1011 1adutJ7 u -
u poao1ltlo dllrlJI& ~bo proe..t week 1a or4or tbot tile plu .a:~ bo aplo'eod 
to tlla OJI4 ~1r roaot1- tllaroto liM. 
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TREASU RY DEPARTMENT 

INTER-OFFICE COMMU N ICATION 

DATI: March 2J , l 94o 

To Secr etary ~4rconthan 

' RO M )!r • CocbrNI 

lluo1neoa in the for eiCJl exchaa;j:e ce.rlret vaa aeoin nry all:&ll aa a r eaul t of 
t he veeken.d hol1da,y abroad. Ster l1D& opened at J . 72-3/4 and eued to 3 . 71 i n a 
Yery thin market . After returning to 3 . 71- 3/8, it moYed off to c loee at 3 . 71. 

Salea of epot aterlin& by t he six report1n& banks totaled ' 170 ,000, f r om the 
follov1ng sources: 

:By col!llllareial concerns • ••• • •••...• • •• • •. . • • • • . .••. :I. 102 ,000 
By foreign bnnka (Europe) • •• •. •.•• • .••. • • . • • • • •••• :~. 68 ,000 

To tcl • •• ••• 170, 000 

Purchaaea of apot aterl1ng 8m0Ullted to o.llo.ooo. u lnd.icated below: 

The folloving r oporting banks sold cotton billa totaling 124 ,000 to t he 
Brltiab Control on t be bu1a of the official rate of 4 . 02- 1/2 : 

' 13 ,000 by the Uational City BNik 
8,000 by t he Ouar1>11t7 'l'nat Co . 
d ,OOO by the IrrlJ>& 1'ruat Co . 

10 2 ,000 Total 

The Ouuanty 'l'ruat Company r epor t ed t he purchaae of :1.5 , 000 at 4 .0}-1/2 from 
the l!ritiah Cont rol . At vo.a the cue yeaterda,y, th1a aterling vaa boujlbt for one 
of lluarNit;y ' a cua t ooera, to be uaed , at a omo future date , to pa;y f or a ah1p11en t of 
Jute . 

The other iQportant currencies closed aa follove : 

French f r anca 
Ou114ero 
Sviae f rance 
l!elgae 
CN~Nl ian dollare 

.0210-l/4 
-5310-l/2 
.2242- l/2 
. 1703 
18-ll/l~ dieeount 

There vore no gold tranoaetions eon8UIIIl:ll\ted b;y ua to4a;y. 

CO. ~-r D E NT IA L 
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The Federal Reaene Bank of llew York reported t he folloYi~~& ahip11enh of 
gold: 

$3,145 ,000 from Canada, ehipped by t he Benk of Canada for 1te own account t o the 
Federal ReeerTe Dank of ~~ York, tor aale to the U. S, Aa1117 Office. 

2,14<>,000 from Japan, ahippad b:r the YolcDbama Specie Bank, OeeJca, to the Yolcobaaa 
Specie Bank, Se.n FrN>Ciaco, for aale to the U. S. Mint. 

$5,285,000 TOtal 

Vo quotation tor ail Ter waa receiTed from Boab&f aince there vea a bolidaJ 
in that center. 

In a repor t from the Federal ReaerTe Bank of llav Yor k ehov1Qg depoai ta f or 
account of Aaia na reported by the Nev York agenciea of Jepaneae banka on March 20, 
auch depoaita totaled .41,184,000, 8II increaae of $21,000 aince the laat report 
aa of March 13. Of thia amount, $27,416,000 repreaented deposita vi t h the Yokoheaa 
Specie li8IIk by ita branehea in China. 'l'be overdraft on the books of the YolcDheaa 
Specie Bonk in Hew York for account of i ta betd office in Japan voa $79,279,000, 
an incre&ee of $262,000 ainca Kerch 13. 

CONFIDENT IAL 
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NEW YORK, SATURDAY. 

2,000 Late Planes for the Allies 
Are Approved by Defense 

Roo•evelt and Morgenthau Agree to the 
Outlined at Conference-Value of Tut. 

Abroad and Plant Expansion 

B y P 'RA.:fK L. JO.IJCKHOH.S 
-..cultl TU Jf•W ,_._. Tl•u. 

WA.IH.TNGTOS, »arU 22-Pia.n..t Wbn the ,.,...,.. ... .c' ..,,...,,,. • ...,.,.. -..-u- ,....,. ~ 0.. • 1..-a .... 
a ... n.l~Lf le GtMl 811\.a.llt ... ar1IQ' Gpn"ll; wM ..... 

............ ,.. .... ., t.lll• tat.-"'" ~t. ........... 
et ,....__ ............, b)" U1e Vnlt.H ddmated tlwlt 2,000 ~• 
tJtalM A,.,., offid,a.lt, •Jd tOCICtlt. W'C'1Uld. be af!tf,•a.r')' tO 

Att«<' •taft 4>0nfere.neM at tbe \Vu tlnl·lln.e f"btln.r 
o..,.nment. tollowlq rarlltr dl~ 1

1 
111e.nu. Th• procram ·~:~~:.~::,~I NUlo~ hy Pr..Jdeot noo..••h. Con,._. lh•rdor• ~ 

lefrtt•f')' Korce...,\kll aM arm)' about !MOO plan•• · ladudllll' 
It wu lbal a 11.. MrTte. 

r.at:IMd 1\'tU Uak" tkatH aJrcntt 
.. ...~ aUaa.h flii~IM' ,......_..,.. t,rl ...... I 

plaDe ~ wouW • latll JM.f". e('I(!Oinl...,. ._ dlolf" PrMf.T 
Uait.e4 Statee ,....c.... cknt. ._.._ M' r.,...ra ~. the 
tha\. larl• pltH r...,rva need tor f"f!H~• pia,... bM bMn 
wou\4 be teMJ~tl•l, IJ'Mtly rt.dti«4. h wu -.ld. llor .. 

Of t~•rly ~DOO pl11.n .. wtlld Col\· OYtr, tbt'f ttated, with lalHt 
ln~M authorlud tor OOI'Ittruction b.comlns M40h!te i"' an 
_,.July 1. abotn 1,000 w tf'e lt~t•ndtd .tx monU..., the)' wo1,1,kl prtftr 
ror ~ .. r.-.rt"M. Wt~ '~ to lOIWl ap 06 n•"• plann. 
,-.dllft- .uJq ra,W. MtNliiJ lt WOOid M IMCtH", Lhq 
,.....,.... tlla DNIIl for theM ,..,..,. to ..,.,.. ,..,... t..te4 ..-du 
............. te ... Y>t: ""-..... It tbl:le ~ ........... ..,...... 
...,. ._..,., .......,. ..... \Mt MUJ rewtt .r theM t.U. M 
,...,. .. enlt: ..... "" \.be .....,, .. HCn!U ._..."'" 4111dotM. l.btM lwt~ldll lt ._. priorhy. co"'ld be MilA!• da.t. -at.d, Coft,rrea 
uaU.a.bt• tor .ale to tbe Alii••· caa objtf:t u lor~« u tbe 

Som• or t heM ptt.n••· IAchadlna oc J1,1,ly 1. Itt I, 11 met oa •PI,.''""'' lb• lltut. dl'll•bOmben mmt. ' 
b~kPM<I punult cra ft. 100ft Tbf! rr.nltb pt.kl • 'Premium 
IN .thred &4 Brl\111.1" ud A,OOQ - aJr,&IIIM motOC'" In 

........, •• cttf- ef6dal.. .... ,..., t• ltaulu ·~ ...: 

..W tlaal a.d 4ecaDt .., ..c. IMd '*"" -ciM ,a.ata. '!'1M .... u..-. m··~ .,. ... _ •ra-.d-t~te!NWW.. 
atc.'t -., e...aav... u.. --· '*' ... ty ~r \be7 c:a:o 

M Pre.~•-• RooHv.!t •~.&* la J!lat~H pf'OIIIpt.ty aM ot a type 
h~ pet• ClODfeN:Me Oft T\l•tlllly, l p~bl• of mMtlnc tM late•t tnt 
thl fl-40, 011 whkh the um)' I• IM\IY man we .. fr.thmltt 110 and 
bt«innlnc to cet ptOduc.tkm. wtu Pr.,ld"nl ROOHv•lt ha• 
ttt '"ade a¥'1l.Uable to tb• Alllu and dear hb df!tlr• to aJII 1be AJU.,, 1 other fo.r«~ buy..._ ton•• 11 ... lliJ mtaJ\au• •~ of war. ewe• .,,.,...uy U.. ....,.~ J..a.tat ,.-odwt'loa fllvt.• 
........,., .... ....,.at __.. u .,..etaJ Mh ......,_. tMt O..rm:a.!Q' ._ 
•pHdiArJ:tn ......... ..c. M ~ ... .....u.-. Brita•• _. Fn.~Kor 
.. • .. ta:ta ~ rw ~--· Mk. -.blaH ~ r~tP,. to,...,.... 

.. - . . 18 
1940. 

PLANES FOR ALLIES 
NOW SEEM ASSURED 

A lJfliTISH VIEW OF CASH.AND.CARRY 

Washington Agreement Opens 
Way for Belligerent Buying 

of Latest Army Types 

• Ky FRA..YK L.. KLCCKIIOIIN 
WASfiL."\GTON, Mu~h 2S-The 

hOPH of GtN.t 9rltaln an.d France 
for buildinr up IH'Id mllhttalnlng a 
nef't f!tloPAbt. or Cl.,•aUn&" 1he Gu
m.a• a1.r ton• dden1 deJ)eed upoa 
tbt abllltY of the AU~ to obtata 
a a&rp num.Mr et ,.._ m. tbe 
tfaud Stal .... ....,. ,.... .,.,.. 
~ IM'W ~llkPt1- ..... ~ 
whrr~ Pre:tidtllt n .... w-tt tMk!atf'CI 
I hat llttf' IYPtf of AmN1e.ft J)ilt'lesc bM" tl&atH by the Brfll•h pU.rPf»H. 1lru:o 
would ~ rnade avallabte to bc111s· Dnu•1•• and Lotkhe«< piAMI, mentAl pa-nu ••r• not in 
rri'nta and oftldal !)lana for milk• I ncluded h~ 'ht" fi,-uret aH tiOn, -rt 1~ lllU't mllllaf')' 
inJ" 2.GOO PiAM• fldf'red bt !.he about 11• thou.nd alrpla.M mootorw Tbe NCOIId wu W'h•ther a 
A~rk:ao Ano1 av.Ua.~• tor ...t. whk:h Fn11c. tmit:rtd. u .oon u aomt.r of p~a,. .. '-1"1 prooctuad 
to ~ ud rr...at• .n.nd com- U.. war .. aned. ,.udJ&It7 ,.. tor Ole a.nn7 .....W N .W to tlM ''"*'" two -.w ,....SIIIIde.c ~,...s.. .ua-. 

A.ftH" .,.,. -..tf ~lltr.-. tel- TM ~ paW • ,.,_._ et ~ ""'-'".-t ......, \ba.t 
~ lnft'li.aJ• Of n.alllitll" •t~ A.IOt a ...._or tor .aC'h 01 ._..... ,ndl allila.fT ..cnu u 1..,.._ 
n•l• 'lriU. Pu•Wr11t ReoMvth. a f:ll~ •a onkT to Pf"'"'N• for .X• -~~" p-. .... .,._t..rc..-. .ad 
d~IJOD In princlp .. wu r .. c.l'lfo\1 I ,.n.IOII at tho Pnu·Whltney • "' homb41chte wautd be turnM (1\"U 
011 Jl"rrdf.1, oftldal1 •ld. to ''' lbe Cul'li•Wrl,l!'ht pt..nt.. \\'btn It l• to ttl4 AIUt• a11d OU\lr fonJp bQ,.. 
Alllu buy from prlva1• ml.n\ltao- <:01\tldtrfld lh1.t tha t.rrtr ll.lrpoiii.I'IO ._,.. wltb tbt plan-. hIt pen1tttl'lt· 
1\ntl'l a number or UI•LIIHI. plant!• •r.~.cln•• t'Oif\ $12.000 to 1~000 lh• Jy rumored, atvtf1.hei1N, t.tult 110m4 
ordtt"M by uw Amtrl~.n Army. 1,.. 11M ol U1a pnmJwa tt.. rnt~elll •l•m~et. l11 '-"• Act!IU.at.tratioa ~~ a.Lrpla .. 'lall\ p.fM\IIC'tiGa paid Ill oord•r tO~~ MaiM arpe .. polltkAI ......,._ tMt lA 
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,,.., ttl.r-ew a •rob In U1<1 Wh•t1•. con•Wered u a eo11t1JbaUOn and, 
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.J TRICTL Y CONFIDENTIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn March 25, 194<> 

TO Secreta~ Morgantb&u 

FIION )(r. Cochran 

At the inaiatent inYitation of Proteaaor Charla• Riat, I dined alone 
with hie in his epa.rtaent at the Mayrlower l!otel Satur~ night, Kareh 23. 
Proteaaor Riat had ~nt the tirat part ot the week in new York where he 
had talked at length with Mr. PurYia, and bad been in touch with the State 
Department since hia return. Be plans to go to New York again thla week and 

later visit Ottawa. 

Proteaaor Riat aaid that the diaeueeionl which he and hie British cel
l~ had been ea~i~ on with the State Department had denloped to tuch 
a point that a State Department coc:nunlqu6 reportt~ reaultt would be drAfted 
th11 week, probably on Tuea~. It it not yet certain when the co..uniquj 
will be relaaaed. Rilt tho~t that it •icht be d .. ir&ble tor it to appear 
alalott l.Jmediately, vi th the ide& that 1t mi£bt help toward. the extenaion ot 
the American legislation t or reciprocal trsde acreemente. He said the State 
Depart ment was apparently in no 1111ch hatte. but hoped that the coiii!W1iQUt 
could be gotten out when the two uperh actually quit 'laahlnt;ton t or New 
York end Europe. (They ~ remain in New York a few days before aaill~, eo 
the dnte ot departure troa Waablngton would probably be the date tor the 
communiqu* to be made public.) Proteaaor Riat aaid they had made procre•• 
on moat of the pointe vbich had been rahed. l!e hopea that moat ahipp~ 
dit!ioultiea can be oYeroome by the eatabliahins of an Allied Control Baae 
on t hia aide of the Atlantic, at Halifax or aoee other Cennft!~ port yet to 
be deteralned. l!e eald that the llritlah were upectl~ to r.ake ao~:e con
ceaaion toward purohaainc Aaeriean tobacco. In r ecard to interception ot 
J..Mrican m&l.ll tor GercaAT, Rlat atated that while t he Allied policy ,.. 
&flt.inat our traatlee and apinat law, they could no t clve up thla practice 
and would not yield to our proteata. Be inaiated that thia oheckinc of mail 
to Germany waa most uaetul to the Allies, yielding actunl tunda, industrial 
diamonda and other Yaluablaa, aa well aa i nformation. It the Alli ea are not 
willin& to change thia laat policy, I can underetand hesitancy on the ~t 
ot t he State Depart11ent t o release the c oii!IIN.IIiqu6, since both Ooncreu and the 
public have been perh&pa more perturbed over the i nterference with our 11&11 
t han with &n7 other acta ot the A!Liea. 

Proteasor Rlat emphaahed, aa had. Mr. Pun1.a in one of hie conYerea tlona 
wit h t he Secretary, the tact that our neutrality leclalation &&Yea ua tree 
direct contact with Gen1&117 , eo tbnt all ot the co~~plalnta which we han aa a 
reault of t he war come froa Allied act ion , and s iYe riae to ill will on our 
part toward the Alll ... 

The Profeaaor h&a obYioualy been ~riaed and diaappointed by certain 
.. nthoent whlch he baa found in t hla count~. He atated that tor 11011th• be-

tore the outbreak ot hoatilltlee, tte tlllihd Stat .. thronch lta hi&heat ottlcl&le 
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at holM &.n4 abroad, ae well ao throuch the Pr .. a, had been IIICO~in8 the 

veateru de~ocraclea to do a¥&J with Hitler e.n4 everytbiag the dictator• 

ate.nd tor. !low that the JJ.Uea han entered a •r toward t bh elld, no aa

slt&IICI troa the U11lted States ia torthcoai~~&, alld ahe.rp criticl .. arlaea 

20 

vhe11 any Allied acta inconvenie11ce ou.r country. Riot atated that we appare11tl:t 

were deten ined to at&J out of the war, eve11 thoucb the l)'lllp&thiee ot ninety 

perce11t ot ou.r people alpt be with the J.ll1ea, e.n4 that with thh deten~lutlo11 

havlll<f been eatablhhed, we arr&JI61 all our pla~~s accord1A&l7 e.n4 interpret 

everythi~~& tovt.U'd that e11d. 

b a~~awsr to rti7 queation aa to whether the Tialt ot ll.r. liellea to Europe 

had e:IJ:1 effect upo11 the Dal.adier Governae11t, Prof .. aor Rht replied 111 tbe 

11.egat1ve. Ke atated that there vaa aD eleMnt 111 Pra~~ce which hoped for peace 

!l.lld ,.. <[Uick to eei:e Mr. Wellea ' visit aa holdi~~& out aome chalice for the 

United Statu e.chievi~~& & peace plM 1n Europe. To thia exte11t hie Tiait might 

c~11celvabl;r emburasa t he :!'reiiCb Govermoe11t, determined on purauing the war. 

Riot dellled, hovever, that Mr. Vall .. ' Tialt ha4 contributed t o Daladler'a fall 

a a Premier. Riot explained quite tr~ that there bad bee11 a growblt; Jeal-

ousy between Reynaud and Daladier tor some time. Daladier hnd been annoyed at 

some of Reynaud' • rece11t apeechea ill which Daladier thought Reynnud vna apeak-

ill& DOre in the faahion of a Prime Minister ot France thall in hh r ole of 

Miniater of Finance. On the other hand, Re:nw,lll baa re=ar«ed about Dalodler 

beinc Prime ~!inhter several timea while under aixt;r ye&ra of a,o;e and that moat 

of t ho other Prime Miniatera of France have reached thla post before sixty. 

lle)'Dilud nov beln& sixty-one or alxty-tvo Just could not vait any lont;er to achieva 

his great ambition t o head the Govarnaent. Riot atated that before he left 

Europa the feell~~g betveen the two aen bad beco::1e eo atroJl« that the top an iA 

the J'orelgll Ottlce, which Dall'ldler actually beaded, asked Riot to l.ntervene with 

Reynaud toward utabllohitlg better relations. 

Riot thi llka the Reynaud Government WJa:f .urviva t or eo- tlae. It 1t ahould 

fall, be expeota Dall'ldlar to returu aa Premier. So long aa the Re;rnaud Goveru

ment holda on, he la convinced that Dala41er will contlDUI aa War Mlniater there

in. Riot doea not look for an;r draatic ch&Dge in war plana on the part ot 

?ra~~ce. Juat aa he belittled tho idea of Wellea Tidt canal~~& Dala41er1 a down

fall, eo did he deey tbat the J'innlsh cataatrcphe had been ruponaible t herefor. 

The cause ot Dclad1er1 s fall vaa, therefore, one of internal politico, rather 

than international pollay or a111tary tactics. 

Proteaaor Blat told ae that Aaalatant Sacrotar;r Grady of the Department of 

State had let hla know that he, Gr&dT, vaa the Chairman of & cocoitteo vhlch 

dealt with 110ral aabart;O queatlons, Riot conoe<[ll"ntl7 intellda to talk with 

GraAT in regard to hle problema. He stated that he did not doalre to bother 

Secret&r,; Morcenthau with theae detailed mattera . Riot atill ahowed aoma of t he 

disappolntaent which he dlaplqed in rq office after hie 11Mt1~~& with tbe Secre

l &r7 vbon the two .l.:abanadora proaonted the tvo Allied e:~:p~rta. He had undonbt

edl7 coae to thla countey with the conviction that all he bad t o do waa to 1181ce 

known hie requnta to tho Secretary ot the Treaaury, and t he noc .. ear.r would be 

dono. I emphasized to Profoaaor Riot the extent to which Socretar.7 Morcentbau 

baa bean of real aaaht&ACe to PurTle an4 blo villlnDl .. • to continua &lone tbe 
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the l i nea whore senuine aer.i ce can be accompli ahed. I t old Ri at that PurYte 
ehould continue to have c ontact wi t h the Treaaury Depar tment , and ehould not 
t ake up mattert direct ly with the State Department , even t hau&h Ri at .., die
CUll atrategic materials with GradT during hie preaent Tioit , I added t hat 
Riet lhould report to Purvia aD7 .uch convereatlone, eo t hat PurYta will haTe 
the complete picture. Riet tho"&ht that the tJnl ted Stat es a1gbt render llllCb 
t;reater help through a policy of bu,ylng up etrategic materlala. He mentioned 
copper part icularl7• I t old him that there would eeem to be no poeaibl l it7 
of our consider ing copper a material of which we m1g)tt be abort , In view of 
our tremendoua copper reeourcaa and product i on c~ity. When he goee t o 
Ottaft later, Prcfuaor .Ritt will dhcuu nicltel exporta. He aetNd anxioue 
that we be convinced that Canoda 11 nov doing the nacetaary toward kee-pi ng 
nickel fro• Ge~ and au .. ia. I aaked that PurTle pau on to Secretary 
Morgentblm an)'ihilll; nev on nicltel, alnce t hh wbJeot ..,.. of epeclal inter est 
to the Secretary. 

Profeeaor Rlet more than once expresaed hie annoyance thnt In epit e of 
the big inoreaae of French i~ort e f r om t ho United St atea , Governaont officiale 
in thie country expect France to go ahead and purobt\ae all of the ocomoditi ea 
from America which abe obtained here befor e hor progrem of war purohaaes 
atarted. He eophaaiced the dif ficult7 tor t ha Alliea of obt aining neceaaitiee 
alone on t hla aarket in the face of our cloeing credit fe.c1lit1ea to them. l!e 
contrcated the preeent eituation with that which obtained during t he World War. 
While he said he dld not want to take the oocaeion to 0prcpagandice• me , Riot 
etated that before the war it over the United Statea in ita own intereat would 
come to givinc f inanc i al aeaiatanoe to tho Alli ea. I made no reeponae , except 
to adl:lit tMt I realized that tho wo.r vaa being onrried on at a.n appalling coat , 
even i n ita preaent state. 

J.fter the war, Riat expect a t he f ranc to be devalued to web an extent 
that l'rc:e will not be able to purehaae aJ.Cb on t he kerican Mrket, but ehould 
attract tourhta and capital to that country. l!e hopes for a return to an in
ternntional gold atandard, and belie••• thnt t ho United Statea will have t o 
aaeume the predonlnate role in effect!~ t hio return, t hrough granting loana in 
dollars and gold at a very l ow rate of interest, Ho ridi culed tho idea of gold 
loena during hoatiliti ea , Ri at atlll oeeme to ta•or a gOl d standard handled 
through central banka rather t bao through atabillzation tunda. 

Riat thoQ&ht that ecoooa1c and financial arr~ementa betwan l'rance and 
Great Britflin were working t110othl7. He de"pr11oated the pceaibiUty of England 
dll<lp1ng manufactured goode abroad thr""€h a depreciation of aterli~. Wit h 
!ng!ioh labor ao tied up in armament induatriea and with the hith coat of imported 
mater iela, freight and in.urance, he aav l ittle likelihood of Great Bri t ain e~ 
panding her exporta. l!e -• aurprhed at American anxiety over thil, and oYer 
the peat- war threat of an Anelo-Freneh cooperation which would be to the detr i
ment of Americao trade and economY• Riat could not refrain from aome rat her 
esuatio re=arlta about Governor Mont&f:U llormNI of the Baolt of Enclaod, who 1a 
hie pet aTartlon. l!e bU..Od Jloraan for the An4;lo-Atler iean war debt aettleaent 
on 1Epoaaible tenoa, vbich obllled France likewiae to ~· to an i apoatlble 
arrlllle-ent, paving the 't/&7 for tho defeulta which nov haYe oloaed our capital 
market to the Allieo in thia time of greet need. 
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TREASURY DEPARTMENT 

INTER-OFFICE COMMUNICATION 

DATIE March 25 , l91j.O 

Secretary Morgenthau 

Mr. Haa~• 
Railr~~ght moveaent for eXport . 

Exoort freight r eceipts slightly higher 

Recei pts of freight tor expor t at North Atlantic porte 
increased slightly during the third week of March . (See 
Chart land table, attached). Receipts tor export at New 
York rematned about unchanged, while those a t 9 other North 
At lantic porte increased furt her to a new high for recent 
months. 

Lighterage freight in storage down slightly 

22 

The volume of lighterage freight (largely for erport) in 
storage and on hand tor unloading in New Ycr k Harbor declined 
slightly further during t he week ended March 16. (See Chart 2). 
While this marks the third successive weekly decline, the total 
has been reduced only moderately from the peak reached in 
February . 

The volume of freight actually exported from New York has 
declined for the second success i ve week , but the average f or 
the three weeks of Karch remains somewhat above the February 
average. (See Chart 3 ). 
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RECEIPTS OF FREIGHT FOR EXPORT AT NEW YORK 
AND AT NINE OTHER NORTH ATLANTIC PORTS 

23 

Week ended Nine other North 
1939-~0 New York f{ 

In 
At1ant1o porte Y 

oar load e) 
October 2g 3,707 

November ~ 3,562 
November 11 3.5~4 
November 18 3 ·l3 
November 25 3. 97 

December 2 3.~35 
December 9 4·922 1,~48 
December 16 ,ou 1, 5S 
December 23 4,8~8 1,602 
December 30 3,856 l,lo4 

January 6 4,000 1,251 
January 13 4,0~6 1,~33 
January 20 4 ,0 0 1,557 
January 27 ~.389 1,825 

February 3 ~.27~ 1,498 
February 10 4,614 l,g90 
Febru&%7 ~4 4·97 1,6g7 
February .550 1, 7 

Karch 2 4,577 2,4fg 
March 9 4 ,059 2, 8 
March 16 4,072 2,577 

!/ Source: General Managere' Association ot New York, Daily 
Report ot Operating Conditions in New York Harbor. 

Y Source: Aeeociation ot American Railroade,Car SerY1ce 
DiYie1on, Report ot Carload Freight tor Export 
and Coastal Vessel Movement . 
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PARAPHRASE or TELECJIW( RECEIVED 

J'ROH: Alaerioan Embau:r, Rio de Janeiro 

NO.: 12:5 

DATE: March 25, 1940 

Reference is made to my telegrams no. 119 and 

120 or March 19 and 20 , respectively. 

I am intoi'!Iled by the Director or Exchange that 

he i s arranging today, pursuant to instructions trom 

the Minister ot Finance, t or t he distribution ot 

t oreign exchange tor t he payments on the Brazil ian 

t oreign debt wnioh are to be made i n April. 

U:EB 
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JI 

Secretary of State 

Washington 

126, March 25, 5 p wm. 

My 117, March 19, 2 p. m. 

GRAY 

Rio dE Janeiro 

Dat£d Mar ch 25, 1940 

REc 1 d 3 :50 · p..m. 

I sent Aranha the Council 's question in 

writing and he rEplied today in writing as follows: 

"In reply to your lEtter o r the ninetEEnth of this 

month I havE the honor to inform Your Excellency 

that thE Brazilian Gcv £rnmcnt will inform thE bond

hol dErs whEnEvEr it avails itself of thE provisions 

or article 1 {6) of d EcrEE No. 23, 829 or FEbr uary 

5 , l 934,which authorizEs it to acquirE bonds in 

t h E markEt" . 

CAFFERY 

CSB 

28 
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TREASURY DEPARTMENT . ,. 

INTER OFJriCE COMMUNICATION CONFIDENTIAL 

Soorot~~thao 

Kr. Baa~ 
The Bus1nees S1tuaticn, 
Week ending Karch 2}, 1940. 

Conclusions 

oAn Ma'rch 25, 1940 

t:9 

(1) The business situation conti nues t o present about t he 
snme picture as i n r ecent weeks, characterized by (a) a gradual 
further easi ng in industrial aotivity, following sharp declines 
i n January a nd February; (b) Yarious indications that t he de
cline is levelling out, although some untaYorable influences 
persist; (c) no olear signs ae to t he time of t he next upswing. 

(2) OUr basic business i ndices tor February, whlch are now 
available , indicate that production i n that month dropped below 
the level of basic demand, and much below t he l evel ot offtake 
t or manufact ured goods . Thls qulck correct ion is in marked 
contrast to t he situat i on in 19}7, when production continued 
high t or halt a year after demand tell ott , piling up exoessive 
finished-goode l nvsntories . 

(}) An encouraging development ot the past week has been 
an upturn in steel order s, as reported by t he U.S . Steel 
Corporation. Trade reports do not indicate that any large 
increase in the volume of ne~ steel business has yet occurred , 
t hough an improving tendency 1s noted. 

Production being r apidly adjusted 

The rapi dity ot t he adjust ment whlch industry has made in 
the tlrst two months of thls year , following a moderate excess 
i n pr oducti on late in 19}9, is indicated by our baslc business 
indices t or February. The FRB index (preliminary) dropped 1 
noi nt belo» our index of basic demand, vblch declined slightly 
further to 110 . (See Chart 1 , upper eeotion). The downt urn 
in t he basic demand i ndex over the past several months has 
been very e1m1lar to that i n t he same period ot 19}6-}7, but 
the trend ot production has been markedly different . In con
trast to the rapid adjustment made this year, production in 
1937 oontlnued high through August, r esulting in a serious 
accumulation ot finished-goode inventories. 
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our index or sales (lower section or chart) continued high in February, holding at the J a nuary figure of 122 in t erme of t he FRB index. The marked contrast here with the s ituation in 19~7 is also noticeable. The offt ake of aanutaotured goode weakened in the early months of 1937, partly because or steep mark- ups in prices resulting from increased raw material and labor costa. Due to ita depressing e!teot on consumer buying, this pri ce and wage maladJustment was part ly reeponsi ole tor the piling up of inYentoriee in 1937. 
Steel orders improve 

~ J 

An upturn in steel orders last week ada ed an encouraging note to the business picture, which otherwise rema ins about unchanged from that of recent weeks. New order s reported by t he U. S. Steel Corporation t or t he week ended Karch l~ rose to the equivalent of 53 per cent of capacity from 36 per cent the previous week. (See Chart 2) This is but slightly below the present 56 per oent production rate of the Corporation (lower section or chart). 

It will be noted that the u. S. Steel Corporation has reduced its product i on rate rather sharply in the last two weeks, apparently to prevent further inventory accumulation. Shi pments are now reported to be slightly above the rate or producti on, indicati ng that the company is no longer building up stocks at mille. The independent steel companies are oper ating at a higher rate, and have no t reduced their product ion in the past t wo weeks. 

Trade reports do not indicate any large increase in s teel orders tor the industry as a whole, although some signs ot i mprovement are aeen. Reoorta in the press l ast Saturday f rom t he Youngstown and Birmingham distriots indicate a slightly better volume of new business, with a further increase expeoted when spring actiVity in the automobile and oonetruct1on induetries gets well under way. The Iron Age mentions that export sales continue to expand, and that steel exports eo far i .n llaroh are running ahead of t he February totals. 
It is worth not1oe t hat the i mprovement in steel buying ie occurring without the benefit or rising co~dlty and security prioee, which f r equently are t he impelling ! actors in increas ed buying. This suggests {l) that the current buying 
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is of a fairly urgent nature, and ( 2) that any strong upturn 
in the oollllllodi t y and stock markets under present conditions 
would likely bring out a heavy volume of new orders for steel. 
A noticeable increase is reported in the number of new orders, 
as contrasted wi t h t he total tonnage, which i s taken in the 
trade t o indica te t hat an inoreasin.g number of consumers are 
running short of steel. 

New orders index h.igher 

The improvement in steel orders has been largely respon
sible t or an upturn in our weekly index ot netl orders (see 
Chart 3) although textile orders were also slightly higher . 
Or ders t or products other t han steel and textiles r emained 
unchanged t or the week , following some improvement during the 
latter part ot February. 

Our monthly i ndex of new or ders, which covers a broader 
field than our weekly index , declined somewhat more than usual 
in February ( see Chart 4), reaching a level equivalent t o an 
FRB index ot 9S (unadjusted). The actual FRB unadjust ed index 
tor February (preliminary) wae 110. This does not necessarily 
mean t hat production Will decline to the 98 level, since un
filled orders continue to be an importa.nt sustaining taotor. 
It does show the need t or an improvement in orders rather soon, 
it a further decline in production is to be avoided. 

Our estimate or untilled orders at the end ot February 
( lower section ot ohart) shows them s t ill materially above t he 
average level of recent years . Since t he upturn in orders in 
lat e 1939 was heavily concentra ted i n t he capital goode indus 
t ries, t he present untilled orders are r epresent ed in part by 
work i n process on such thinge as machine t ools , ships , l oco
cotivee and fr eight oars, and ai rplanes. 

Year-end inventories reflect work in orooess 

In view ot t he t act that our esti mated i ndex ot untilled 
orders at the end ot December was not ta1• trom it s peak , and 
approximately equal t o t he highest level ot 1937, the published 
year-end i nventory figures ot industrial corporations were 
doubtless eXpanded at that time by raw mat erials bought for 
filling t hese orders, by semi-finished goode, and by tiniehed 
goods not yet delivered. Thi s type ot inventory expansion, ot 
course, ia or little or no significance as a business factor , 
since it does not represent goods t hat are still to be sold . 
Such inventories vanish when the orders are finall y tilled. 
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Some additional light is thrown on the year-end inventory 
s ituation by data from corporation reports compiled by Dun and 
Bradstreet in the Maroh issue of Dun•e Review, shown separately 
for the retailing, wholesaling, and manufacturing groupe, in 
comparison with the 19}9 volume of sales by these groupe. The 
summary figures (preliminary) are g iven in the following table: 

Retailing 
Wholesaling V 
l.!anufacturing 

Comparison with previous year (per cent) 

Sales, 19}9 total 

f7 
17 

/lS 

Inventories, Deo. J l 

f ) 1/ 
fll-

f9 

1 Based on e xperience of independent retailers only. 
Sf Based on Department of Commerce estimates. 

It will be noted that the inventory increases at t he end 
of 19}9, a s shown by this compilation, were relatively modest 
i n comparison with the increase in t o tal sales for the year. 
In the wholesaling group, however, for which the dollar volume 
covered by the s ample islltll&ller than for either of the two 
other groups, an 11 per cent increas e i n inventories comparee 
with a 7 per cent increase 1n sales. On the other hand , the 
t o t al sales for the year may not be a f air basis of comparison, 
since they are held down by the relat ively low sales dur ing the 
fi r st g mont hs of the year. 

Prices of industrial materials lower 

The prices of i ndustrial raw materials declined las t week, 
af t er hol ding relatively steady during the previous week, while 
prices of fo odstuf f s recovered somewhat from their earlier 
sharp decline. (See Chart ~) It will be noted (a t the left of 
chart) that the index of lri~uetrial r aw material prices has 
followed the general movements of the New York Times index 
since early Sep tember, whereas the index of foodstuff prices 
has moved 1naependently. 

Lard and cottonseed oil futures have improved noticeably 
after their recent substantial drop. Soap manufacturers 
are reported to have been heavy buyers of lard on the decline. 
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Loose lard actually sold ror lese than tallow, t he ohier i ngredient in the manufacture or soap , so that lard i e competing with t he lower-pr1oed inedible r ate and oils rather than With the 
higher-priced edible rate and oils. 

Sensitive commodity prioe i ndices, both in t hi s country 
and in England , continued t o be influenced by peaoe news during t he early part or laot week (see Chart 6) but recovered l ater when rumors or a general penoe movement were shown to have been unfounded. 

The decline in Reuter's index last week carried it to the lowest figure since December S, 1939 . The gene.ral l evel or 
commodity prices in Great Britain, on the other hand, contin
ued upward during February, ae indicated by a rise or 3.0 
point e in t he Board or Trade price i ndex tor 150 commodities. Th1 e represent s a gain or 31 ,er oent einoe last August, wh1oh 
comparee With a gain o t 5 per cent in t he BLS all- commodities i ndex ror the United States . 

Business i ndioee slightly down 

Both the Ne~1 York Times index and Barr on's index showed 
tractional declines during t he week ended March 16. Barron's i ndex (ad justed) declined .2 point to 103.8. The New York 
Times adjus ted index (shown in Chart 5) declined .S point to 95.2 , with t he indice s or aut omobile production and miecel
laneoue oarload1nge showing t he large st downturns. Preliminary dat a r or the f ollowing \leek show some further decline s in the automobile and steel indices. Automobile production was re
duced to 103,395 unit e !rom 105,720 the pr evious weak, owing 
to a shut down at one pla nt over the Good Friday holiday . 

Steel outout tor the current week, ae estimated by the 
American Iron end Steel I nstitute , ie eoheduled at 60. 7 per 
cent or industry oepacity, down 1.7 pointe from last week' s 
r a te . 
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TREASURY DEPARTMENT 1.0 

INTER..QFFICE COMMUNICATION 

OAT& March 25 , l94o 

TO Secretsry ~.orcenthan 

fi'ROM ~. Cochran 

The ll., Yor k forelcu exchaxlge market today vaa atlll UDder t he intluenee of 

the Zuter bol1day prnailia,; in the principal lllll'keia abroad, and the atte~ted 
execution of foreign bank order• t o sell a terlia,; forced the quota tion for that 
currency dovnverd to a nev aenn-year lov, Mter opea.ing a t 3. 71-l/S, aterHa,; 
moYed off to 3 . 68-1/2 by nooa.time. Some comerci~ demand came into the !IW'ket 
duria,; the eerly etternooa. and t he rate returned to 3 .69-l/2 . It then declined 
ateadi ly to t ouch a lov of 3 . 68-l/4 just beforo the close . The fin~ quo tation 

..... 3. 68-1/2 . 

Salea of epot aterlia,; by the d x r eportia,; banlta totaled l.llos ,000, fro• the 

fol.lovia,; aourees: 

By eo2mercial eoa.eerne •• • • .••••• . •.• .•• •.•••• . .• • •••••• • , llS,OOO 
By f oreign bank• (Europe, Far Eaat and Sout h .beriea) ... , 290,000 

Total • ••• • 40s,ooo 

Purchases of spo t atorli ng amounted t o '261,000, as ia.dieated below; 

By commercial concern••• • • • •• ·•••••• • ••••••••··· •·• ••••·' 24) ,000 
By foreign baa.ka (South America) •• ••••.•••• • • •••• . ••••••• 18 ,000 

Total ••• • • 261,000 

The f ollowing r eportln& banb sold eotto11 billa tot~in& U 4 ,000 to t he 
:Srithh Control on t he baah of the offici~ rate of 4 . 02-1/2 : 

• 11,000 b7 t he Cbaae NatioDAl Bank a ,000 by the UatloDAl City :Ssnlc 
• 1 ,000 Total 

The rate for the French franc followed t he courae of t he aterling quotation 
and r eached a lov of . 0208-3/4 a t t he cloae. 

'l'he other hlpor tant currencies c1oaed aa follova: 

CN1ldua 
SVlaa franca 
Belpa 
Canadian dollera 

· 531~1/2 
. 2242-1/2 
.170'4-l/2 
1~ dhcount 

We purchaeed $10, 000 ,000 in gold from t he earmarked account of the Bank of 

hone: e. 
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41 
n. J'e4eral Resene :auk of lfw York n porte4 t he followiJI& sh1p-h of 

gold I 

$ 4, 916,000 from SwitserlaD4, oh1ppo4 by t he Svioo B&Dk Corporation, Zurich, to 
iho Sviao B&Dk Corporation, lfev York, 

536,000 fro• tho llotherlaDdo, oh1pr>o4 by iha '!ventoche :auk, .&.uter4a8, for 
account of the 011arAAt7 'lruat Co. , Lon4on, to t he Guaranty frwot Co. , 
lfev York • 

.,...$ -=5,...., 452==""', ooo= !o tal 

Tb~ abon oh1pnenta will be ool4 to the U, S. AU&7 Office at !rev York. 

Since there vaa a holiday i.n bOth Bombar aD4 Lon4on, the dlnr lll&l'lteh in 
thoae citiu were cloaed. · 

Ben4y end Harcan ' a and the Treaaury'a pricea for foreign ailver were uncbeAged 

n t 34-3/41 an4 351 respectively. 

'o'e 10114e seven purcbaaeo of oilver totali~~t; 558,000 ouncea under the Silver 
Pure~~• Act, all of which conaiated of new production tro& fore~ countries, for 
f t>'NIU'd delivery, 

C 0 f'J F I D E :'.J T I A L 
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Pre 

::ell - ·-""" ee"'d1nr- •·on do-..':'1 an .. -hin- un1.enr t· • s 
,lr-" t . - , 7(' eept not !.n""' f'O f~r. 'i te:-;t- 1 t .,ou 
d"n ' t '""n " "n:· cnb"'rn or ru """"'P-r~es ?!" onvthin,. 
o .... tl:e aort . 

f."\ TV' • 

(\ .. , . 
All :-lr-ht a::.r . 

l-:cl.l? . 

0 .• . . 

"c'lo . 

Good ,.,ornln · e!r, "l.O\' rre you? 

?1r.f' . i -ot •·o'J.r 1 ··,r . : •::1 dell-' 'ed About t l,e 
rne~•r.rc - aho••t t h o "l.olll\ ~oyce en-!ne . 

Yon 111r . 
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- ? -

'lo\1 t\o.rre 1 G no ato-·a::> on thl' t ? 

~hrt 1n " E\PlP . 

·,:ell ··-en ""~t : 1 C. 11'·,. ;rou to co t:oulu be .,r:rronell.v 
to <:-n1' ll"'' f'"e~D!'Pl Ar:1oll" . ~p1lo . 

Anc tr1 1 ~"-en£>rp1 .~rnoltl t~r t I tl.l r~>cted you to 
C/111 h1, . 

n,_c,.~,,.e _,.,•re ' s on'"': v u:o -:1- 1n~s "!e r;a.,ted. ?.'~ 
~ren": rCI tl-.,~e n!r ettac;-eG 1:1 Loncio:"l . 

And thnFI!' t1·:o E'n"'lneP . 

And he hal' bo t.t of trP., no1• . 

::ee but I w~tnt h ! - to '-:nov ~hl't ,,d ! vnnt hi., 
to l'.:.'l0\1 t"t>t ! 1 .., asY.ln~ vo•1 to tell hl"l c5.1rpct . 

·el' n' r I'll do th"t r>t once • 

See? 

''es n1r. 
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"c, l T q 1 -,t 1 ~ <·o l•i"' cor• ' Onn N' we "tnt~!'> 

t p1 '-1n'"" . "o': : •··f hPd R ~r~t 1 n~ , t....,r lrnt houl'·, 
" i t h !'rott, hi' upe ir •·tn '"lo"nin- at ninl' P~c'! 
I' """ "C~d " n · _, "' .. e~'"m 1 n t' , ~,,,c· ... th~ o l' !"tl'r
:loon . 

~-e~rrn '. ":-ott . 

(1)'> )IP I' • 

Arc1 hr cr·,p i l' . ,, - -, ,.. dr~"t of P .,,.e• en·ftt1on o" 
">Ol l C ' l . 

A"1C .. "rt !.r ... , ·::P ""'~e"" ,.,..te~ • o t:-e -,r-n~ ... f"'ct,,r Pre 
to-orr-n·· C'• " I"'!Prt " ~-- h,.r,.. f' .. t t-ro ..., . .., . 

Ann I ' ., to .,.~t 1n to 10h \ri th t '·e oiff erent once 
d•1r< n- t"'" ~P:t, , "!or t o" thP"l 1'1'(' hrre P!J " '"'att.r r 
o! ""net . 

Ani\ ~hPY ll"'"'"rentl y "P~'" •o '?l ey ball. ':'hPrl' ' ,. 
only one clerrP'1ce ~o ··p h"d still end t l"l' t ' r 1:iti': 
t·~C' ·•un1 ~ions 1o!'rd tlricr I don ' t thin~· a!'lountll 
to rnyt!.1n- at all bf'CP'Ire t:-1r has been derir-nated 
e. a the ")Olley th~t th"Y' rc to 1'ollo~· i n thp 
~utu:rco . 

I oe, . 
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Ant nl·et• 1nctc;entl' 1 ly hpn bf'Pn de51,..rPtrCI I' A 

t"'e oontnot b t\:eE'n .,.,,., Prr~ 1.t" f' nt • B ~')l'rd t>nd 
t"'e '.ll'r Pr,..,rrt.,ont on 1'11 "1rtt~ra "lPrtr1n1n- to 
l'cr0'11'11t\cr . 

''}>tc" 11" P11 rt-h~ bC'CP'lSC it "Utn h'"l in P '11111'1' 
~E' Phould ""~e been n11 tl e tine • 

And thn "lroocclnre , T ' "l !lent'l l n<- 1t r>l.on- 1n th" 
"lOUCi' todny , flOO 1"8 VOU 1• ~ 1.1 f'Cf' it fol.lOl'O r10"J:> t 
alonr- t~ r l l nC's o ... ,,,,, t tl" r Prt>Gident con tE'"'"lcted 
w'lcn hr ~>e t t'" 1 o "'oP~'d u,., . 

'"e ... . 

A."lf, t~c,. • r,.. c'0-1!:- to t' c ~onrd !"!.ret t~ C~!"' 

contrcte -

Our nonr!l . 

Yer . 

• 

Llaalon ~O"rC J L1~e1on Po~n1t;ee , t~e - -rett 
1n turn ""'on• '""Cts tJ:e "'!rn'J~nc•,:rer !"or I' d1~C'J~r1on 
o"' thr concH ~!.ons u::cl.cr ""'.ch yollr rel.Prl'e ··111 
be "lncle , ·:r in tnrn l n"'"r"'r -P ~nd ! tl'''e 1 t 
rt.,.•· t bl'c'~ to the forP'.PnPrl' nne' cC.¥1f'P •'1,~ ~"f't 
t ;.c "'ffn•l!'"ctur P concrrn 1r no1• i n ,. non1t1.on to 
derl u1th t1•t>M , 

""'e·•' vr. ovrrbo~rded -:J-tr old i dea thev hPCi o"' 
ne""Ot'Pt1n,... coni:r Pcts •"'1ch ..,,ant no·h1n~ bPCP•trc 
1' tl'e•t nrr-?t!.ated t~c, ~'hP" c?•t'!.cn ' t -, P!'W 

!'urtl-~>r rftPr t"'ev hPt' nf'~"'Otil' ted t "'e,. 

Po. 

So thnt ' a Ju~t about the c ron to date sir . 

' fell no~, , I ·nsh you ' d N'n1n .,.et t hr t t o 
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t'ene~, , '.Ietson toc'1w . 

Ve 1.1 I nhr 1.1. 

: f""hf"''"'\ . I h:r f'""1ven '..,1'., - r •- 1""1V"nc- " ,.,P~?r"'"til' 0 -

d1i' \ "011 _,. t tl"te CO'":l"" ?~'"' ..,,. -P"'O!'"'.,~U· '> 

! "";ot w·..,,rs ···1r: 'iorn,n· . 

All. rteo" t , "'f''f'Jf . T'c1 ' t"rn Ti ll.,.,.,...., t~nt U"'' 
clnilt· ,.~ lo.,- ~F tr" r- t"'1,- t" l-"111'1- .,..,~ I tPl':f'd 
\""~· ... "'".., ,,r .... cr,-c .. , ,..,. - -olt , .... ,. 1:1 --;·,... ,t:'1 f":' "'"'!c" 
,.,E' ' "' ·r,..:-·,, ;uc:~ ~"'f\rcee ··• .. . 1· , ,..,..:- .,e- r tol ·:-o·1 
.f'l, ... 0 J \o-p "~• n~•pQ. 1 ~ ,,.,.r tf'llt t..,. ?!•e:-1 ~rnt ....... 0 ·: ... s 
tt1.,, 1'1 !':.1" ~=-~- .. t"r:trl"tr v . 

~ e11 : •t.' fio 1 \: p.-"11n t· .. l~ ,.,.oreno.,n . 
,..n t.~ ~~ .. P r:n""'P thin·. 

Anc1 T 1 11 to,., t~·p '"'""""ir,.. 
tM t n · 1" c,.tt.leC. ··~ ... e~ • 

· "t unt' l t! i c nlcnc 
-,. " ""'~ouc!o ev r ... n~ t . 

."..v!> ~·,e e\:- . ''ell ! 1 11. '1 ... ,~,.. ~~~?r't {"V0 r,, c!'"'" 
P.G lo-"' n& ·!: 1 r. ..... r---•"1'' fire . 

'lot· t,,.,o:rro~· I "l"'' "'i~>t' tl•p '>ouch at four o ' oloc'~ , 
1nrflmuch r.r •·•p cl'n ' t "'"t tl 1'£11' .,conl e 1·pJ•c unt ll 
t\-~O 1n ~-...,C"" nft,....::--noon . 

" c11 there ' s no rrns':ln 1:;1y ~'"" .,ot: c~ h<' f t<:l clor,. 
~t t'ou:-- . 

''co c1r • 

''ou t ell t•·e
t hcy ooul~ n ' t 
1 ~ (I" 'Jl . 

nt t nc o1'"1oe t r. ,. t :;: d<:ln ' t set• ~·ny 
"'"t it Pt f1 ve- tr1rty en<l ~ t11l .,.. t 
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'./ell tl•Pt 1 !l P1.1, :ri-"t , - o1.1 hi' VC l.t t 0·F:rP jUI!t 
~ eari1est nrDotioal ~o~Pnt. 

SO"'Cboli)' ' G nuttin'" ll BCllt'PZS on VOl~ . 

S1r~ 
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""e., b·,- ,. .. t,r t~1l -e :: • .., ~t"tt1n~ Et.n ,,.,ur • s brtP, ... 
0:1 e vf' :r"bo" v E' lre . 

i"e l.l ~~,,.r<' ' fl no :rP.o.son 1·1hy it nho11ld cl.oae "boforP. 
five - t hirtY . 

A•re !'! ·p A1.r . ' . ."ell I' .,_, hn·:o t t: O\·er t~'!llre c•Jrely 
b~ :~Ft t\,..,,. . 

~ -.f,· . An<' t"-r ot~t>!'" ~!11:-.- , ! wrr ··rr·' -,·•ch 
e~· a~ec' 1n ~,Jnf~:v • E ':"1...,,..~ t"" t'll.!-" .... ,_ '"'t Lou!r Jo:·rH"cn 
:a·Jc o, ... f'! ::"!"'r-r• s•ory Pbnv: r.l,~..,inu- . 

Oh yeA . 

Did VOl I 001' thl' t ? 

"Jell I -.,.V<'n ' t Peen ~n::t.h 1:-- r.l•?•tt t'"" n:r1ce 
reC.•,c t •."n . 

tie o-rvro thl't out 1n a rr'PI'f'E' l.•ot niqi, t . It 
!!,,..,.,ret'! ln t ''<' Stl'r . 

;w.t , tl"c "':' '.ce re- ? 

Abo•Jt tl"e rt>c!uct1on . "e o:ae jul"~ ·-,out!'- 1n~ •-sin 
ln l 11nt n1-'· · • " Ste.r and he t'!rpP-pC. t~Pt i n . 

!lut I thou-ht t!-e e.lu-:~lnu'" co-·,my, you tol.d '"'E' in 
str1ctcot o..,n!idonce , ~·rs to h~·,e do"'le 1 t on thP 
2'i th. 

That ' s rivht and t hey did. ThPy broke it yestPr~ny 
and so did he . 

Regraded Uclassified
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l GCP . 'iP WI'S PO P"'r pld T l'li,.rt r-et the orod1t. 

T!'>ot 1 11 r1.,.ht . 

I "'t (I ~"OOd le.uo-h out o" 1t . 

\ 'ell tht'lt 1 f' on!' - ood thin·PbOllt thts yo•I'~no" , 
1~ it l'lll'ln 1 t for t"r• toy ·!'>~r" ~:~o t"e lr•J'"' 11 , 
~.-· ··: ·.,n • t 't.no·t ,.,.,~t ··c •" ~., \'ith it . 

All r\r-' t n1r . 

ct ou,.ht to kind of o1.cnr un tl-t1o \leek, ow,.htn 1 t 
.!. t ? · 

48 

,., 11 br :>•tt o~ o.!.ro•t1 otlon 
....,:"f"t~'* ,,JC"' "" ':!-1l: .. r(tp •t hv ,r\.rt~,c of -1)11P ~J~ 
b~"!'O:'E ~rr _\""""!"O""'!d""-1onr ,.o ! ~tee on C'~Pr-enc·' 
P"""~--r""'="' r.. ':ion "lPPr!n-r- .. 

"lu t 1 ·c ' 1 1 ">•.H•h :rt .,.;.. t t' ro.,.,.•. 1 •' th 1 t ~ P" I' n<' n t _, t . 
I c;,.,n , t rP,.. ,.,,v ;·o C'"'"~n 1 t .... f" t it t-:n.p~~ec1 U') . 

'.,- ,..?\ ,.,,J nee t:1e Pr4)tt ".1~ •·t 1•"1r'r ..,eo,.,~ e PS'" 
~""" p"·nt",r r t 1.,c·- ···f'Jr• .. on n~tn,..r."'vs ""~ · l+f't"·r-r 
t· C"' .. wor·· n: n!. -~ ... , · ·1"', --ott? 

·~n r•r, - r~~11 . 

Ven P1r, I ' ll ro t1nt • 

.\1.1 r1r-' • r>lr . 

All r1,.· t r1r . ,...l-l' n'" vou vrrv ~uch . Do vou 
l"l'n· t? lrur'l e 11 t .. le? 

Lovfo' to lrurrh. 
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. r- · . . 
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. . rr : 
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. ~r : 
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.. t"""'R : 

. ·r : 
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11 . ... Jr: 

. :r : 

H: 

:1 . ·~ . Jr : 

All l'i~ht . Fcl.l onP of t! I' bovo ,..as in Y!'Stl'rdtoy 
r~t.,rnoon , ~->p ' f' - ot " nP\' n l cl•nn..,e for LO•Iil' . 
"'hr·r {'!'l 1 h1'1 - t"P n)'('OI' boyO col.l l•in, f'"il'tly 
ov,..r t '1r l'" , L!'a'~Y Lo111n . 

Anc1 I th'.nl• t•·~~ , ,. t' P hp~t onr vpt , 

I hPVI' ''r . ''prs . Go ~'-E'nd • 

On :V0\1" ~"':udv on t he t•,•Pntr- t1ve hundred dolll' r 
house nnc1 unfl'r , I •·il'h yo•t ' t' contact nll of 
thf' rn•tAin~ Plrl'ncies in l:rflh1n,- ton P.nd find o•Jt 
l···u•t tt r:t "rv<.' , see? 

Yeo . 
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A.~d i nc:t·1d1n- ;-..e :>e~,.:-t-,.nt o# ~o""!rrce l'nd I'll o# 
1 t . 

Yes , - noll 

•.1111 t n '11nute . !l.nd I unc!,.rotnnd t'ta t Lo,.e1.1 "P'llet t 
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. ~ .. . Jr : 

.. . .. . ;;r : 

r· . '' . . Tr : 

F ." . Jr : 
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H. H • • rr : 
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H.u . Jr : 

H: 
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Yeo . '"" rr - I 1mot·· the-re 1 (' on" lll'ound. 
L 1n d e 11, , no,ber o" " r~"aenrol-1 co":t""i t tee or 
tl,,t or - o" tr~t CE>ntrcl co"lnittee • 

' "ell .. p, VO'J ":>ntPc• t~""' end •tnc' out ;·~nt 
'brP.nc"'rs o• t• t' 1nduetr, Prc l"o1n,.. -n:t rt'sePrc't • 

'l'uent:v- r1vr hunc\red ~ollrr hOU~'I' or unt'Pr , 

"'wo thonr.pni! ": vP hunCirN' • 

so 

~·1t - ,..,..A:~ C"l~·t"e~ b")th - ~11 t'~ VPl""""l-Pn~ ~-P~("1p,. 
rnd "l, ... -t v"tf' 1nt'urtr .. . 

Al' ~r1v~te 1ncuetr1 ~"~ . 

Yc~ . 

Do ·rotl 'f'flnt ,....,.. ~o con+-t"ct "'~:rt1 Vcte 1nc:lustrv . I ' ll 
finn out··· , t 't"')r !x..,~e 1'!1C'H('Itl'"' .. !'Ptte C.14" ..... ,..rr,t 
-rou.,s "rc c.,n-,c-::!n .... . 

""pll dn n bnn- U';) Jo" - I <lon ' t cere holl yo•J <lo 1t. 
I \!"n• '"11 •:,p 1n+".,,......," .. 1'1n '""lr.!l~ble . 

"'1nc . All r1~t rnd ! 1 11 ~rt rl~ht on tht>t . 

:lid Ltndcll. -o 011t t·:eet? 

'"ee . •·e• r v1s1ted scv,..rnl .,1:-ccs rnd hP 1 ~ ~o1n-
u., to Allen•olm this ,·er':, Allento'-'n, Penn11vlv"nia 
th.-rc • e 

vea . '.lell H>,l'lt dle he find out Pt Fort '/pyne'l 

iicll " t 
!'Cl)Ort , 
\:ork1n,.. 

Fort ~;Clyne . I hl'von ' t 
ut' aa1d 1 t ;·o.s e> lon~ 

1t U!) , 'but 'te 811.11! vou 

rcP.d "is oo"l"'llf'tt~ 
11tor:v Pnd hr ' 11 
couldn ' t "'Ut 
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yo••r "' n-,.,.. t!·ro·•r-h ,,., "" t~o~~ ho' >FPS out thr-rt> , 
you kn~ · r "r~p~ ~t~ ~0 -

Anr •·p .. ,.~r. t"P:l1" g_1_o-- Pitt· t,,.., n,d ~'? GP!d .,,. .. ~n • ~ 

~ l"lt: o'""' , 1' ~rAn t."'"'nrn 1f1 rrvf"rr1 Cif~1cult1PO 
P!' ' o\ '1- "nc1 .) PI'lOUI' :r bl'tWoen , " OU ':no1·: , ""('O!')lp 
s""o'lnnrtn- ~i""erent 1~ons , Pnd ~P "'cnt1oned one 
th'n · to ,~ . I ~Pven • t rc~~ 1t oo~nlPt('ly 
b•>t "" ~rnt1onPc1. one th'n"' . ':''"~ Plrate:- 1Tn1on 
obj,.ctn Vi!',. "'!:!'Pnu,.,,a ... l,, , "c ""), It un o holJf":C t,. "t 
do~a~ • '!" '"..,,,A~ ,.,l,.,.r.trr!.r~""' jt)b on t• . 

·.:el.\ ····cn'.'v~r tl'l' rc..,or t 1~ r.r.:.•' or "r::-tl.y ftn1r"ed , 
Bllnt' 't ··o1•n -;" "'" · 

AU ,.. , ..,. t I ' ll eo t:·l't . ',."•"t ·~1nd o:· ~·el':!,r m•o 
,._ .. o ,t """'"'in · c,ot n ;~,rr'> 

"', 1c :· a-: 1":0 ? !t' ~ col~ 'J 1 =',... • 

!'o , no , thP lP t E'Rt t"!n- "r ' vc :-at 1 1'! ~·>.pt yo•• ' ve 
.,..ot . 

\:ell C.eor-t> .•o •rou -,.t rf'.,orto on 1nd• ·•tC.••~l 
'b·•~l:l"PIIe r on np-.; ordrr11 se'l~ ..,,. cl.oi'TI t"" sJ::ec-ttt , 
t'lll " O'l• 

'l1At 1
f' "11 • 
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':'h<'.,..e ' s ni')~Hno- ~"'·~' "' hf' l"C' . I .lurt tPl":Pcl t.., 
~-' elC'n l't ~-,,. l,o••ce Pnd p'·<' De>"~ t"'"'re • e noth 1n~ 

t,., re . -vrr··t~1"- 11' -ot n- .nlo"'- ~ '-"" · 

C-oocl . I 1·on 1t cia !:h1r e-~1n ,..,.oe"se I don • t 
he"'r nf\1, rnon-h . 

:£" "ioo ";' "''tnce, on? 

I 1•on • t t'r> th1F ""'ni n , tt l,•~rtA - I can' t hrl'r . 

! .. ..,a'- 1'1 .. 0 ... ..,,. ~O'.lch G"""'tn•1on , ·.· .... ~r :heu tell •rp.,_ 
:·;1,.. .• ,...,v,. --:. c!o-~ ~t ""o~'~ . 

''o1 1 - l~""'!"~ec; e~bout thnt vcetC'rdn·· :-r.d they ht'd 
EPt t' ,.. l'c~", lne "or t':r~'e o 1 cloc•· • 

Ani' I tolrl t'•., tr.rt ~o111n" C'l•Ilen ' t .,.et '1!1 
st••1'"' 'lVrr trPt PPrl:v . ''e> 1d hf'Ve to '"alq> 1t rt 
lPt"f'\t fO'l!' ,.O'..lr f'O:"- :n1~"'~ 1 "'O t' rr !Sn 1 t f'lny 
!"0 r'lA ~:l ~.,.. . . 1 ~ CO',lfn ' t bC' #1.VP 0'"" M1 \"~'Et- t!"..irt,, 

p; .... , e 1Ptf""Ct • 

'.Jell tl"l' dr•r t"1~t Coll1nr ht>l" thin-s - l'e ' '!.1 I'C'nc'l 
t hl' "10'1Ch <'!"1'n 'ln'll .. !' -,.t it Clf!ll l"ed U!) . 

' 1o,. ~e f"P1d ~,.. · ·,n • t ·-e - 1~ ~e ~oea:-a • t do Pn,, .. ..,_ •n
on ~;u!'n~n, .. tl·~rc- • ~ ,o ... e.,f!IC 1n SP,din- it ,.o ... ~ . 

~'o . 

·.:e Cf'n -.-t t,.,c r"rO"'>, nnC' t'"in- , rn<'! •. ·..,Pn "1c hnG 
so~Pt"tn~ I ~en~ e "'!ouch . 
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See? 

A1 l r t ~~ t, ! 1 11 hnndle th~t. 

A11 rt.,.'·t R1r , ! 1 11 te1.1. h,. r . 

All rl.,....t . 

· :r . Soorl't"rY? 

Df1V1PB , ovr•J• P t the Stntc DcnPrt~"nt ~;ent!'d to 
1-:FVC' ,ou ft)~ lunch to·.,nr!'/)1' . 

" ell I <"on ' t t"~n:~ !";; ' '"' l'ortl co.,1nn- u., i'or . 
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! ~on • t P'th"r. ':''•r-t • r "lr1ce1.car . ' 'e1.l I tho•l-"t 
yon 1 C! be int· rr-rtcd . Al'!u11•• cole ~"re "no r 
hPt>r 1t 1 1"' cold c"OI"TI -;;,.,.rP . ~.'e1l ""e ' r -ett~n~ 

Col, tnr . 

'-~f'rr • r Cl'ntrln ':ol'ins . 

"<>llo. 

"l '<> thln<rn • 

Yes rcir . 

I ,-~s!'l :vo11 ' d Ol'll un ''r. Purvis Pnd t e l l h im T•rn 
ve ry muoh "llt"nsed l'lbout tho ~>nl"1ne . 

::es R1.r . 

A:1d t,.ll hi"' th:'t no1·• I teel "':V job i s ant'~> O<"n1n . 
~"110. 

And tell h1n the othPr thi n- I ~rA.nt to nsk yon , do 
you re"'e"'brr t he l as t tine 110 118.1-' him th.,rr •. .-no 
somP.th1n<>' thl\t t hey brouP"h t un pnd they wmted 
a "lornl cMbnr~ on 1t, l'nd I 1 1 1. be cit~ rncd 1t I onn 
re:-1e-:bl"r HhP t 1 t -...·a s . Hello'/ 
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It 1 ·a ~ ~0'"'1" 1tr"l P!:<l T toll! Cocrr t> n t '> tt>'•r 1 t tt'"~ 

~1th tto qtrtc ~1''1Prt..,P" t . 

t olnol 

n-;..,..t .. .., ~ . 

"'e ~ . 

·.!ell. I ..,.,t J o C"·rce'1 on tJ-nt l'nl' ·wnel"" ~> lRo bc>cnuoe 
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~· ... o .... , c nll . 

All ri ,.,.. t , t•,,nlr- votJ r, r . Cootlb:rp . 

"el.lo . 

Goollb;te . 

Goodb;vc . 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

J.!y dear J.!r. Secretary: 

SUpplementing -.::r note to you of Saturday, there is attached a 
memorandum concerning the meeting on that day. S11111l.ar memoranda 
w1ll be forwarded 1n the .future on the days on 'llbich aey oeetings 
occur. 

Thoro 1s attached also copy of the memorandum 'll'h:ich I m:t deliver
ing to General Watson this morning. 

With ld.ndost per3onal ronarde, 

Honorable Henry !.!orgenthau, Jr. 
Secretary of tho Treasury 
Cottage No . 47 
Sea Island, C-eorgia 

Si.ncere;;y yours, n • 
~~~~ 

54-A 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON < 
lo!areh 25, 1940 

~ dear Mr. Seoretaryt 

This afternoon Mr . Purvis called me and asked that I inform you at once 
that the two Rollo Royce engi.nes have been released for shipment . l:le 
further requested that I contact the proper peraons in the War Depart
ment to arrange for abipplng instruotiona but that I n.ot take any action 
until you have been informed of the release. Therefore, I will not con
tact the Arrrt3 on tbia utter until t0110rrow ai"ternoon. 

Qeneral Brett phoned me at noon and stated that he hoped to be able to 
lit dOliD with me late today in connection with the development of the 
policy discussed with you by phone Saturday. Up until noon be bad not 
talked with the Navy but hoped to clear their proposed plana with them 
this afternoon. 

Thia morning I saw General \'Iatson and left with him the mamorandwn, copy 
of which I forwarded in my airmail letter. While with him he dictated a 
memorandum for the Preaident, simply tranamitting my IIUlimorandwa. l:le aaid 
be is moat appreciative of your thought in keeping him advised aa to this 
deYOlopment. 

Tbia is being written for the pouch, but ehould anything develop later I 
will send you further report tonight . 

With kindest personal regards, 

Honorable Henry Morgenthsu, Jr . 

The Secretary of the Treasury 

S·FB 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

Varch 25, 1940 

I!EMORANDU!I 

B. E. Wilson, Executive Vice President of United Aircraft Corporation, H&rt
Conneotiout, informed me this 110rning that late Thursd&y afternoon Congreu

Dow W, Harter (D) of Ohio, J . J . Smith (D) of Connecticut, F. A. H&rneaa (R) 
Indit.na, &11 m~~:tbera of the House lol111tery Affairs Com:'l.l.ttee, and Congreaaii&D 
liam J . Killer (R) of Conneotiout a rrived in Hartford, dined with the official& 
the Pr&tt & Whitney Company, and spent Prid&y morning i napeoting the plant , 

Wilson steted that it -• the un&nimous opinion of those who rtsited the plant 
a moat excellent job had been done by the Treasury in coordinating airplane 

pu1rol1at1es in this country. The Congreaamen further stated that they felt their 
it to the plant had been productive of results whioh could not otherwise have 

obtained, a.nd Llr . Wilson -• of the opinion that they were thoroughly oon
ed of the logio of not only selling planes to foreign governments, but in 
oases on which we are working of allowing the export of the latest typea and 

Wilson l'urther aaid that ll&rter seemed particularly interested in learning 
lllu1tt1er or not, when material suma of money had been expended in development and 

roh, the benefits thereof wore pa ned on to foreign go\re..,enta without re-
to the United States , In Mr . Wilaon' a oase the answer waa •no• 

~'"""'"'n as dnelopaent expense 1a to a large extent diatributed throu.sh overhead, 
therefore, any foreign ordera would not only bear their ah&re but the exiatenoe 

foreign orders would permit of r eduotiona being ~mde to militery aervioes in 
prioea at which engines wore oontraoted for, 

believe that this situation has also happened at the Wright plant, but I do not 
'•"·~•~• the same situation applies to tho plane manufactltrers , 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

J.larch 26, 1940 

IM:ORANDIJU FOR THB SECRETARY 

There is attached hereto copy of a memorandum received this afternoon 
f r om General Watson, together withoopies of the enclosures t ransmitted 
therewith. 

General Watson informed me that the Secretary of Wu, the Assistant 
Secretary of Wu, and the Chief of Steff yeaterday presented to him a 
a emorandum embo4yillg the ~ar Department policy on airor&ft foreign aales . 
This General Watson presented to the President, and the President changed 
the m~orandum to make it a Government policy aa is indicated on the 
cenor&ndum forwarded by General Watson and attached her eto. This state
ment of policy on aircraft foreign sales was not signed by the President 
but a copy of it was delivered by General Watson to the Secr etary of 
ilar, and as is indicated in the attached correspondence, a oopy was 
forwarded to t he Secretary of the Navy by memorandum. 

The draft of policy which will be disousaed at tomorrow' s meetin& wit h 
t he manufaoturera, fo.-rded with memorandum pertainillg to the aeetin& 
with General Brett, is baaed on the statement of Government policy ap
proved by the President. 
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'l1IB WHI'J:B HOOSE 

WASROOTON 

Warcb 25, 191,0. 

J.IE!.!ORANDO!l FORa captain H. E. Collina, 
Director, ProCili't!IMI'lt O:l.vieion, 
Tre&eur7 Department. 

Dear C&pta.in Ool.l1ne 1 

For your 1ntom&t1on, I aa sending you herewith 

copy of letter and statement regarding govermental 

policy on a1rcra.tt eal.ea and release of design. 

IJ'lcl.osure 

Very sincerely yours , 

/a/ 

EDIIIN II. WA TSOH 
Secretary to the President. 

0 
p 

y 
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lm.!CIWIDUU FOR t t'le Honorable, 
'Die Secreta:ry of the Na'V)', 

~ dear J.!r, Secreta:y 1 

I aa a ttach1Jlg herewi tb a statement of 

Gowrn:>ental. policy on aircra.rt sales and release of design. 

nus statement has been appl'O't'ed by the Presi dent . 

I am, 

Inclosure. 

Ve:ry sincerely yours, 

EmiN II. I'ATSOtl 
Secreta:ry to the President, 

0 
0 

p 
I 
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CONFIDENTIAL 58 c 

OOVE!OO!ENT POLICY ON AIRCRAFT FOREIGN SALES 

lbe War Department now has a great lll&ll.Y planes 1mder contract 
for delivery to the Air Corps, but because llll are acquiring an in
creasing productive capacity, tbe necessity for ear:cy delivery of 
other than operating equijJMnt is no longer so pressing. 'ntere-
tore, we are adjusting the Cove~nt foreign sales policy to conform 
to the followingt 

When it is to the advantage of the national defense the 

0 

War Department will negotiate for deferred deliveries on 
contract planes. If manufacturers take advantage of foreign 
orders, then prior to release for sale abroad, manufacturers 
shall agree to accept change orders on existing Y/ar Department 
contracts. lbe Government must be f'llll,y protected and aey 
authorized delays must not interfere with the delivery of 
equipnent for units inmlediate:cy necessary for our defense neede. 

The release policy for foreign sale of our most modern 
designs will be liberalized to accomplish the foregoing, to 
further stimulate productive capacity and to insure improved 
types of planes for our forces . Each such case must be deeided 
on its merits . Prior to the release of any of our designs 
for sale abroad, the manufacturer must negotiate with the 
Vlar Department for such changes in those models which are 
under contract for the United States Azm;r in order to insure 
that improved types of airplanes are delivered to the War De
partment. 

No military secret will be divulged or released to aey 
foreign purchaser of military airplanes. 

Neither designs ownsd by the War Department nor manu
faeturel'-CW!led designs over which the War Department has 
control, will be released for manufacture or detailed 
aasemb:cy abroad. 

Foreign governments must agree to fUrnish us full and 
cOIIlplete infoi'IIlBtion on the design, equi];lllent, and combat 
performance of American-made planes. 

!.!arch· 25, 191,0 

p 
y 

Regraded Uclassified



a 
\gl TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

March 26, 19.0 

~ du.r l!r. Secretary• 

Thoro are enclosod herewith memoranda pertaining to the meeting had with 
General Brett this morning, together with tho attachments diaouaaod therein, 
memorandum concerning one I received from General Watson this afternoon with 
attachments thereto and whioh ties in with the mooting with General Brett 
this morning, and memorandum concerning our telephonic conversation. 

Since tho enoloaurea wore prepared all of the airplane manufacturer• indicated 
on the list of manufacturer• attached to w.y memorandum concerning w.y meeting 
with General Brett haYe been contacted and will have repreaontathoe in 
Waahington tanorrow for the 2 o' clock meeting which bids fair t o be a aize
a.ble one. 

Tho meeting with the engine manufacturers and accessory people will be hold 
later on in the week, probably beginning Friday as I am scheduled to appear 
before the Appropriations Committee on Emorgonoy Appropria.t iona on Thursday. 

In infonning General Arnold of the reloaeo of the Rolla Royce motora he asked 
me to express to you hia appreciation of haYing accomplished eORething th&t 
tho War Department had boon unable to do. 

lf the 2 o ' clock meeting tomorrow adjourns in time to catch the pouch I will 
have a report for you1 otherwise, it will be forthcoming Thursday. 

With kindest per$onal regards , 

Honorable Raney Worgonthau, Jr . 

The Secretary of the Treasury 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

l!Eio!ORANDUI.! FOR 'lliE SECRETARr 

'ibis moming at 9•00 A. M. General. Brett and 1!ajor J:.yona of the 
Anl1:f Air Corps called upon me with reference to the meeting with 
the aviation industry to be bel.d tc.orrow. 

'!1lere is attached hereto a oow o! a memorand\1111 l.eft by General. 
Brett, together with a draft ot a etat.ent ot policy to the 
airoratt industry .on rel.cue ot aircraft, airoratt eng:lnee and 
iteDa ot airoratt equi~nt and acceeeoriea tor export which 1.8 
eel.t-explanato:ry. 'lhere ill al.llo attached a llst encl.osed with 
General. Brett's memorandum ot the m.anutacturers, each ot which 
has been invited to send a representative to the meeting tomorrow 
which is to be bel.d at 2.00 Polio (leneral. Brett advised me that 
ho is today discuasing the statement of pol.icy (Encl.osure I) with 
the Aeronautical. Board, with Colonel Hines , Secretary of the An~zy" 
and Na..y Uunitions Board, and with Admiral. Towers, Chief of the 
Bureau ot Aeronautics, Navy Department. 

At the meeting to<Jorrow the dratt {Enclosure I) w1l.l be presented 
to tho manufacturers and arr:t questions raised by thea will be 
expl.ained by (leneral. Brett. He informed me thie morning that he 
had been designated aa the contact in the War llepartMnt with the 
Pree1dmt•e Liaillon ec-ittee on all ll&ttera perta1n1ng to aviation. 
'!he Jia..y w1l.l e1nr!larl,y designate a llaison on aviation with rq 
ec-ittee. 

'Jh1ll afternoon OeneraJ. Brett called me b7 pbcne and stated that 
the question of pollcy had been discuaeed and cl.eared with the 
llunitione Board, ae wll aa the Aeronautical. Board, and that he 
has an appointment tor lata th1ll afternoon 111 th AQniral. Town to 
discuee arr:t questions that JD1&ht arise with reference to the new 
Government pol.icy. Admirel. Towers has been requested to have a 
representative present at ta11orrow111 aoeeting. He expecta to attend 
pereo~. 

{ 

- ,.. B ~c.. -
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C 0 W r I D S I f I A L c 
C o - , 

llareb 26, 194). 

SUBJECT- Bel•• o~ .&ironft ~or J:apoato. 

1. ~ to ov - •••t1o11 ot Jlanb ~. 194), there i.e 
attaebed b9lwto a draft ~ liCit. tvr- 1a clh ~ 11111& 111.~ all 
-n.t a sa _,,,.. ~or -u..c u ad,jlaried farelp Ale polier. 

2. 1beee 110\ee are bNecl IIPOil a 11beral1at1o11 ~ ~ relee" 
poliq ror r~ aale ep;co A b)' ~ s.or.tuT ot 11ar. 

J.. 1h- 1a ~ atte '-' a U.t ~ asfaetv.ren 'IIIIo ._,.. 
cnarro.t contract. 111 ~ ~ war Uld Ia.,- o.,ut-ta ud .._ procluota 
are ~t to the pro~ 4'-•r'ca. 

I-I 

2 iDalat 
~ ot Jlotee. 
L1et ~ -.utaetarere. 

y 
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II. Pro.,..p tor !wr1rr l!!]u=• 
Pndioat.d 1q10n tilt 414,1\l.lt.d to nip Nl.e poliq, 

the .CollowiJia pro<*lure ah&ll &O ... m the Nl- ot &ir
eratt. and i t. -poratt.a u well u other it.& ot aero
oauU~ ~df •t.t 

l!£!1• .luthorit,y to neaoU&t.e 'lll.th t onlp ~ 
c:huen will be reqaeet.d etrlc\1¥ 1D accordaDoe with 
the P"Mnt. prooedu.re. 

~ Prior to action on aucb nquet.e b7 the 
War TY Dep&rt.ment.e, the MDutact.unn w1ll be 
required to l'IDl!Oti&t.a with authotiaed r.pn.antat.hea 
ot the War and Nav n.pa rtment. tor cbanp ordel'll 011 
uiet.izla cont.racta u ton-, 

~· To pronde tor de!•• ••at. 1D deliftri.M 
on cont.l'llct. ~ 1t ~ 

~· To proride tor &~~eb ct.npe 1a thoN eMele 
ot equi~ upon whieb ... , "M 1a ~t.
ed that. will ineun t.bat. i.wploftd t7J1M or 
~ are deli -.....d to the Dlpar1llent 
Conoetl44. 

~· To prortde tor auitable guanntMe whiob 
will UfiN the ~t. OODC&IIIled that. 
there will be no 1Dt.erterence with tile dle
u._.,. ot eq''IP""t. ' •11•talT n• ,.,,. 
tor oar dllt-~. 

• To fi"'''1de tor the cb&ngee in "-P• o ; sent& 
in o.dp. pertor..nce and inetall&Uon, at. 
110 add1tionlll. ooat to the ao .... ,_t. 

'D''r!, It the Mllufaet.urer takM adw.utage of tor-
ei&n ordezw after De£OU&Uns wit.b tl-. war and linT c.
~t aatllotised H pi iiiDt&U,_ OD ebanpe 1D oont.raota 
.. benWtwe -w. u-, prior to tbe ralMe ot 
the apeo11'1oa\SoD 1a &-l"iddlnoe 'lll.th the pi liD\ piC" I t•re1 
tile~ aball...,... 1D wr1t1nc to tlle fan-1J:c• 

.. To &Ill$ lo cltulce Orden OD .n.tiac l'&t IIDil 
Jav Dapw llwat. -t.n.ta tor tba iajaou u 
acr-1 1lpOil by -coU&Uoa. 

b. To aa- to be 1-u.t 1D lONi&Jl -tra.oU 
a witable ela- the t will preelJide U. 

-2-
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Mnutactve of U. it. n"Melrl bra fozoe1cls 
-uraoturer or the 4etai.l.ed en1 tlT of u. 
it. abroed. 

·, ' - r ~ ·- r 

1.o To caun to be u--tecS ill oont.ract.e with 
foni&n purabuen OOIIditiDDe that w1ll. fullT 
pi'Ot.eot. uv illtertw- with t.be lieU_,. 
ot equiP*It tor mite ' meMateq aeaueary 
tor our 01n1 deta~~~~e Dtede ae epeeU1ed b)-
the Ylc.r and Na..,-~t l'epi .. .tnta1.1-. 

st. To eaua to be 1lltartecl ill -t.ract.e with for
eiiJl purchaeerw .eane for amfaotll.ren o np
reeent.ativu obta1n1rc tu.ll and "'''ple t.e in
fc~W&tion on cb&Dgee in duip "<<''P"~ and 

perf oJW.Dee of the partlealar a1zp)am, bued 
upon the experie,_ of aotual oa.bat or -
under eerr1ce condition b)- U. fonip pur
chaeer, al1 of whi.ch intonation eball. be 
traneaitted to the Departlleat CODICei'Ded tor 
ue as it ~ deem -ent1al to the llationel 
Dt!Clft. 

~' Upon nltan of the deta11td ~1t1eat1on b)- tbt 
Departiiieiit CODCCnecl1 application for llcenee f or aport w1ll. 
be requested ill acco~ 'llit.h p~t ~otcluN. 

ill. '"' .,,M11t;r ! or J uoti.&Uop• 

llrigadier oeaera1 Georp R. Bntt, A. C., <h1et ot 
the .,t.eral Dhuion, bee been daipted as u. authorised , .,_ .. 
-v.uw ot the War Iltplu'tiMDt for the condllct of necotiaticae 
Nlatillc to the re~ of aircraft, aircraft encillee, and 1-t.P of 
~ ecpaspcmt and accweeon.e tor er.port. L1lttlor1M, the lla..,
~ bee •t.bDriaed 
to apa 11 t the Blal'all of-ie~z~ •• ~.~a:~U7-::-ce~in.,.-,"~ec~o~iiA~t~i-::-oae=-""111-:-tb~-::-ili'Ci'&h==2: 

-ufaotuoen for the Hleue ot aircraft end aireJ'aft accenor1ee 
owr 11b.1Clb the Chie f ot U. Bureau ot iei'Onautioe ~ 0011tral. 
!be rel•ee of tbe epechl i t.e ot aircraft equi~t and a~ 
tor 1.Dnallation oa aport aircraft, euob u c-a. eipl apparatu, etc., 
w1ll. be Nferzoed to tbt Chiefe of the ADft or 8w P OCi II I I I I DT the 
euthoriaed zepuuatau- ot tbt war ~t and the .. ..,. ~. 
UJrwcb aob ...,. • ..,, u tba ~ oo-Mil.., d1Not. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

March 26, 1940 

MEIIOIWIDUII 

'i'hia morning the Secretary called me e.t 10 t25 concerning a atat,..ent in 
memorandwn forwarded him yesterday covering the releaee of 2 Rolla Royce 
engines and instructed me to i .ntorm General Arnold that he had directed me 
to tell him of this release. 

! talked with General Arnold, carried out the Secretary ' s instructions, and 
asked him to take the neceeaary steps looking toward the issuance of a pu r• 
chase or der for these two engines . Be requested me to get from Mr. Purria 
the neousary information concerning typea , etc. , in order tht.t the purcht.ae 
order air;ht be p repared. 

I contacted l!r. Purvis by long diatanoe, and he stated that thia information 
~~• not readily available but he, in turn, asked me to learn to what destin&• 
tion the engines ahoul d be shipped u they desired to have them atarted for 
this country illlmediately. Mr. Purvis stated that the question of the purchase 
order could be arre.nr;ed at 101118 future date when t he infor..tion General 
Arnold W&Dts is aYailable and that, inaamuch as the price, conditions, eto. , 
would have to be satisfaotory to the American Government, he saw no harm 
that coul d be done by shipping the engines in advance of the receipt of a 
pu.rchaae order. 

! further contacted General Arnold, told him of t hia arrangcent to which 
he agreed, and then informed Ur. Purvia that the engines are to be forwarded 
to the Chief of the Materiel Division, Wright Field, Dayton, Ohio. 
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Hh1ppipc §it uatlop KARCH 26~1940. 
There is perceptible a pronounced softness in the export 

cargo situation. 

The Port or Jlew York Authority in their current bulletin 
•New Yor k Port and Shipping• say: 

•A survey indicates there is plenty of space available 

at this time, more than sufficient to meet present 
requirements to those countries . As a matter or fact, 
there has been a considerable easing up in the traffic, 
particularly to Great Britain, and there is not the 

feverish rush to book space that prevailed a few weeks 
ago. • 

59 

The British priority list of cargo tor April will be 
accommodated by the ships under the direction of the British Ministry 

Shipping, without recourse to any non-British vessels. 

Raving virtually completed the movement of trucks, the 
French Marit ime Commission activities are slowing down and they 
likewise will not avail themselves of any tonnage other than that 

their direct control. 

Great Britain bas decreed that all food stuffs, other than 
shipped from point of origin prior to Karch 20th, will require 
licenses . This is expected to curtail the move.ent even or 

which there is reported to be a dispute between 

Mini stry of Food and the Ministry of Supply, as to whether starch 
s basically a food stuff or an industr ial product (used in the manu

ture or textiles.) 
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Tillie charter and net form rates remain strong, with 

few fixtures being arranged. American-flag ships for general 

t rading are in active demand. 

Carloadings continue to decline although still running 

ahead of last year and t wo years ago. For the week ending Karch 16th 

the carloadings were 9?.' of the average for the ten preceding years . 

Deductions in the number of cars loaded were shown in all categories 

with the exception of Grain, Coal and Coke . 

Railroad activities incident to the handling of export 

freight through t he Port of New York show no appreciable change. 

The number of cars lightered for export; cars await ing l i ghterage; 

expor t freight in storage and railroad facilities and the r ailread 

lighters on demurrage all are about the same as reported on March 15th. 

Grain in railroad cars, elevators and boats a t New Y5rk 

holds around 2,0001 000 bushels . 

As a result of the end of the P'innish-Russ i an war and of 

rumors that a genera.l peace was pr obable, t he export grain 11arket 

slowed down to almost a standstill and in the absence or any demand 

from the other side the r ate on parcels of heavy gr ain, New York to 

Antwerp, receded to 70¢ per 100 lbs . 

This is regarded as t he bottom and t he next move is 

expected to be in the direction of higher level s. 
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llarch 26, 1940. 

TO: Secretary ~orgenthau 

FR01h l!r. Sulll van 

I am Jr.Ost reluctant to bother JOU wbile you are on JOur 
vacation, but after discussing this matter wi.t.'l Kr . Bell it wu our 
conclusion that I should write JOU this JDeiOOrandum to keep JOU u
f omed or the develop:oent or an unusual situation. 

Aa I was leaving the luncheon or the Post !!ortem Club 
t his noon, Assistant Secretary or "Kar Johnson called me away from 
t he group to tell me that he bad just then learned that the Secretary 
or "Jar was •sniping again• . Louis Johnson stated that he h1Aselt had 
personally inspired the article b,y Hugh s. Johnson 1n the Washington 
Newa or ¥arch 25th which J am enclosing, and which Louis Johnson 
believed to be extr emely helpful . Louie Johnson then stated that he 
had just learned that last night the Secretary or War sent General 
liar shall to see Kr. Hugh s . Johnson to attempt to persuade him to 
change his present position in support ot this program. Louis Johnson 
was very li!Uch d1st=bed because he felt that this ns sufficient 
evidence to juati.ly his suspicion that the Secretary or 71ar although 
givin& Up service to the plan agreed upon by the President would do 
everyt.hing in h1.s power to under-cut t.he program on the Hill. There 
i.e to be a hearing o! the tull ca.a1ttee toaorrow 1110rning at 10 o'clock 
and a atate:oent has been prepared by Louis Johnson and Colonel Burna 
to be read b,y the Secretary o! War. Louis Johnson believed that the 
Secretary would read this statement but that he was still hostile to 
the program. 

At 2:40 this afternoon oTer the telephone, I asked Kr. 
Louis Johnson 1! he had adrlsed the President o! this situation and 
he told me that he bad !irat heard o! i t only a minute or two before 
speeld.ng to me at the Club. He said that his informant was urging 
hill to call again on Kr. Hugh s. Johnson in an ertort to persuade 
the latter to stand raat by the opinion expressed 1n his article o! 
!.larch 2Sth. Kr. Louis Johnson expreued the opinion that he should 
not return to eee llr. IIU8h s. Johnson. 

El 
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lleither Wr. Bell nor Ur , Schwan nor I han l.lV sugges
t ions to -.lee in tl:de •tt.er, but - all felt that :rou should be 
kept intol'Md. 

You certainly escaped a011e veey diaagreeable weather in 
'l!ashineton and we all hope :you are thoroughl,y enjoying :your ncat1on. 
I under stand that ;rour bo7's are with ;rou, but I bet they don't keep 
:you up nighta lllre rq bo;r kept me up last night. 
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~~;,-or~~~~:.~ .. £~! ~!.Y~Jnu OJ'.:t~na~c~~ -S~!o~n~so~ t1 
""' our "*" &d~ UPt of mJUu.ry •.net nanl p!ana compa;ny miD*- ol dollan t nd aoooths of UrM. Wbfn 'fr PH otnl COt'Ttc\.. A pr1ndpal P~ID Ln OW' Prfp&ra-
'"- 1or 4tftnM k 'J)I'OdueUn ClaDUit)'. 'nmt: 1s "'of the tbb peat prtparat&on .. cn t. doM, tnetH&e tn ·~ and tM~ente .. In wu. Napoleon uttd to say: .. I ma} lose a bat.Ue ndu<:Uon In C05t are t"t.ry art:tU,. 

but. I w1U never kl6e • minute-and To put lht American airplane lndunry on thl• kind of hence lew wara." Wt have tlw bell. maaa producUon buJs W'OUld a_ln ua tomtthlol tNt ham'l , tnctustnal pltnt in the workl. But In . I OW' mo0eom Q'Skm or manufa.ttvre. tx:Lat.fod and, unckr aJnH:rv.Uve IOns tor our own eQI.U~ the beat plant itt. t.ht wor1d ct,n"\ 1t1. mmt. m!aht. notWT hne bftn coml)lete-b' ttWn.ed. Bot a \ tnto prod·uetion wJU'Iout ttrst coJq bJIUon doJJars worth ot AUifd budnes. eoup1td w11h our l thru a tJow and ~rnpl~attd error' own «quJremcnt.t, on ba.&Je dt6.1&1111 ld~ntle•l with our own, J taUed "LOOUili•UP." 1 'I'bJ5 mtiUlJI lht trnnarmmt of wUJ do uactly that. Tbls ruull of clvtna the AJUes our 
buildlnat and madllne tooiJ to pro.. molt 1dvanced ckaJJ:na il tht mo~:l. tortuntt.e t.hlnJ: tha\ Y1de a conunuoua now trom one: ~ coukl hapom. to us ttom ~ anaJt ot our own dtftbj ::=.: ..:."::'on:rt~~ .... "i:; 1tf.D.,... 1-.S, I ~ mtk:lnc ot 1.he wor1dna potnll ot those AS FOR 'mllltlr)' ttertta," •t h~tve some tadael4 th11. tool!! to ln~ure 1b,olute un1tormlt.)' In lt1ld the world- for ~xamplt, our pur.sul\ plaue superall the lhomancts or aepttlte parts c:haf'ler lhat h-"'" t~rta.sed l!IK'td ot on~ modtl by 40 mJtt.t thl\ 10 Into \he ~LMm'bly ot an1 aueh romptt-x and won- an hour. But bOW kin& •W thtr ttma.ln aec:rut As the Ch-rtul Lblnc u a modem war p&arw, u m•~tM Lht ma.tmc automodn industry Jt-unt'CI k)na qa about atandard equtp. « paunns and PU&t3 to INure •~uracy 'bforonct the split mtn1. tn common \Kit. coo.t.an11v wotnor tWftreh and trlrtkm of a mouse halr-mtera.copic a oeurac:)' 1n som• invtnt.IOn are &he only de1>tndl ble methods o1 bt1Unc comta t'll. ptlltJan and nrllhtr ~«rec:y nor t\'tn pa\.t1H proteoctlon ,,lb rtqUJrt.t the hl,ht'SC.. mtalumJcal aklll lhat Ls dr~ wiU terve. 

,manded of any workmen. n1e IJ(Irtlly, dut to the depru .. Par undl.sc:.IOIII ble reuot).S. our ma rvei0U$1y ac:cun t.e boml).. 
allht ts In • &liah\ly cWf«ft\1. elau tnn.. at to lt.l.nda.r-d 
pM.ne and enalne t)l)OJ;. w-e woukS be sbaft...tSCh\H not to 
alw tht! AJU~ the best we have tor qu•nUt)' proctuetJon, even U Jl aornew'hll ddan our own procram. U war 

&Son. of 'l.lffkttnllY Hilkd. Qt.tt«n 1nd toolmallt:ra la one 
ol the anst ""boUatneet.s'"' rt\a.rdlnc producdan. Ontt the 
otlatnll t.ooli.b1 b done. ttwtr of ~~ ex:per'\6 an needed. 

EVERYBODY -.rho Ia old enou&h wlll rf'mtmbtr that lhnltt.na us, .,., wlU tab all U'll.s newly developed factor)' preparallon t.o build the ndleaUy dJ.tfertnL a:uccer.aor eapadty for our own use-exat.lly a.a wr dJd Jn Ull1. The to the ~d Modfl T un lluit, l)lrt.l)'t.td lbe produeUon ot PrHteknc.·a pol.ky wtu '~)ted our euentia.l produeUan. pu1. U t'ft the l:rtal Pont. pl1nts for Lht beU.u part 01 twa yon. Ul ln the l'lfliiUard at tnnntJon a nd dtt1p lncl crac.b' u tt belk'rfod Itt 1.he mocor lnctllSUY \bit a Iinck 1qt lower cur tGta. 

~--------------------------
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STRICTLY CONFIDENTIA L 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa Mareh 26, l94o 

TO Secretary Morgenthau 
. 
r~M Mr. Ooehru. , . 
•• 

f ·• 'l'be J'lll!lilh Ml.niater dropped in on £& thia atternoon &t 3 o'eloelc. l!e 
atated that he had ende&Yored two or three u ... to aee the Prelldent atnce 
hia conYeraation with Secretary Morgenthan laat veek, but hsd been unable 
to obtain an sppointment beoauae of the Preaident 1a illneaa. On hie laat 
apprcsch to the White Houae, Miniater Proeope baa nov been adYiaed b7 
~enorAl Wataon to aee Secretary or State Hull and atate his busineaa to the 
latter. In Yiev of Mr. Mor~enthau1 a adYlce that Miniater Procope thould 
not t alk to the State Department about the matter or a reconatruetion loan 
tor Finland until the Preaident sight eo direct hla, Proeope nov hetitatea 
to call on Mr. Bull. Tbnt ia, Procope ia not aura that the President baa 
t old Mr. Hull what t he propoaition ia, and he doea not deaire to diacuaa 
~ecretary l!orgentbau' a plan with Secr etary Hull in auch Cll'CUlUtaneea. 

Minhter Proeope h planni~~C to go to llev Torlt toaorrov atternoon. He 
aaked, ther efore, if he could telephone Secretary Morgentban, or if I would 
telephone the Secretary, f or adyice, I excuaod mr•elf at tbla point, and 
went into Under SeeretnrT Bell1 1 office to diacuaa the question. Mr. Bell 
t elephoned t he Whit e Houae, but ~arned thnt Qeneral Wataon had lett the 
building &nd vould not ret~n until tocorrov morning. Nei ther Mr. Bell nor 
I vaa willing to call the Secretary thla afternoon. 

£4 

Upon returning to &J' ot!lce, I told ):1n1ater Procope that ve had been 
unabh to get in touch vHh ~nel'ftl llateon. I prahe4 that ve would learn 
froa Gener al Watton aa e&rlT aa po11ible in the aornlng whether the Preaident 
baa aetuall7 pp.aaed on to Secret&ry 3nll aoce inatruetiona in ree&rd to the 
plan vhlch Secreter)' lJ.orgenthau submit ted, and whether the Preaident deairea 
that Miniater Proeope nov dlacusa the subJect directlT vith Secretary Bull. 
If an affirmative reply ia receiYed I shell promptly inform Mlniater Procope 
that he ahould go ahead. It the reply is negatiYe, either V.r, Bell or I vlll 
eelk the Secretary' • &dvice in the premise• aa aoon aa one or ua baa contact 
with him, and then telephone Miniater Procope. Procope vould like to hear 
f rom ua by noon, ao that he ai~t eTen see ~r. Bull before he leaYel for 
!lev Torlt tomorrow atternoon. While the Mlniater 11 anxioua t o get the matter 
UDder 'lf87 aa qnicklT aa po181ble, he doea not want to ·~•t that hla Go ... rn-
:ent aend a oo-lulom to t his country before he 101J:t han definite aa~~Ur&DCea 
that the aiaaion vlll be euceeaatul. 

In thla connection, the Minlater atated that in h11 ls.t conyeraation with 
Mr. Jeaae Joaea in regard to treedom or uae of the additional $20,000,000 
credit, Mr. J onea aaked vb7 !'inland did not requeat ot hia that an e441t1onal 
credit be granted. llhu the Miniater aalced vhat uount Mr. Jtlnea could 1~1t , 
the latter ... nUoud $10,000,000. Minlater Procope helltated to go ta.rther with 
the conYeraation, leat there aight be aofte complloatlon if the plan of the 
Secretal')' of t he orr.aeuz"7 can be put 1nt7 ~ 
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TREASURY DEPARTMENT 

UNITED STATES CUSTOMS SERVICE 

Hon. Basil Harris, ~7· 
eo..iaai oner ot Cua~ , 
-rr.&aury Department, 
Waahi.ngt on, D. C. 

Dear Baall: 

NEW YORK, N.Y. 

llaroh 26, 19.0. 

~or your intor.ation I am encloaiDg herewith two 

meaoraQda troa Inspector ~itzgerald dated March 25th, 

end relatiDg to cargo shi pped to Kanzanilla , Mexico, 

destined tor Vlad1Toatolt, Russia . Also encloaed ere ho 

cards 1nd.1cat1Dg the p&niee 1ntareahd 1n th.i.a cargo. 

Stncerel7 yours, 

!tlcl a: 

ho a-.ol'BJida (or1&1nala) 
'l'wo oarde ( or1&1Jlala) 

..Hcuvt
&1'1')' l . DurniDg. 

Collector. 

6{ 
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... ~ Jlarrt•, 
o..IMS•• ot cu~, 
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•. ,, .. ._,D. C. 
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..._ • • , lHO • 

h• ,... 1A1'--.toa I • -.1...._ b--su tw 

-J'U4a ~ Jupeot .. ~U .. oi"'LU a.-.. Muela IMII, 

ud J"ol attac \o ee.qo ablppod t o .. Duatlla, •coo, 

laeloa 

.... a ..... (m.l•lo) 
~ oua (orillaalol 
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,._ ...... an.-.. ,...,, .. 

TREASURY DEPARTMENT 

UNill:D STATES CUSTOMS SERVICE 

NEW YORK, N.Y. 

llarGh zs, 1940 • 

IOOIOIWIDtllol POll !HE ASSIStiJI'r COLI..BC'rOR o 

JGCftb C5 

Reference ie made to the Al:lorioo.n SS DUEl~V!:ll'roRI. whiob 
oleo.rod from thia port on Jo.nuary *• 1940 for l!a=o.nillo, 
~exioo , with o. oergo of copper doetinod for Vladivostok, 
Ruaaia.. 

'!be writer on tbia da.y inteZTi ... d l.lr . Fred Vele~, Captll.in 
or tho Al:lerioan ss BUE!.!AVEllroR.L .oorod a t the State Bars• Cnal 
root ot Coluabia Street, BDoklyu. a. atatea that ho did not 
contact o.ny nuela on the trip . Alao that .men he arriYod at 
lolanat.nillo, llexioo , there waa a rumor that be had machine pna 
on board whinh waa not true. He turther atatoa that 1300 tone 
of copper were unloaded from hie veuel to t.'>e Rueeian SS 
MAYAKORSKY at ll&n&o.nillo , llexico . The balance, 2000 to..., nro 
unloaded on to lightere aDd then placed on the wharf. Alao , 
be doea not know what bec&mB of tbia cargo as be wae only 
ther,t'or a few claya . He &lao inton~~od the writer that the 
Gen:l&l1 SS IU.VEI-'l>'D 1e anchored at ll&n&anillo, lle:doo • 

.t.ttaohed aro two canla - - one oard 1a J . PeinateiJI, a 
ropreaentatift of .t..torr; b-adiGe Coapany ..Uo arri'rod by airplana 
from ll- York to auperYise tbia car&o at lleluanillo , Jlexioo . 
The other oanl 1a .t.~~enoi& Comeroiai Y llt.rtiaa - - a teftclorea 
who ~· from ~xico City to Wan£anillo eapeoial1Y to ella
charge tho oarr;oea of the SS GUY.t.QUll , SS BUEI!VEliTUJU. « .t.!lD 
SS IU.RPOON • 

The Captain turtber atatee that on<>• the cargo r eaolwa 
VladiToatok they woulcl not lwYe any trouble r;otting to to 
Ger::azq. 

tbD Captain r equests that thia intormatio~ be kept 
confidential. 

~~~~ 
John G. c. Fitaseralcl , 

Inapector of CUitoaa f l20. 
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INNP'L.Y ....... TO: 

TREASURY DEPARTMENT 

UNITED STATES CUSTOMS SERVICE 

NEW YORK, N , Y, 

.JGCPab 

Olen.tCT HOo 10 
,........_ • ....,,_,._arra .............. _ .... ,.. .. , 

lmlOIWiDllli FOR tll£ .&SSIS'WJT COLLEC'lORa 

Referenoe ie -.de to oo.rgo wb.iob o.rrhed at l.!AnLIU11llo, 

ll.e:rloo, destined for VladiToatolc, Ruui&. 

n.e writer hae b.en infonaed there are l\800 ton.~ 

of copper now t.t ltal1&1nallo, Wexioo . P&rt ot tb1a carso 

11 frolll the .U.riolll1 SS GIUJAQUIL and po.rt frotA the 

Aloericlll1 SS IIJJU'OOII. JJ,ao theN &N SOOO tona of lead there 

which orisin&ted &t 1!onte N y , !o!e:rloo. 

John u. c. Fit&gerald, 
Inapector of Cueto• f 120. 

ro 
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ASSOCIATION O F AMERICAN RAILROADS 

TRANSPORTAT ION BU I LDING 

WASHINGTON 0 . C . 

J J PELLEY 
.... OUif 

Honorable Henry Morgenthau, Jr., 
Secretary of the Treaaur,y, 
Washington , D. c. 

lly dear Ill'. S.eratary1 

llareh 26, 1940. 

71 

In accordance witb our conversation of several weeka ago , I aa pleased to 
enclose herewith advance atatea enta of the Nsti onal Forecast of the Regional Shipper&' 
Advisory Boarda cover 1l'lg quartarly freight car requirements of 29 principal co-od1-
ties for the second quarter of 1940. 

Steteaent •!•, attached, ahows the uti&eta b7 district& coapared with ac
tual 1l'l 19.39 and stetE.I:Ient •B•, attached, shows the detell c-od! ties which go 1l'lto 
these eetiaatas. !a a !lAtter of 1l'lforsation, a considerable pert of the eatiJI&ted 1l'l
creue for t he second quarter h .. de up la.rgely of coal and coke. During the firat 
six weeks or the second quarter of 19.39 a coal strike was 1l'l effect, so the heayY 
eatl.Jlated 1l'lcreaoe in coal for the second quarter of 1940 1a coaperatin with a period 
in 1939 of greatly reduced production and distribution. Elildnating the coal and coke , 

it is our judpent that the total of the second quar ter increase will be about 8.1. 
over last ;year . 

At our prewioue aeating, I left with you • printed copy ot the estiJI&ta tor 
the first quartar. For convenient r eference, an additional cop;y 1a attached. You will 

note on the second page that the eatiaated increase in that quarter was 12.1.1 the 
actual increase tor the first eleven weeks of the quarter, and covering the l ateat 
available figures we bave, shows a 12.5. increase in the loadin& ot the ca.moditiea 
listed. For all the car loadinca, which include l . c.l. ca..oditiea not conrad b7 the 

forecast, for the first eleven weeks of 1940 the increase 1a ~ on r • eiAiler period 

ot 19.39. 

As aoon as we bave car loading figuru coaplete for the firat three 110ntha 
ot tbia yeer, which will be early in April, I will be very glad to send you, in ac
cordance with your r equest, our eatiiiAte aa t o what the total car loadinga will be 

for the year, 

Sincerely yours , 
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2nd Quart r 1940 

District Actual Eatl..anted ~ ~ 
No. 1939 1940 Increase DecreiiBe 

6 Southeast 544,98) 592,210 6.7 
7 Southwest )14, 513 )00,667 4 -4 

l2 New England 101,296 106, 167 4.8 
8 Atlantic Sts. 597,791 600,946 o. 5 
9 Allegheey 488,200 766, 46o 57 .0 
2 Great Lakes )42 ,052 )76,678 10.1 
4 Ohio Vcl.l~ 4)0, 815 75) ,7o6 74-9 
1 llid-Yiest 62), 567 66o, ll6 5·9 
) Northwest 298,240 JTI,064 26.4 
5 T-li-K 270, ))2 2?9, 5)6 ) .4 

10 Central \lest 157,4?9 162,279 ) .0 
11 Pac . Coast 2)1,7)9 266,2)2 14.9 
14 Pac. N.W. 187, 501 187,713 0.1 

Total 4, 598, 508 5, 429,774 18.1 

Regraded Uclassified



NATIONAL FORECAST ~1) QUARTER 194o 

Al)YISORY BOARD CLASSIFICATI09 

C 0 II II 0 D I T t 

All 

Flour Meal & Otber 11111 Producta 

Hay, Straw and Alfalfa 

Cott')n 

seed & Product• Except 011 

Fru1ts 

Fruits 

Vegetable a 

Dairy Products 

and Colta 

and Concentrates 

Sand and Stone 

and roreet Products 

Clay Products 

Liee and Plaetor 

Agrio.Implements & Veb1clos, 
Other than Automobile• 

Parte 

Prepared Roofing 

Goode - All Canned Food 
rro>~•ct;• ( Inoludea Catsup,Jaas, 

,Oltwee,Ptctles ,Preeerwea, 

TOTAL ALL COMIIODITIES LISTED 

• 

(1) 7".3 

TOTAL ALL REl'Oi\1'1110 DlS'fRIOTS 
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NATIONAL FORECAST 
of the 

covenng 

QUARTERLY FREIGHT CAR REQUIREMENTS OF 
29 PRINCIPAL COMMODITIES AS FURNI.SHEO 
TO THE CAR SERVICE DMSION OF TiiE 
ASSOCIATION OF AMERICAN RAILROADS 

1st QUARTER 194 0 
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r------------------------------------------·1 
LIST OF SHIPPERS' ADVISORY BOARDS 

DJST NA M£ or ot:N&RAL 
ADDRESS .1!2. BOARD CHAIRMAN 

9 ALLCGIICNY L G. HULTS. .ROOil 1103 - PtNNSYLVANIA STA., PITTSBUROH. PA. 

a ATLANTIC STATtS GOO P RICI!BORN JSG2 - SO VBSI!Y ST .. NEW YORJI , ll Y. 

10 CllliTJW. wt.ntRII A.loi..HAYS .....• .402 - UNION PACU'IC BLDG., OIUJiA, IIEBR 

2 GREAT LAKES H IJlPJ' CARBJ:LL ~A - W Cil CENT TtRlllliAL, !Etl!OJT, IIICH 

IIID·WBST W Y WILDit kll .2205 - S9EAST VAll BOREll St.. CHICAGO,ILL 

12. lltw I:IIGLAND W P GARCELOII. 421 - SOU TH STA . BOSTON, loiASS 

3 IIORTHwtST C H CONAWAY &20 - IIODGSOY 8LDO , 11111liEAPOLIS. )(INN 

4 OHIO VALLET R S. loi..At.are .. • N·20S- UNION STA , CINCINNATI , OHIG 
II PACinC COAST P. S. ARIISTROOG . Sl&- WELLS PAROO BLDG., SAN FRAN , CAJJF • 
14 PACIFIC NORTHWEST . W G PERROW • :· .. .. 404 - OREAT NORTHERN BLDG. SEATTLE . WASH 
a SOUTHEAST A.W VOGTLC .... , ..... :· ... • 211 - 110 CCNTRA.L AVE,.S.W., ATLANTA, OA 
7 SOUTHWEST • C P BYARS 141 3- BANTA PE BLIXl. DALLAS , TeXAS 
s TRANS ·IIO · KANSAS CARL GltSSOW .254 - UNION Sf A. BLDG., ST. LOOIS, IIO 

..... 
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J.IIJiliCU COJ:liULl'R QXHI!!U • 
.&aeri01111 7-oreip SerY1ce, Banoi, Indochina, 

March 26, 1~. 

S'llliJeotl 'food Oil Shipaeute. 

fM Jlouorable 

Slr l 

!'be Seoret&r7 of State, 
•ahillgton. 

I ban the houor to rater to rr telegru of llarch 23, 1~, 2 p.a. , 111 
regard to restrictions on the e:rport of wood oil froa Indoohlaa. Reference ia 
•lao -.de to 1111 dupat chea noa . 48 and 62, dated Juuary 28 and llarch 7, 1~, 
in regard to the movaent ot wood oil aeroaa Indochina. 

The question ot restric tion ot exports ot wood oi l ot Chinese ori&in baa 
been diacuaaed a IIWiber ot timea with ott1ci~a of the Govel'llll8nt General ot 
Indochina. Bot h the Director of the Eeonoaic Section and t he Under Director 
of Cuatoas have at.ted that, until aome positive .rr&lll;eme:nt ia ... de with the 
Chilleae Governaent aa to lndochilla permtti~~& only the export of Chinue wood 
oil eo•ered by a Chineae export penait , t here 1a no reason 1lh7 Indochina ahonld 
act aa a •police,...• for the Chinese Governaeut. In other wor da , up to the 
present , the Indochina Government does not fesl obligated to do ao~:~ethl~ the 
Ohineae Government ahould do, namely, prevent wood oil fro~:~ Kwan&ai not covered 
by a Chinese export permit f r om entering I ndochina . 

Port officials of the two British ateamahip services calling recuJArly at 
Haiphong state that Indochina perai h to export Chinese wood oil not handled 
by the J'oo Shing Tradi~~& Corporation are beinc obt ained, but 111 Mollo)' eaaea 
after ao- delay and with considerable difficulty. The:r acDtl.t, boftYar, that 
conditione vary frora tilDe to tiae and that, durin& c erta111 perioda, the Indo
china perait h relativel:r eaa1l:r obt.tnable. 

The Indochina Cuatoma 1a understood t o ba•e .ugguted to both the Indo
china-Yunnan Rail~ and t he J'oo Shin& Tradinc Corporation that tuk oars be 
obtained for the tranaport ot wood oil, the oil to be pumped direotl:r f r ora the 
tank eara to ships' tuke . J.. aurvey of t he taeilitiea at Haiphong 1a eaid to 
be under way, to detenaine t he beat l ocation tor the terminal pumpinc station 
at that port. The i naucur•tion of thh tank ayat .. will aeaiat t he Indochina 
Cuato~:~a materially, a a a oheck on the usual wood oil containers (druaa , tina 
and tuba) 1a illcrMaincl:r di.ftleult , 1n new ot t he tact that raoblliP.Uon baa 
redwled the Cuetoaa etatt \ o a barel;r workable alnlaua. 

Rupecttull;r ;rour a, 

'lor the Oonaul at Saigon,. 

CSLBLES S, RJED II, 

.Ueriean Oonaul. 
In duplicate t o t he llepartaent (Origi-.1 b;r air ail) 
Copiee t o the llabaae;r, Clm.nckinc and Peipinc 
Copies to ConaulaUa Gene~. Bongl<ong and Shenpl 
Copiea to CenaulaUa, :lunaiag and Saigoa 
Stf3/«JJ CSI! :car Regraded Uclassified
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Murch 26, 1940. 

MEt.!ORANDUl.! FOR THE PRESIDENT: 

On the basis or a request or Secretary Morgenthau , whioh 

he told me had your approval, I am making this report or the 

racte, as I have r ound them to be, relating to the reduction 

in force now being made in the Procurement Division or the 

Treasury Department. 

For the last five years, the Washington office or the 

Procurement Divisi on has operated ae one unit, although 

administering the regular procurement activities as well as 

the purchasing !unctions or the emergency program. The reason 

tor this, as then explained to me by Admiral Peoples, was the 

raot it did not seem desirable to build a separate supervisory 

starr ror t he emergency actiVities which would, to a large 

extent, duplicate the same runctione perf ormed tor permanent 

activities . Such increases in the etarr ae the Divieion con

sidered neoeeeary wer e made by t he appointment or e mployee s 

on the emergency roll. Budget estimates on this basis were 

made !rom year to year and included in the emergency appropri

ation. 

In view or the reduction in emergency activities, it 

seemed to the Department thi s year that a careful analysis 

should be made or procurement aot ivitiee ror the purpose or 

reducing the contribution trom emergency funds ae nearly ae 
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poeeible to oontorm to the proportion wh1oh that activitr 

bears to the regular procurement work ot the Divieion. 

In pureuanoe ot thle purpose , the Secretary directed 

Mr. Harold N. Graves to make the necessary inveetigation 

and report. Mr. Gravee wae oroTided with neceseary start 

assistance tor this purpose. A very careful and thorough 

analysis ot all the work performed by the Divlsicn disclosed 

that emergency activities being currently performed would 

justify the employment ot scarcely more than 200 employees, 

although there were then being carried on the emergency rolls 

and assigned to the work ot the Division something more than 

{: 700 employees. 

In preparing eetimatee tor appropriati on& tor next year, 

the Department included a request tor tunds on the regular 

84 

roll which would have permitted them to take over trom the 

emergency group a considerable portion or the employees already 

eo engaged, although paid !rom emergency tunde. After careful 

review in the Bureau or the Budget, the Department'& request 

was reduced eubetantially so that the Budget actually included 

only 232 such positions. Congreee reduced that eetimate finally 

to a net ot 137. The Department, therefore, round iteelt in 

a position where i t could not atter next July 1 ethically 

retain more emergency employees than were actually used tor 

that actlvlty (200), and with tunds provided on regular rolls 

~ tor only an additional 13?, the total number or positions 
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available would be only 337, whereas the current comparable 

group on the emergency roll was more than 700. It, therefore, 

proceeded forthwith to reduce the emergency force systemati cally 

with a view to meeting that limitation. 

The Department determined to reduce this force on the 

basis of a rating to be made of all emergency employees in 

the Divi sion; those to be dropped being the ones with the lowest 

rating. This rating was arrived at in the following manner: 

A weight of 55 points was assigned to the efficiency 

faotor; the efficiency ratings being the average of the ratings 

given eaoh employee over a period of the last three years. 

A weight of 30 points was allowed on account of the 

dependency factor; this allowance in full being given where the 

employee had an outside income of leee than $200 and had five 

or more dependents. 5 poi nts were deducted from this allowance 

where the number of dependents was only tour and with each 

reduction of one in the number of dependents, the allowance 

was similarly reduced. In the case of employee& having outai de 

income of between $200 and $1,000, the dependence allowance 

was only 20 points where there were five or more dependents, 

and the allowance was similarly reuuced in proporti on to the 

number of dependents . Where the outside income was between 

$1,000 and $2,000, the maximum allowance granted was 15 pointe . 

Where outei de income was between $2,000 and $3,000, the maxiaum 

al lowance given was 10 points, and where the outside income 

was $3,000 or more, no deoendence allowance was granted. 
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For length of service , a maximum credit of 15 points was 

allowed, based on an allowance of 5 pointe for each year of 

service uo to three. 

No other factors than these were given consideration. 

The l i sts were prepared in such a way as to put in oompetition 

only the employees in the same general classes. For instance, 

supervisory employees in the higher grades were in comoetition 

with each other only. Stenograohers and stenographic clerks 

were not required to compete With groupe where the work was 

in a different classification. The number of reductions 

necessary in each clas sification wae arrived at by carefUl 

survey of the volume of work prior to the preparation of 

separation ratings and no consideration wa s given in that con

nection as to what individuals might be dropped. 

Great care was taken to see that t he rules laid down were 

scrupulously adhered to in all oases, and the Director of 

86 

Personnel of the Treasury Department, ur. E. R. Ball inger, was 

cha rged with the duty of reviewing the lists and handling all 

complaints t o see that no favoritism of any character had been 

permitted. The only exception that I have discovered in the 

application of the prescribed rules was in the case of one or ~~~ 
t wo employees suffer ing some physi cal disability and they were ~ ~~~ -retained at the direction of the Secretary, although they 

would have been dropped had the rules been applied in their 

cases. 
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At the direction of Secretary Worgenthau, all employees 

to be dropped were given full thirty days notice , in addition 

to being granted a1cumulated leave to which they were entitled . 

(Signed) Wm. H. KcReynolde 

Wm. H. UcReynolde 
Administrative Aaaletant 

to the Presi dent 
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.Aalerioan Foreign Senice. l!al1o1, IDdochill&, 
!l.areh 26. 194o. 

Subject: Wood 011 Shipments. 

The Honor able 

Sir: 

The Secretary of State, 
Waabi~~&ton. 

88 

I hAve the honor to refer to restrictions on the export of vood oil 
from Indochill&, Re:f'erence h also made to rq despatch No. 7610 and 62, 
dated ~larch 7, 194o, in regard to the movement of wood oil acroaa Indochi.na. 

The question of restriction of exports of wood oil of Chinese origin 
hae been discussed a number of times with officials of the Government General 
of IM.ochina. Both the Director of the Economic Section and the Under 
Director of Cu9toms hAve stated thAt, Ulltil oome poei tive Arl'&ZI&!""'nt h 
made vi t.b the Chinese Government aa t o Indochin& permitting only the export 
of Chinese wood oil covered by a Chinese export permit , there ie no reason 
vh,y Indochina ebould act aa a "policeman• for the Chinese Gover11111ent. In 
other words, up to the present, the Indochina Government does not feel 
obligated to do aomethi%1& tba Chineoa Government ebould do , namely , prevent 
wood oil from Kwangsi not covered by a Chinese export permi t from entering 
Indochina, 

Port official a of t he wo :Sri tieb eteamebip aenices calli~~& re&Ularly 
at Haiphong atate that Indochina per:Uts to export Chinese wood oil not he.Ddled by the 
li'oo Shing Tra41~~& Corporation are being obtained, but 1n ma.u;r case& after oome 
dela,y and with considerable d1ff1cult7. !£hey ndJDit, however, that conditione 
V&r7 from time to time and that, during certain periods, the Indochina permit 
1a relatively ea811y obtainable, 

The Indochina Customs 1a Ullderstood to have t~Uggeated to both the In4oc~ 
Yunnan Hail~ lllld. the Foo Shing Trading Corporation that tank cara be obt&ined 
for the tr&naport of wood oil , the oil to be pumped directly froa the tank care 
to ah1pa 1 tanka. A auney of the facilitie'a at Haiphong 1a said to be llllder wq, 
to dete l'lline the beat location for the ter111inal pwaping atation at that port. 
The inau;;uration of thia tank eyat-sm will udat the Indochina Cuatoma ll&ter1dly, 
ae a chAck on the uwal wood oil containers (drums , tina and tuba) 1a increaaill&ly 
difficult, 1n view of the fact thAt mobilisation baa Nduced the Cuetoae ataff 
to a barely workable ail!J.IIIWD. 

Be epee tfully :roura, 
•or the Conaul a t Saigon, 

CHARLES S , REiD II, 
In dupt1cate to the Deport.ent, Aaerlcan Conaul. 

(Original b7 air •11) 
8~1:: tg ~Jeu:~·riD::!§l':L*th~APt~- copia~~~al·lh~Jre 
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~ TRICTL Y CONFIDENTIAL 
TREASURY DEPARTMENT 69 

INTIER OFFICE COMMUNICATION 

DATa March 26, 191to 

I"RRM Mr, Cocll.raa 

Official aalea of Brit1ah owned dollar aecuritiee UDder the ~•t1ac 
order effeet1Te ~ebraar,r 191 

llo. of Sbaru $ Proceed• of Nominal Value $ Proceed• of 
Sold Sharea Sold of :Bonde Sold :Bonde Sold 

M&rcb 
18 4, 900 164,753 li11 Jill 

19 12,300 589,193 1111 lT11 
2C 12, 200 649.553 Jill 111 
21 8, 900 423.387 !ill lTll 
22 1111 BU Jill V11 
23 14,318 470, 724 llll V11 

TOTAL fOR liEElC 52, 618 2,297.610 1111 llll 

S&J.u from 
~ebruary 22 to 
MArch 16, 1ncl. 241,190 9.293.327 li11 Jill 

TOTAL J'ilBRIT•RY 22 
to IW!CI! 23, IlJCL. 

293,808 ll,590.937 1111 111 

Mr. P1neent atated that Mr. Gifford he4 re:\'Orted that aalu of non-Taated 
eecur1t1ee for the week ended Karch 16 totaled $4, 900,000. The ~at1on of 
iuuiBC a aeeond ~•Un& order b.&e been dlscu11ed further, but Gifford thillka 
that 1t would be too earl7 to take such a etap at the end of M&rch or on the 
hut•Uftl7 ~ahd d&h of .A.pr11 13. Gifford f&Tora a f&1rl7 loac 1nterftl 
betwen natlac orden, with a goodly 11110\Ult of eecuritlea to be 1n-rol-re4 NCb 
Uae. l!e dealrae to keep tb.a yutiDC well ~ of aalee, but H ia real.lled 
tbat there ia no urcenc7 now, conalder~ the aul1 extent to which tb.a aecuri
tiea tat.n onr at the firet TeatiA& haTe been liquidated to date. Gifford 
continue• to d1rtde hia bua1uu aOJDewbat, ao aa not to g1Te the iapreaalon that 
one concern in lev York baa a aonopol7 thereof. Be expects an aaahtant to 
arrha froa bgland in the near tuture . 

There ia attached a cllppint; troa the liew York Berald 1'ri'WM of M&roh 26 
whloh indicate• t hat the llew York ..rket ia atill not aware of Bri t1ah offici~ 
ealee of eecurltiee. 
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ta aocordaM• Y1th the pl.a arrin4 at 'b;r u ncb•c- of OOI'ft8pO..S.
betwea lleor.tar:r Morpatba .ad. Obalraa J'ruk of the SecviU•• u4 :labap 
Co•1 .. 1oa, I 'bepD oa Marcb 21 to ch• Mr. P'Droell of the SeOU'lUee 11114 
:JJ'Ohnp 0o•1elloa the d.a1l7 ftcnr .. •• r.oehe4 froa Mr. Pllleeat. Oa Marob 
22, I .. at Mr. Purcell a etat-at ebowtac all of web ealea froa Je'bJ'U1'7 22 to 
Karch 19, 1DClu1n. fhe f1cnre• are aow 'belac telephoned dall7 u r.celwd. 
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DY I Olllt liElU.LD !ailltJD 

llareh 26, 19llo. 

Mobilized Stocke 

'l'he a1xt;y American dollez etookA eequeetered b7 
the Brithh mthoritiee troll their catiocall han not 
;yet :!'ound their we:r to thAt J.meriean -.rket, aa well u 
can be leiU"Ded. Word :!'roll London 1Dd1catee a etrong 
:!'eellng aaong well lntoraed broker• that the Brltieh 
llaJ' oell the hsuee for eoae tlM. Baaed on the anu.p
t1on that the ,.... will be a lo~~& one, the7 r eaoon that 
the continuing 1Dcoae realized troa holding the eecur
ltlee ~ be a coneiderab1T greater bene:!'it that earlJ' 
eale. Part1eular1T hi&)! grede eecurltlee and regul.ez 
dh1.dend p8¥1ng co .. on etock are expected to be held 
:!'or iJ>Coae. Speeul.&tln heuee a:t be eold on a •rltet 
rhe, but not at currentlanll, according to London 
goealp. 
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5~ ;J~~TOFSTAn 
I n renly refer to 
EJ. 842. 6151/1;50 

WASH I NGTON 

March 26, 1940. 

My dear Mr. Secretary : 

In accordance ~ri th the request ot the Canadian 

Minister, I herewith t r ansmit to you a copy ot a 

comm~oation Just received f rom him with regard to 

the !)rospective announcement ot an agreement reached 

betlreen the CanRdian Foreign Exohange Control and the 

United Kingdom Control in respect to arrangemente tor 

the sa1e ot Canadian securities held by United Kingdom 

residents . 

Enclosure : 
From Canadian 
Minister, 
March 26, 1940. 

The Honorable 

Sincerely youre,A~ 

~ 5~').,._...,~~ 
Henry F. C dy 

Assistant Secretary 

Henry Morgenthau, J r . , 

Beor etary ot the Treasury. 

22 
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My dear Mr . Secretary : 

CANADIAN LEGATION 

I'IASHINGTON 

March 26th, 1940. 

'l'he Canadian Foreign Exchange Control Board are 
about to announce an agreement they have reached with 
t he Un.i ted Kingdom Control regarding arrangements for 
the sale of Canadian securities held by United Kingdom 
residents. I am informed by my Department in Ottawa 
that the Minister of Finance there has suggested that 
the Secretary of the Treasury here be informed about the 
matter before the announcement is made in the press . 

ll'hen foreign exchsngs control was instituted in 
Canada, it was provided that Canadian residents must 
ob tain permits to make payments in Canadian dollars to 
non-residents. Since the end of September, such permits 
have not been granted t-rhen the payments represented the 
purchase of Canadian securities o~med by non-residents . 

For a time , complaints ~rere received from United 
States holders of Canadian securities , who found it 
difficult or i mpossible to sell . In recent months, how
ever, this situation has greatly improved, partly by 

3J 

reason of the f act that the Foreign Exchange Control Board 
has authorized purchases by Canadians in oases ~rhere the 
amounts involved were not substantial, and t he sellers 
in the United States appeared to be in need of the funds . 
l·loreover, a system was set up by ~rhich non- residents could 
"sWitch" from one securit y to another. Transactions of 
this character have assumed substantial proportions . 
Operating through brokers and dealers, many United States 
holders, ~rho desired to make outright sales, have been 
able to do so as the brokers and dealers found other 
non- resident customers who wished to purchase an equiva lent 
amount of the same or other Canadian domestic securities. 

Up till the present time, our general arrangements 
in respect to non-resident sales of securities have 
applied to residents of the United Kingdom. lie have now 
~ ecided that some outright sales by United Kingdom resi
dents will be permitted. The authorities i n t he United 
Kingdom Will grant permits to t heir residents to make 

The Hon. Cordell Hull 
Secretary of Stat§ of the United States, 

1'1ashington, D. C. 

such 
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such sales, subject to certain restrictions in respect 
to the total do1lar value of permits granted. We have 
expressed our willingness to co-operate by authorizing 
our residents to purchase sec uri ties l·'hich United Kin; dom 
residents ara permitted to sell . This a rrangement forma 
part of the general program of repatriation which hAa 
been arranged to provide Canadian dol1ars for United Kingdom 
purchases of tlar supplies in Canada. 

I shoul d add that while the amount of the permits lthicb 
llill be granted will not be announced - and Will b e aubJeot 
to variations trom time to time - it is expected that trans
actions Will be kept to comparatively small amounts. 

The present intention is to make the announcement on 
Friday' March 29th. 

Hey I therefore reQuest that you be good enough to inform 
Mr. Morgenthau in the foregoing sense in accordance with 
Colonel Ralston's suggestion. 

Believe me, my dear Ur. Hull, 

Yours very sincerely, 

LORING C. CHRISTIE. 
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SEcretary o£ Statr , 

\lo.shin:. ton. 

742 • !.larch 26 . 

'· ·~ .. . ..... 

!"OR TBEASU~ FOOM ":m'ERIIORI'U. 

1 . ThE ~ritish Treasury states in confidEnCE that 

an announcEm..at will bE made at thr rnd of this wrdk of 

an arrancO'!lEnt rEachEd bEtwEen the Zritish and Canadian 

monetary authoriti rs whrrEi>y vrrml.Ssion will br a rant cd 

for thr salE by United Ki ngdom residEnts to Canadian 

residEnts of Canadian sccuritics other than Canadian 

Government ~onds . Thr ~ssunnce of pErmits by thr Barut 

of E~land will not bE on a p n) forma basis such as 

>revails in thE casE of .\me ric an securitiEs sincr the 

dealin.:;s will b E allo11£d only on a small scalE anc< for 

limite amounts ; but it will constitute a mEans by which 

thr ' ritish GovErnment can acquire somr Canadian dollars 

without rrquiring thr Canadian Gove rnmEnt to raisr thr 

money. In this colmEction l'Efcrrncr is mad£ to parat;raph 2 

of my 6;L , .. arch 12. 

ThE 
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-2._ #742, March 26, from London. 

ThE 9ritish TrEasur7 statts that th£ Canadian 

Minister in \Vashincton will call upon thE SEcretary 

of thE Treasury to Explain in d Etail thE arrancrmcnt 

r£ach £d . 

2 . lith rEfErEncE to my Ho . 681 of Jiarch 18, 7 p . M., 

minimum dcal1ne pricEs for a new ranee or trustee 

securiti ES have been incorporated in the stoclc cxchall{';E 

official list and bccmn~ tffcctivt today, They include 

local govcrn:nEnt , colonial and do•nin1on bonds . 

3 . J>ollot'fin_: thE £ast:Er !lolideys activity has been 

small in t!;c cJ. tv and the nEw three per cent war loan 

continues at a c..iscount which hos now beEn reducEd to 

one cit;hth . 
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TREASURY DEPARTMENT 

INTER.OFFICE COMMUNICATION 

OAT& )larch 26, 191io 

nooM Mr. Cochru 

The open market r a te for aterling todaT e~erienced the abarpeat 4aollno 
t het he1 teken place in a eiagle 4q1 1 tra4iDC 111lc0 laat Septer~ber. 'l'ha 
curren07 waa UDder prauure all daT a1 a r .. uu of hea'1'7 selling for aeeount 
of forelp b&Dit1, which ))robabl.T repre~ented the aec'aiiUl.ation ot order• onr 
tho J:a1ter hollda;,a. .U lhovn 'b7 the r eported hrnonr tlguroa, purch&••• 

9'( 

of ahrllllt; were 1llghtl.T lese thu half of the 1al .. , with co=erclal eoncol'1lJI 
aeeountlllc for the greater pen of the 4MAJI4, Prior to the openlDC of the 
:Jew Yorlr: urlr:et , aterlillt; 1n .b1terdea fell troa 3 . 67- 7/16 to 3 . 62-1/2. In 
!lew Yor lr:, the openiDC quotation wa1 3.63- l/S. !ha rate moTed 4-.rd all 
dll7 with onlJ' ainor interruptlona u4 r eached a low ot 3 . 52 Juat before t he 
elo11. !he final quotation waa 3.53-l/2. 

Sal11 of epot ahrling ~ the ab reporting bonk• t otaled 1.1 , 0&.5,000, troa 
the followiDC aourcea: 

!7 commercial concerne • ••• ••• ••••• •• • ..••••••.•...• . ... * 14o,OOO 
liT foreip banlr:a (Europe, 7e.r :laat u4 South .blerica) .. lo 925,000 

Total ••••• t.l,o&.> ,ooo 

Purclla111 of epot aterl1ng amounted to 1.510,000, u lnd1cate4 below: 

lr commercial conc.rna • •••. • •.••• • ••••• • ••.•••••. • .•.• • ~ 437,000 
~ foretcR b&nlr:a (Europa aD4 Jar Jftat ) •••••••••..•••• • • lo 73,000 

!otal • •••• lo 510,000 

!he followiDC r.porting baDir:a aol4 cotton blUe t otaliDC 1.66,000 t o the 
Brltlah Control 0 11 the bash of tho ottlelal rate of 4.02- l/2: 

lo 26,000 ~ the Ouarant:r '1'ru1t Co8:p&D7 
20,000 'b7 the Cbaaa Jlational llanlr: 
10, 000 'II¥ the llanlr:er1 Truat C~ 
8,000 b7 the J'atlonal Cit:r llank 
2 ,000 b7 the Irrlnc Trutt CCIIIIPan:r 

t. 66,000 !ohl 

lfoTlllc 4--.M with lhrllJIC, the hench fraDC t ouched a low ot ,0199-l/2 
uA cloM4 at ,0200-l/2. !he C•ud!n dollar, on t he other hruld, auo4 olll;r 
allptl.T, u4 aub1oqueat1T raoonre4 t o l~ 4heoUDt at the clo••· 

STRICTLY CO NFIDENTI AL 
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'fhe ·other J..port&Jd curraci .. clo .. d aa tollowal 

. 5310 
, 22'42- l/2 
.1701 

.t. ne1r: tone baa characteri&ed the rate tor the Cullan p e&O tor Mal'q a 
aonth. ! odq it v14ened t o a dhcOUAt ot 11-9/lf,f., 'fhe quot a.Uon t or the 
Ma:dea.n pe&O -• ,1672; it hu rcetned at thh ttcura ainea Jaun>AJ'7 3, 

Ve purchaaed $1,000,000 in gold tro. the e&r~:~arked a.ccount ot the ~ ot 
the Coloabian Republic, 

98 

1'he Federal Reeene llalllc ot lfew York reported that the B,I,S, w.a ahippi ng 
$566,000 i n gold troa Svitzerl&Dcl to the J , Henr,r Schroder BsDJcing Corporation, 
lllew York, tor sale to the 11. S • .t.ssq Ottioe, 

On the r eport ot March 20 reeei Ted troa the Federal Ruane llaDII: ot •
York gi'f'iDg the tonip nchenge poaiUona ot banlca aD4 be.nlten i n ih dhtrict, 
the t otal poai tion ot all cu:rreneiea -• abort the aquhalat ot $17,551,000, 
an i.IICreaea ot $503,000 in the abort poaition, 'fhe net ehengea in the poliUona 
are a a tollcnral 

SHORr POSITION SHORr POSITIOII 
COUll'l'lll' 

Latin .Azlerica 
Japan 
Other Asia 
.t.llOthen 

'l'otal 

H.UIOii 13 MIJ!Cii 20 

• 7, 302,000 $ 7. 579.000 
5 . 951 ,000 6, 415,000 

785,000 (Long) 755 ,000 (Long) 

696,000 
2 , 874,000 
1 , 010,000 

-0-

665,000 
2 ,936,000 

693 ,000 
18 ,000 

$17,551,000 

mcu•n Ill 
SHOll! POSITION 

$ 277,000 
464, 000 
30,000 (Decraue in 

Long Poli Uon) 
31,000 (Decreaae) 
62, 000 

317,000 (Decreaaa) 
18,000 

$ 503.000 

1'he llombq quot ation t or ailnr worked out to the equh alent ot 4o, l6' 
vbich r epreeenh an acl'081lce ot 7/16¢ OTer the price quoted lut Vedneadq, 

'fhe Lolld.on ailTer ~~&rlcet opened toclq attar a pr olonged weeancl holiclq, 
!he price fiDel tor epot ailTar - • 20-1/164, ott 5/84 troa t he tizinlt 
price on i'lmradq. l'o~ a1lnr waa fixed at 20-1/84, ott 9/1611, !he u.s. 
aquiTalenta were 32.82¢ and 32.76¢ reepeetiTaq. !he drop ia the London 
pr ice vaa attributed t o looel epecul.at.in aelllng in a .-11 urlce\, I1141aa 
i nhreata vera reportad aa b~era on the t all,, 

KandT and llansaa1 a price tor toreip lilTer, which 11 uaed by tu trade 
tor aettl•at purpoaaa, ,.. wiche.llce4 at 34-3/4, . 1'he 'rraallll1'7'• ])rica ,... 
alao unctwDgllcl at 35¢. 

STRICTLY CONFIDENTIAL 
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Ire -.de tn purchaeee of dlTer totalliiiC 762,000 OWlCel Ull4er the llllTil' 
Purchllll Act. Of tb11 UOWit , 380,000 OWlCII repr11entecl. Ialii fro• 1Dnnto17 
end the remaillliiiC 382,000 oUDCee conai at eel. of new production fro a forelp 
countrlee, for forward 4el1Ter,r. 

Ire aleo purehaaecl. II;? ,000 OWlCII of allTer froa the JleDit of l'.en•"e Ull4er 
our regular .. ont~ ecre-t, 

STRICTLY C 0 ~~fIDE N Tl A L 
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!IMI "-•'-'7 ulrecl •• \o o..t 7ft \be a\\Mb-' _,. 

d a h\\er ,,... 11r. Jaba Polhr, Pl'ftt4•' ot \be 

AneotaUoo ot .-.rt.oao llalli"'eelo, \op\ber wUh \be o\a\o-

qul'\01'-' 19110 are --.cillfl u4 tor We r-• \be 

s-o\arr _, .. 7011. \o ban \h• .....-. fb&oo ttprM 

will ao\ - ro1Moo4 liT \ ho AeoooSaUoa Ull\ll Uol&\ Aprt.l lo\. 

(Siqned) D. W. B!LL 

Dllllco 
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MIDOUO)• f1' ~GAl IAftMt\11 
fl" .... ,loa ... ,. ... w..u..-.. D. O, 

.... ~. Jre.7 ~~er.-u.a, Jr,, 

..... tal7., tlae frtl lll, 

........ ,D.O. 

.., .. _ llr ..... \ar71 

'qpl••Uaa ., hUer of lleHb !6Ua. J • pl-o4 to 

..t.n berewt \h a prla\o4 00)17 of ~ foi'MU\ tor tre~\ 

- .,..U..-h for \ho •-• quaner of lgllo *ioh .. han 

.,.., rooeho4 tro. ~· prta\er. ru. tell• \ho e\01'7 .. 

4oW1 '1117 repODe aa4 ~ oo..tUtoe, u4 will be relauo4 ~ 

\he AnoataUoa u of.._..., lleHb 31•'· 
Tnre "1'7 \ftl7, 
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.&IIDCUI'IOI Cl' .-a!a.&l IAD.W)JIIe 
If II '-\lea hll4t .. 

........_D.c . 

.... ,.u. Raw wg.-~. Jr., 
lee:Nta17 ot the •••=»• WMMacwa, D, C, 

- ,_ ....... \&171 

lllpp~Uac _, leUv ~ llerall 2fitll. I • p1-e4 W 

-.lo•• barewl \h a prta\e4 00117 ot U.e to-.t tor tre141!lt 

oar ~,_h tor \b •-114 quarter ot 19llo 'llbloll w haft 

Ju\ recehe4 tro. U.a prta\er, 'lhle hlle \he e\or)' Sa 

4e\a11 loT l'eflione aa4 \7 co.od.Ulae, aad. will 'be relaue4 \)' 

\b A8aoolaUoa u ot ~. llaHil )la\, 

Toan "IT '~• 
1•1 J. J, Palltr 

102 
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ASSOCIA TION OF AMERICAN RAILRO ADS 

TR AN SPORT A TIO N B U I L D I N G 

WASHI N G TO N 0 . C . I 

!larch 26, 1940. 

R~'"''"• ble llenry llor (;enthau , Jr., 
~-···•· tery or the Treasury, 

lngtun, 0 . C. 

llr . Secretary 1 

In accordance with our conversation of several weeks ago, I aa pleaaed to 
~n•oLc>sP herewi th sdvence stat ements of the NAtional Forecas t of the Regional Shippers' 

Boards coveri ng quarterly freight car requirement s of 29 principal co .. odi
lhe second quarter of 1940 . 

Stebment "A", attached, shows the es ti.aate by districts coapared with e.c-
1939 e.nd s tatement •a•, attached, shows the dete.il co.aoditlee which go into 

the!t est1ut es . As e -tter of i nforsetion, a considerable pert of the eatiaated in
ere•n for the second quarter ill made up largel y of coal e.nd coke. Our inc the fir at 

weeks or the second quarter of 1939 a coal strike was in effect, ao the beayY 
tlm•ted l ncrense in coal for the second quarter of 1940 is coapera t ive with a period 
19)9 or greotly reduced production e.nd distribution. Eliainating the coal e.nd coke, 

It l8 our j udg,.ent thllt t he t otal of the second quarter increase will be about 8 .1" 
last. year . 

At our previous aeeti.ng, I left with you a printed copy of the estiaate f or 
first. quarter. For convenient reference, e.n additional copy i a attached. You will 
on the second page that the eetiaatad increase in that quarter -s 12.1"1 the 

lual increase f or the firat eleven weeka or the quarter, e.nd cover1ng the lataat 
llable f igures we have, ahowa a 12.5" increase in the loadinc or the coaaoditiea 

For all the car loadi.nga, which incl ude l .c.l . coaaoditi .. not covered b7 the 
s t , for the first eleven weeks of 1940 the increase ia 9% over a at.ilar period 

19)9. 

As ooon es we have car loading figures coaplete tor the firat three aoatba 
year, which will be earl)' in Apri.l , I will be very glad to aend you, in ac

nce with your request, our eatiaate •• to what the t otal car loedinca wi.ll be 

Sincerel)' )'our&, 
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::nd ,u rt. r 1940 

DiHtrlet. J.etua1 E:~t.i.ltc ted "' ' ~ 
Nst· ...W.2... ___jf)J._o_ I ftCJ:£J!.ES Doerr .. . · ~ 

6 Douthens t 541. , 98.3 59.< ,ao (., .7 
7 Southwent .311. ' ~1.3 JOO, E-67 /, . /. 

12 fief. I:n&l>,nd 101 , ::96 106, 1t 7 J. .e 
8 J.tlnntie :!:t s . ~97,791 60G, 946 0 . 5 
9 A1lcgheny 488,::00 766, 460 57. 0 
2 Greo. t Lukes .34:! , 052 )76, 678 10. 1 
4 Ohio V<. llcy 4JC, 815 7; ) , 706 74 . 9 
1 Ui c!- \:('Et 67), ~67 660, 116 5 ·9 
J North,·.c::d. :298,240 .377,064 26.4 
5 T..J.J-K 270, ))2 279,5.36 J .J. 

10 Centrt 1 r.est. 157, 479 16::,n9 J.C 
11 Pnc. CQI'.st 2.31, 7.39 266,:2):1 14-9 
14 Pac. N.Y . • 187, 501 187,713 0 .1 

Totc.l 4, ~98 , 508 5, 1.7.9,774 18.1 
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.. HAflOIAL PORICAST 2D QUARTER 194o _C' . (1) 

I• · 
lDVliORl BOARD CLASSIFICATIOJ TotAL ALL REPORTIVO DISTRIOTS 

~ ~ I '~ 0 0 M M 0 D I T T ~i;,~ . fiiiO 

1 Grain, AU 22716~ -·· 1.4 
2 Flour ,lloal & ~ber Mill Producto 10114 10~001 O,Q 

3 Bay, Straw an4 Alfalfa 11 0~1 no" o n 

II Cotton 1<171 ••li!;r oo . ~ 

5 Cotton Soo4 & lxcept OU 7o71 817~ 6.~ 

6 Ottruo Fruits 4275C 'l8Q84 8.B 
1 ~ber rreob rru1ts li887J 1;11;7Q "·" B Potatoeo 6511X 64771 0.1; 

~~ Other r retb 'legetableo 77976 71759 8.0 
• 10 Lho ltook 14ol<l1 lli86lO 4.4 
11 Pu"'••• an4 Dalry Products 31161 3129< 0.4 
12 Coal &D4 Coke 1lO~>A 1b7321~ li8.8 

1} Oro an4 Concentrate• ·~41 ~·~·" 26.] 

14 Ora•el, Sand an4 Stone ··-,.~ 295989 0.1 

15 lalt 2}1]1 246Jq l.R 
16 an4 Joreet Producto 

~ 430544 _b..<; 

17 Potrtilru an4f;tM\0 .... a 1;170<.0 ...... , 
18 Suaar, Syrup an4 llolaooot 4om 4o761 l.Q 

1,,. 
19 I ron and 8teo1 "'" 

,.,_,, 
" -' 

20 llaobinory an4 Boller• 24771 ~1'1!77 1-" ~ 

I ~Y!l Ouent ·-' 1 ~''" > n 

22 Brick an4 Clay Pro4ucto '''" ""Ill' ' h 

2} L1•e an4 Plaoter "~" ·' · .<; n 

211 ~f~!~. I•pleeento & Vebicleo, 
tban Auto80blleo 1<168< 22761 ,. f. 

I 25 4uto•ob1leo , Trucks an4 Parts Hl l;8> 17303<1 ll." 

26 rerttli•oro, All linda Q710Q 1o671'i Q.<l 

L27 D•M• Paper B4.& Prepe.re4 Roofing QO<,Qj OAAll 0 , .. 
28 Ohe•icalo an4 lxplooi•es >8<.8< 3285E 14.<1 

29 - All Canned Foo4 
J;ll~~··A! Oatoup,Ja .. , •·~ i•-~8,Plck1es Preoorvo o 
eta.) ' ' 42551 45o62 'i.Q 

TOTAL ALL OOIIIIODITIES LISTED . ••• 18.1 

.~- .,.--- - -~-
-- .,.. -
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NATIONAL FORECAST 
of the 

QUARTERLY l'RE.IGHT CAR REQUIRENENTS Of' 
29 PRINCIPAL COMMODITIES AS FURNlSHED 

TO THE CAR SERVICE DlVlSlON OF THE 
ASSOCIATlON OT AMERICAN RAILROADS 

1st QUARTER 19~ 0 

llt:fi!ON •I C. ) 
_ .. 

.,. -_.,. 

=-~-- -·-, (? -........ . -...... . . \ .... ~ . -
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(1) 
-07 

0 11 

.. 7.195 

,5. 009 2.6 

1 

71. 559 n , 662 2.9 
1~1 , 2, 111.,,995 2.0 

6, 1 
.. 

-.o.8 

178.299 10.2 

'"'· 2.~ 

h oduote , -.6,']68 381,091 9.8 

11.7,797 

12.1 
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BOARD CLA&SIJICATIOI 

5 Couon .. ..s • PJ'OCNcta ,,.:ll:.:•..:.c..:.•:.Pt.:__O:...t:...l_f-....!~:.l.J-......;~I.Lf--=~---=--+--=:z:~-_;~::!j-...!:.:.:.:;~---1 

6 uruo rruuo 

Datry PrO(!ucto 

aad Coacentratea 

tij.~•·not , land and I tone ------~-~~~i--~~~-..:...+-.....::...l-~~.?11-_:~~~-!2_:2j~--f 

lloott ... 
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17781<) z.lo. 181756 

6)77 II.) 

20)520 12.0 
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27 
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LIST OF SHIPPERS' ADVISORY BOARDS 

NAME Of' OENERAL 
ADDRESS BQARp CHAIRMAN 

• ALLEGHENY L.G HULTS RO(V 1103 - PENNSYLVANIA STA . PITTSBORGK, PA 

• ATLANTIC STATES GtO T RICHJQ\N . 
.1502 - SO VESET ST. NEW YORII . II. Y . .. 

10 CEIITIAL WESTDIN A.W.BAYS .402 - ONION PACil'IC BLDCl, OW AHA. NEBR 
2 GREAT LAitU R ARAY CAJUillLL $A - ltiCil a:NT TEIIKIIIAL, IEniOIT. WICK 

WID-WEST W Y WILDIIAN 2205 - 59 EAST VAN BUREN st. CHICAGO, ILL 
12 lltW EIICILAND WP GARCELON 421 - SOOTH STA . BOSTON, WASS 
I NORTHWEST C H CONAWAY 620 - !IODGSOH BLDG., WDINtAPOLIS, WlliN 
4 . OHIO VALLET H S llAUM: .. 

.N·20S - UliiON ST A .. CINCINNATI . OHIO 
II. PACinC COMT P S. ARIISTRCIIO . 516 - WELLS PAROO BLDO .. SAN FRAN , CALIF. 
14 PACIFIC NORTHWEST W 0 PERROW 404 - GREAT NORTHERN BLDG SEATTLE, WA SHt,) • !OUTHtAS'I' A W VOGTLt 

211 - ItO CENTRAL AVE , S W . ATLANTA . CIA 
7 SOUTHWEST t P BYARS 14 13 - SANTA T£ 1!1.00. DALLAa. TEXAS s TRANS-WO- KANSAS CARL Glt ssow 254 - UNION STA BLDG . ST LOUIS, WO 

..... 

~------------------------------- ~ 
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:14 
While Woodring read his prepared speech , John Norris 

of the Post whispered that Woodring wasn't "being entirely 

frank." Norris was referring to Woodring's statement on 

t he War Department' s new policy as read before the Committee 

and his position as expressed privately. 

Immediately following its reading , Chairman Uay asked 

several leading questions : 

"No military secrets are being sold to foreign nations?" 

"Absolutely oorreot . " 

"None will be released?" 

"No secret s will be released. " 

Harter of Ohio, Chairman of~ittee -t, ,.. ~ 
took up the 

questioning/ wi t h Woodring appearing very much 

"Is t her e any way that the United States 

at ease. 

could recapture 

some of t he cost of exper~enting and developing planes 

which are sold to foreign nat i ons!" 

" I couJ.dn' t say we could do t ha t in actual dollars 111 d 

cent s . But we ca n recapture some of the cost of planes de

l i vered in future contracts becaus e of the lower .t per unit 

cost ." {read from prepared statement not given out). 

The next question came from Andrews of New York , ranking 

minori t y member of the committee. Woodring became flustered 

as he answered . Be didn 't appear very sure of himself or in 

what direction Andrews would lead him. 
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"Who are the members of the Lia~on Committee you mention 
~ 

in your statement?" asked Andrews . 

n·.Thy, uh, tho Treasury , the War and the Navy Dept." 

" ~iho are the members!" persisted Andrews . 

"I am not sure . Capt . Collins of the Treasury, 

Quartermaster General Gregory of the ~ar Department . I don ' t 

know who on Navy, (very flustered.) Assistant Secretary 

Johnson whispered to the Secretary and Woodring responded, 

"Oh yes , the Paymaster General of the Navy." 

"Aren't you a me~ber?" 

"I don't know what you mean--of this committee? No." 

"Well--doesn't the quartermaster gener al have to get 

final approval of his actions from someone higher in t he 

departmen;, say y~u?" asked Andrews. 

Woodring looked confused and Andrews pressed further . 

"Is there any friction between the munitions control 

board and the ilar Department!" 

"None at all." as an afterthought ,--"This policy has 

been worked up by myself and my advisers without coercion or 

pressure from anyone, I am not very easily pushed around, 

I am not going to be pushed around." 

Kay interrupted, "This committee isn ' t pushi ng you 

around." (general laughter) 

Representative Short of ~issouri askti/"Wil l t his policy 

of yours result in a r educed appropriation for 194lf" 
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"By asking for only 496 replacements , we expect to have 

a reduction in appropriation of ~27 ,000 , 000." 

11!:1 

"Are the aircraft manufacturers behind in their deliveries 

to the •\ar Department?" Short asked. 

Woodring asked May to allow Arnold to answer. 

"According to my check, " r esponded Arnold when given ppr

miesion to answer the question, "there will be no delay in 

delivery of pl anes on the original contracts. I might add-

unless there is a change under this new policy there will be 

no change ." 

After several minor questions Anderson of ~issouri asked : 

"Is i t true that Secretary t=orgenthau and Ambassador 

Kennedy forced this policy to you? " 

As Woodring stuttered his answer , Chairman !oay interrupted, 

addressed Anderson, said: "The question goes beyond this 

committee ' s inquiry. I refuse to al. low t he question." 

Anderson withdrew the question. 

Woodring left the stand. 

ltay banged his gavel . "I want to say that , w1 th all due 

r !'spect t o t he reporters here--and they are all intelligent 

fellows-- stories that have appeared in the press about the 

release of our military secrets are all a te.mpest in a tea

pot. Secretary ~oodring has come before us and has given us 

a straightforward and complete statement." 
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• En masse, the minor ity side rose. One Republican, 

in an offside to a colleague, remarked, "How am I going to 

explain t his to my constit--- - - Y" Be and his companion 

appeared to be disgruntled. Before leaving, Thomas of 

111 

New Jersey objected because there had been no official steno

grapher present to take notes. 

Johnson took the stand for about fifteen minutes and 

the meeting then was adjourned . kay said that no meeting 

was scheduled for further hearings on the subject , but 

that Arnold a nd Larshall may be celled before the committee 

at so~e future time . 

- oOo-
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TO: Secretary J&orgenthau 

FRC*t llr'. Sullinn 

V&rch 27, 1940. 

In accordance with our telephone conversation this 
GOOI"1ling, I ao enclosing herewith transcript of f11Y telephone 
conversation ;veste~ a.rternoon w1 th Assistant Secret&r7 
of War Louis Johnson. I am also enclosing excerpts from 
tte news ticker and elip~a from the a!'ternoon papers. 

!.!r. Selmarz agrees with me that this matter is l'lOif 
finished business and does not merit your further consider
ation. However, I am sanding these things along because 
I thought they might be of some poasing interest to you. 
Now that the crisis is past , they might quality as light 
vacation reading. 
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J. Hello. 

Telepho.ne Converaat1on - J.!arch 26 at 4 120 
Louis Johnson called l!r. Sullivan . 

S. Hello, Louis . 

J , I just called the General (laughter) . 

s. General ilug)l? 

J , Yea - and thanked h1a tor hia editorial ;reste~. He 

a&id he was try:l.ng to beck me up in this tight. (laughter) 

Then - I thanked him tor the one todq. He said he waa 

becld.ng the a.n111 up generally, and all you people are going 

to like it. I said I think they do, General . 

J . Well, he said, J.'arshall don •t - he spent an hour and a hal£ 

with ce yesterdq and he didn 't like it. Among other t~a, 

he is all wrong about thia super-eharger. I asked it he 

limited his objectione to the super-charger. All. it o:eana 

is - d.acn it - ao::~eone planted this stutr on the Hill to 

start it - the Preaident told them on a telephone call over 

here the night bstore the COIII!littee rlearing was set. That 

seems to be all I could get - but it ian •t all there is to 

it. lo!arshall aeeiD8 to do all that he ia told. 

S. Was l!arshall present when the Colllll&llder-in-Chiet gave the 

orders? 

J . Yea - l!arshall was at a dimer party las-t J.lond,q night , 
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About 10:00 o ' clock the President phoned and told Woodri.ng, 

W~ was go~ on the 11111 the next morning, ~ 

said if the Presidllnt didn •t like the wa,y- be was doing the 

job - he oould get somebody else, 

J, Before the Preas Conf'erence last Frida3' - the Pros :!.dent 

called him a little after 10:00. l.!arshall was not there and 

doesn't knon about it, Woodring didn't tell llarshall about 

i t. I was back in rq office. This may sound like disloyalty, 

Jolm, but it is backing up the Chief. 

S . Yes - I know, 

J. It I can only get by without stirrifl' up trouble, I 1ve found 

out that certain questions heve been planted with members of 

the Committee from here to be asked tomorrow morning. llut -

you need not worry about them -- I ' ve got the answers -- I 

know how to answer them now. \'ie 've an agreed statement wr1 tten 

by rq officers. They have all agreed to it and we will stick 

to that text tomorrow. If I can get him off the stand when be 

finishes reading the sta~nt - then Arnold and I can take 

care of the questions . And - Arnold is 100% now - he was 

refiecting the other fellow's attitude before. Arnold is 100% 

with us ncm, 

S. So you want to answer the questions yourself tomorrow? 

J. As long as the Secretary aticks to the other stuff, Arnold 

and I know how to answer the questions. If he tries to -

we 111 be in trouble. 

S. Good luck to you. Call 11111 ta:orrow and let me know what haopencd. 
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P A ilAPHilASJ: 

A tel ecru (no. 150) or March 27, 194<> troa the 

.bvle&D Aabaua4or at ClmnsJd Qg na4a orubetD.Iltlal.)Jr 

u tollonr 

A letter of March 25 114dreaae4 b;y the Chlu .. 

lUnioter of J'inance to the American Aabueedor 1 tatea 

thAt Japanue authorl tlea vbo an ense«84 1n aettlO« 

up a regiaae hM4e4 b;v liang ChlJ>«-vel are actinly taking 

atepa ~o eatabllah in the Yangtze Valle)' a central bank 

of lane, vhlch, t he l'inance IU.nia t er pointe out, will 

amount to another onrt act hATing tor ita at. the 

4eetruct1on or torei~ intereata b;y ren4erlJ>« thea 

unable to keep on tre4iO« with China on a buh of 

e~tuali t;y becauu of pl&IU1e4 exchange control un4er which 

Japaneae tra4e vou.l4 be f a"rOre4. !he hench and :Brithh 

Z.budea h&Ye rece1Yed dailar letter• troa the 

Miniatar of J'lnance. !he .Ao.rican J.mbae .. dor belieYea 

that repreaentationa in Tokyo ln anticipation ot auch a 

ehp aight be helprul. The Alllbuaa4or inn tea attention 

in thla connection to report• in January troa Shanghai 

to the effect that Jtrpaneae a:nq poll Uciane vera looting 

the cuatou 4epod ta in the Yolco~ Specie :Bank, thereb;y 

defraudinc obligation• an4 loan• aecure4 on the cuetoaa 

tunde 

.!.21 
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tud.e ot their eecur1t7. In Deceeber 1939, accord1J11 

to 1Dto~tion received b7 the Jabaeea4or when he wae 

in Tientetn ut that time, there wae 4epoe1ted in the 

Tokohamn Specie Bank AD4 credited to the cueto .. in 

!ienhln the IIIUl ot one hundred t1t\T cilllon ;rtten in 

curreJIC1 ot the :red.eral B .. erve .Banlt. JJ. thoup H 

allou14 be noted \hat reapona1b1li \7 tor arrange~~~ent b7 

wbieh Cl\letoae tu:ade are bel~~& deyoei ted in the Yokohama 

Specie Bank Uea with the Br1tiall, the .beriean .&abaaea4or 

thiake that the eituation deecribed in \he aentenee next 

above provides a further baeie tor proteet b7 intere•t•4 

power e. 

: 22 
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TREASURY DEPARTMENT 
PROCUR.EMENT DIVISION 

WASHINGTON 

J.ly dear lolr. Secretuya 

There 11 attached hereto Dlemorandum oovering today' a meeting with the artation 
industry. 

Generally the maetin& went orr very well, and with the exception noted or Mr. 
HArtson ' a objection, there seemed to be no thin& but full accord on the part or 
representatives of the industry who wore present. Colonel Jouett mentioned in 
tho msmorandum ia Proaidont of tho Aeronautical Chamber of Cam:uerco, and he 'II&S 

asked to attend at tho suggestion of General Brett of the ~· Likewise, it 
was indicated that tho industry would make any announcements which they oared 
to through him and not as representatives of independent companies. 

At tho opening of the meeting, at which I presided, it was pointed out that tho 
meeting wao an informal one called at the request of the ~ and that the in
terpretations of polioy embodied in Att achment "A" to memorandum enoloaed were 
more or less tentative. In other words , should it develop that the policy may 
have to be a.l tared in view of e.ey developments that might occur, we have the 
door wide open to take suoh action without baolctraolcing on anything t .hat -s 
said or done today. 

Aft.er the meeting a release 'll&s prepared by the Anti¥, Navy and cyself, copy of 
which 1a attached, but ao far baa not bean given out as the press baa not yet 
called. Thia releaae I checked with Chio Soh'll&rtz, and to it he agreed tborou~y. 

With kindest personal regarda, 

Sincerely xoura, 

Honorable Henry Worgeathau, Jr. 

The Secretary of the Tnuury 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

I!Arch 27, 1940 

M:DIORAII1JUK FOR fB1! SECRE'I'ARY 

Weeting was held this afternoon with the aviation industry at whioh were present 
representatives of the following companies: 

G....-n liror&ft 
Vought- Sikorsky 
Brewster 
Bell Airora~ 
Loolcheed 

CUrtiaa-~right Corporation 
Republic 
Douglaa 
Vultee 

North American Aviation, Inc . 
Consolidated 
I!Artin 
Boeing 

Also present were Colonel Jouett of the Aeronautical Chamber of Commerce, General 
Brett and Major Lyons of the Arm;y Air Corps, Colonel l.!aoMorl and or the Uunitiona 
Board of the !rnry, Admiral Towers, Admiral Spear and Captain Kraus or the Navy, 
and Captain Collins and Llr . Bones of the Procurement Division. 

At the request of General Brett Captain Collins read attachnent !lArked "A" . 

After this presentation there - ·· a gener&l diaoualion of the applio&tion or the 
polioiea indicated , General Brett of the A.nlq answering questions whioh were de
veloped. 

With the exception of llro ll&rtaon, representing NArtin, there -• a general agresnent 
to the policies enunciated. I t was felt u,y the Government representatives that 
llr , Hartson waa beoomfn& disturbed over details which might effect their traneaotiona 
after the currently diacuued Allied progl'Ul was disposed of. Hie tears, ho..,..er, 
were pt.rti&lly allayed u,y Gceral Brett after the meeting, and he hu a&reed to 
disousa the details brcu&)\t up u,y bi.a with repres.,tatives of the Artlq Air Corps in 
the near future . 
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I t 1a belhTed by all Gonn.ent repreectatiT .. preset that the ~ill& •• o
duoiTe or exoellent reaulte. Apparently thoee ooapaniee haT1JI& reatrioted it ... , 
the releaae or whioh hae bean requeeted, plan to oontnot the Aeronautical Board 
in the immediate future 1D order that r•l••••• •1 be had, n~t;otiationa ~~&de, all4 
oont raote erreoted with the Allied repreeentat1Tee:; 

.7 
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MQUEST OF A!IGLO-F"REICH PURC!IASitiG BOARD roR REf.1'$ASE 
OF CEBTA!I! ENGDIES AHD AIRPLAt!ES 

(For Oral Presentation 0n17) 

r. General: 

Pursuant to a request of the Anglo-French Purchasing Board 
tor tl!a relel\se of certain engines and airplan.es , the policy here
tofore prOIIUl.&ataa by the l':'ar and !I&Yy Depart.!oants has been 
lil>erilized to perait the for eign 8&la of our 1110st l>Odern designs, 
subject to certain considerations of great importance to the 
National Detanoe . 

II . Extracts of Policy: 

The considerations governing releases on the specific models 
1\!ld t:Y?es of aircraft ll!ld their componanta , requested by the Anglo
:'re.nch Purchasins Board, are substanti~ a s follcrns : 

~: No mUitary secret aa detarained by the l'lar and 
llav;y Departments rl.l.l be divulged or released to an;y foreign 
purchaser or lllili tary airplanes. 

Second : Foreign gove~~ente must agree to furnish the ~ 
and Nav;y fUll and complete information on the compara tive 
suitability, design, equipment, and COJ:lbet perfol'mo'Ulce ot 
American u.de airplAnes. 

~: Stilllulat.ion of product.iTe capacicy for new types 
and llodela of aircraft to insure approved tYJ)Bs of airplanes 
for our forces is iaperatiTe. 

Fourth: Contracts with t he Ant;y and the Nav;y which are 
modified to provide for deterred deliveries muct provide for 
continuously protectinG the Gove1"DJ:1ent against interference 
with the delivery of equipment necessary tor our defense needs . 

Fifth: Eaclo case liiUSt be decided individual.lJr on ite 
merits from the point of view of National Defense and the 
assurance that types of airplAnes are delivered to the War 
and :faYy Depart:aente in the ennt of deferred deliveries of 
any airplane or its co:ponent on contract to the Governaent, 
and no such cootract sball be 8£1ellded except in the intarests 
of tha Gover11111ant . 

- 1-
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III. Procedure tor Foreisn R.elp•ea 

Predicated upon the foreign sale pollc.r, the following pro
cedure shall goTern the release of aircratt and their cosponents 
u well as other iteu of aeronautical equi~nt. 

~~ Authorit,r to negotiate with foreign purcheaera 
will be requested atric~ in accordance with the present 
procedure. 

Second: Prior to action on auch requests b,r the War and 
Navy Departments, the manufacturers Will be required to ne
gotiate with authorued ropresentatins of the War and Navy 
Departments for change orders on existing contracts aa follows : 

~· 'l'o provide for defer.ent in deliveries ClC 

contract airPlanes if desired. 

~· To provide for such changes in those aodela of 
equipaent upon wldch release is requested that 
will insure the t ll:proved t7P&s of airplanes are 
deliTered to the Department concerned • 

.£. To provide for sui table guarantees which will 
assure the Department concerned that there will 
be no interference with the delivery of equi{liDent 
noceseary for our defense need&. 

~. 'l'o provide for the chani&S covering iJiprOTuente 
in design, perfonence and install.ation. 

l!!!!:S: It the Jlallufacturer takes adyantago. of foreign 
orders after negotiatini with the War and Navy Departunt 
aut horized representatives on changes in contracts as hereto
fore generally outlined, then, prior to the release of the 
specification in accordance with the present procedure, the 
manufacturer .Jhall agree to the following: 

~· To accept change orders on exiating 'l'ar end !Ia..,
. Depert.ent contracts for the iJiprOT8!1111lts agreed 

upon by negotiation. 

~· To cause to be inserted in contracts with foreign 
purchasers condition:~ that will ~protect the 
Gonrnaent tr0111 any interference with the delinr,r 
of equipDent for unite neceeeary for our own de
fense needs aa ~ be deterllined from tiM to tiM 
by the War and Navy Departuots. 

-2-
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£ · To cause to be inserted in contracts with f oreien 
purchasers mearus for !llllnufacturera ' and United 
States Oovernunt representatives obtalnlnt; full 
and complete information on changes in design 
equipment and performance or the particular airplane, 
basad upon the experience of actual combat or use 
under service condition by the f oreign purchaser, 
all of which information shall be transmitted to 
the Department concerned for use as it ~deem 
essential to the National Defense . 

,£. Prior to release the Government llliiSt be assured 
through contract or otherwise that neither designs 
owned by tha War Departaant nor manufacturer-owned 
designs over which the 'liar Department baa control, 
will be released for manufacture or detailed 
a.sseably abroad. 

Fourth: Upon relaaae or the detailed specification by the 
Department concerned, application for license for export will 
be requested in accordance with present procedure. 

IV. ResponsibilitY for Negotiation I 

The release of the items of aircraft equipment and accessories 
for installation on export aircraft, such as guns, signal apparatus , 
etc. 1 will be referred to the Chiefs or the Arms or Bures us concerned 
by the authorized representatives of the 11ar Department and the Navy 
Department , through such cbannele as the Department concerned IIJA7 
direct . 
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A meeting ot representatives ot the .liror&tt Industry and repre

sentatives ot the interested departments of the O<msrlliii8Dt 11114 held this 

afternoon £or the purpoee of excbengi.ng newe regardi.ng the general 

situation in the .A.iror81't Industry, with particular reference to policies 

to be fol.lowlld in oonneotion w1 th foreign eales. . 'l'here was eeneral 

agreement that lar£:6 additional foreign orders can be handl.ed in a 

manner not only in complete protection of our National interests, but 

aleo to the satisfaction of the Aviation Industry. 

Regraded Uclassified



ST RICTLY CONFID ENTIA L 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Secretsry Uorgontbau 

~110M Mr. Cochran 

Mr . Knoke talked wi th •• tow i.n r egard to a cabl~ which the 
!iational City Bsnk of Uev York bad r acaiTed !roc t he llo.nld. Mill ie U~, 
tho GoYernment ovned inat ltut ion i n Atgbaniat an which funct i on• aa a 
cent ral bank, to the ettece that the Atgbanlatllll Gonrncent bad aJT8l>4ed 
to obt~iA gold i n the United Statea. I read to Mr. Knoke t he cablecram 

• .,0 _.,. 

which we had rece ived !rom Parle and replied to i n February, a!ter conaultA
t1on at that time with Mr. Knoke, i n r egard t o the po .. 1bil1ty ot Atgbanilt N 
acquiring gold on this market . I aleo sent Knoke copi es of theae cablaer~• 
to help bia in aaaiatinc the National City 1n tramiQ6 a reply to the corr es
pondent bank in Ats)lanhtan, prlng dlrectlona u t o how to 118ke an official 
al)'!)rosch tor t he purpose i n cind. Before f inhhinc my eonvaraation with 
Mr. Knoke , I spoke with l~r. Wallace lfurr~ 1n the Dep=t ..ent of Sb.te and 
confirmed that there had bean no eorraopondence between the Departcent of 
St ate and the Atghaniatan oftlciala in reg,ard to t he question under referene • 
alnce the axclul.nge o! c:\bllgrlll,. abon """ntloned. 

Regraded Uclassified



CTLY CONF IDENT IAL ..,, 
TREASURY DEPARTMENT ----

INTER OFFICE COMMUNICATION 

OAU March 27 ,19llo 

TO Secret ary Mor~nthou 

"ltON llr. Cochran 

In accordance with t he 1natructiona o! Under Secretary Bell , I tele
phoned t he ?inniah Miniater at 12:15 noon . I let hi= knov t hat Vx . Bell 
liM apoi:en vitb the Secretary of t he Treaw.ry , aa well e.a with General 
Wataon of the White Houee . t hio morni ng in re~rd t o the ?innieh ~eetion. 

Since it ap~eared t hat the Preaident bad not pneeed on to Secr etary Hull 
any recommendation on, or even the details of , Secretary l~orgentbnu' 1 plnn, 
end aince the Preeident vill not be able , becnuee of hi a illneae, to deal 
vitb thil question prior to hie early departure to O.org1a, the 1-!inhter 
vaa adv i oed by me not t o etart any di seusa1on at the State Department 1n 
recant to further financial auhtance for ll'1nl&nd. I told Hr. Procope 
that if I receive any word from Secretary Horcenthau prior to hie return, 
indicatin& eo::Je action that the !o!iniater ahoul.d take, I vould pr<>mptl.T eet 
in touch with hb. Otherwiu, the l:Ult ter ahould rel:l&in in abeyance until 
t he Secretar.y' s return t o Waeh1ngton. 

Minieter Procope ie leaving t odaY for Nev York. He said, ho1~ver, that 
if I had any meaa&ge for him it vould promptly reach him if I communicated 
it to hie secr etary, Mr. Solanko. 
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~OlWIOOII .FQA t ilE S£CRE:tARI: lol<lrch '<7, 1~40. 

Shipping Situ8tlon 

The shortage of i ntereonetal space, both eastbound aJX!. 
..-estbound, remained the most crucial. problea facing shippers last week. 
on sll sides there was a cla=or for space aiX!. coaU.tteoa were baine 
foraed to approach the Maritime Col!ll.iasion for so11e type of rco:edial 
action. It did not appeu-, however, as if 41\Y great help would come tro11 

the ColiUui&sion or from neywhere else, since rates i n world tradeo bed so 

fer surpassed domestic rates that operators could no longer i gnore the 
ciraw of the lucrative world charter market. One intercoastal line iiX!.i

coteci it would reduce sali1n& frequency by about 35-l/3 per cent, aiX!. it 

was expected that other lines would start releasing t oonege troo inter
coestfll oporetion. A vessel wua chartered i n the intercoastal trade for e 

MJ. csruo of lumbor eastbouiX!. at $19, and i t was felt tbat the linea could 

e&sily get W per 1000 feet under charter. Last week ' s fixture was $4 over 

the conference rtlto or $15. The lines were turnina: down carao at all porta. 

Business to the Orient from this range wns not particularly 
active , but indications were that rates would seek higher l evelo. I n 
addition, e line announced thnt it would inaugurate n now service in t he 

trade. There were no scrap fixtures from the Pacific Coast reported, but 

oYN;r S are understood to be aaldng ..-ell above ~3 on an f . i .o. beals. Berth 

(
uotetl.ons were around $1.2 and $14 for No . 1 melting. lietal waa still 
fferilll! in good vol\lllle . A scrap fixture was r eported closed a t $17. 50, 

l'hether this was r . l.o. or not was not di sclosed. Inquiry for s hips was 

active but little or no business was dono due to tbe scarcity of s.hips . 
C'lrners were asking as high as ~.50 for t1JDe charters and this much bed 

been reported done in an Oriental trade. Lucber was not very active, 
but rates r emained firm . 

The European range was somewhat irregular. The Ant.lerp/ 
Rotterdaa range was inclined to be soft. Lumber waa being booked at $55 

an:! soae wheat was r eported talcen at $26, al.thougb this latter figure could 

not be collf'i.rc1ed. On the other hand, bus1ncss to the Scandinsviton countries 

continued atro!lll • Lumber wee being teken at around t\50 . Operations aiX!. 

condl. tiona in the Oni ted Kifl8dom range were kept secret. 

Tbe Australian aa.rltet wns quiet , especially for gonoral cargo, 

due to severe !aport restrictions put into effect by the Austral.ian and New 
Zealand iOVer=enta. A charter for a full cargo of l11:1ber troa British 
Col1111bin was reported at undis closed terms. 
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TREASURY DEPARTMENT 

INTER..OFl'lCE COMMUNICATION 

D ATa Jlarch 27, l9llo 

TO Secretary Morgenthau 

""'.. Mr. White ~v 

SubJect: Analyeh of E1t1aate• by Sta.ndard 8tat1stio• of the 
Foreign Exchange Resources of the Allied Power• 

STANDARD STATISTICS BAYS: 

1. Allied purchase• in t he United States wer e much heaT1er than 
our t rade figure• indicate sinoe t hey spent an average of 
$2}0 a1ll1on per month and our exporte averaged only tll5 million 
per month. 

OUR INJ'OR.'iA'l'IOM: 

33 

!be Allies spent t 220 alllion a a onth for t he firat 11x month• 
ot the war but a large part of these expenditure• were not tor 
marchand lee puroba1e a, but cons1s ted of the following, Iil add1 t1on 
to purchases of good1: 

a . 

b. 

o. 

d. 

•• 

About t200 mill ion was spent in liquidation of foreign 
exchange contract• negotia ted pr ior t o the eetabliebaent 
ot exchange control. 
At least 1100 a1lli on was spent in adJus ting t o the oath 
and carry proTieion• 1n our neutrality laws. 
A substantial part of t he Briti sh Empire's net dollar 
expenditure• went to pay for s terling balance• Withdrawn 
troa London by nationals of third countries and 10ld in 
the free marke t in Mew York. 
The Allies liquidated foreign exchange assets in the 
United State• t o pay tor British and French laporte f ro• 
third oountr1ee. (The dollare obtained by the t hird 
country nationals from the l i quidation of sterling bal
ance• or from export• could have been used t o buy gold 
hers, t o build up dollar aeeets, or to pay t or 1aport• 
t roa the Un~ted States.) 
!be Allied representative• t old us that appro~aatsly 
$200 a1llion baTe been paid oTer as adTanoe payaent• 
either tor goode or plant expan11on. Tbees wi l l not 
take the fora of exports tor aontb• to come. 

Prepared by B. D. thlli, B. Gli1ser and J. S. Booke r 
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DiTiaion ot Monetary 

Research 

t . Payments to Americana and t hird country nationals on 
account of ea rnings !rom inTestments in the British 
Empire. 

_34 

At least half and probably more ot the Allies' expenditures 
i n the United States during the past six months was not tor mer
chandise t ransactions, but tor non- recurring abort-term capital 
items and advance payaent s. Therefore, the trade f igur es are 
an accurate indication ot how much the Alli e s have purohased and 
shipped, although the exports do not include t he goode in t ran
sit to and piled up on the docks awaiting shipment wh1oh haTe 
been paid tor. 

Our total exports to the British and French Empi r e s were 
&150 milli on per month eince the outbreak ot war, in comparison 
with $115 milli on in the preTioue year. 

Our excess ot exports t o t he British and French Empires has 
been only $70 million per month compared wi tb $50 million per 
month in the preTioua year. 

(The Standard St~ tistic a ' trade f igur es include only United 
Kingdom, Canada and r r ance . It is more significant to use the 
entire Empires. However, whether one uses the !ewer countries 
or the entir e Empi res does not aubatant1ally alter t he net fi gures 
during t he period considered.) · 

STANDARD STATISTICS SAYS: 

2. The f oreign exchange r eserTes ot the Allies t o t al $12 billion, 
consisti ng of the f ollowing : 

a. Dollar balances •...... .. .........•• • • • .•• • 
b . Seouri tie a .•...• . .•..•..•• ... .•.•... .... .. 
c. Direct investments ••...• ••.••....••....... 
d. Gold on earmark in the United States • •.. • • 
e. Gold boldinga .•.••. .. •.....•. . ...•...•.... 
f. InTestmenta in other count ries, liquida

tion value conserTa tively estimated ••..... 

• 1,12t 
1, 415 
1, 50 
1,000 
5. 700 

21000 

$12,593 

ail lion 
million 
million 
million 
ailllon 

million 

million 
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DiYieion ot Monetary 

Reeearoh 

OUR INFORJIATION : 

The foreign exchange reserYea ot the Allies conaiat ot aa
seta which can yield ~ore than $13 billion, conserYatiYelT ea
timated at liquidaticn Yalue. 

a . 

b . 

c. 

d. 
e. 

t . 

g. 
h . 

Dollar balancee ot England, France and 
Canada •..•..•.•.•.....•.•.....•••...••...• 
Domestic aecuritiea held by England, 
France and Canada • .....•. •• ..•........... • 
Direct inYeet~nts in United Statea ot 
England, France and Canada ••••••.•••.•.••• 
Gold held under earmark •..... . . . .. • ..... .. 
Gold holding• ot England, France and Canada 
(including '300 a1llion gold in hoarda) ••• 
Gold held by other British E~pire ccun
triea including hoarda i n British India ot 
$1.5 billion, ot which at leaat halt will 
be available it necessary ....••••...•...• • 
Br1tieh inYeatment in neutral ccuntrie e ••• 
British inYestment in her Empire outside 

$ 1, 000 a1lllon 

1, 200 aillion 

6oo million 
16o million 

5, 200 a1ll1on 

750 •HUon 
2,000 ailllon 

ct United IC1ngdca ••..... ...• .••....•...•• • 2,000 million 

$12,910 m1ll1on 

Our eetiaatee ot the liquidat ion values ot the aboYe itema 
are very conaerYa tiYe. For example: 

The liquidation value ot the British inYestment in 
neutral countriea is $2 billion. Actually Br1t1sh estimates 
prior t o the war placed their face value at $7 to $S bil
lion, ot which $5 billion waa in Latin America alone. Al
though a substantial proportion ot theee investment• ie not 
being serYiced in full, other investments are worth ae much 
or more than the face value. ror example, their holdinga 
ot t he Argentine railroads alone haYe an actual current 
value ot more than $1 billion. 

We have eeti.ated the liquidaticn Yalue ot Briti ah in
Yeatmenta in her own Empire oute1de ot Europe at t2 b1ll1on. 
The Britiah esti.ated the face value ot these inveat .. nta 
at sore than $10 billion. 

The direct inveatmenta ot England, France and Canada 
in Aaerican planta and fac t ories were valued at $1.2 bil
lion by the Depart~nt ot C~mmerce prior t o the war. We 
giYe a liquidation value ot only $60o aillion. 
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Reeeareh 

Our eetiaates of the liquidation value of Britieh and 
French holdings ot American securities is several hundred 
million dollars lese than the value reported by the 
Department of Co-eros attar allowance has been aade tor 
their sales since the beginning ot the war. 

~35 

We believe that our $13 billion figure ie an undereetiaate 
ot the foreign ex~ge reeourcee of the British and rrenoh 
Empires b;r at leaet f2 billion, provided that the foll owing con
d1t1cns hold during the next taw ;reare: 

a . That the Allies have several yeare 1n which t o gradu
ally liquidate their foreign exchange r eeourcee. 

b. That t he British Empire countriee do not break aw&J 
from the Bri tieh Empire, or th.at the;r do not retuee 
t o pool all their foreign exchange r eaouroee with the 
United Kingdom. 

c . !hat business activit;r in neutral countriee ie aain
tained at appr oxiaately current levels. It bueineae 
geta much better the liquidation value of the Allies' 
holdings in neutral countries will be greater; if bus
iness geta much worse, the value will be leea. 

Ot the $13 billion of foreign exchange assets which we esti
mate the British and French Empi re• heve, one-third can be 
easily liquidated without any significant economic effect on 
the Empires. Another third can be liquidated only with perma
nent loesee t o the economic and politioal power of Great Britain 
a nd France. The laet third would be liquida ted onl;r if the 
Allies were desperate and the alternative wa s a serious allitar;r 
defeat. They probabl;r would prefer almost an;r kind of a nego
tiated peace than deprive theaaelvee of the l&et $5 billion ot 
foreign exchange aeeete. In tact, there ie some question whether 
the;r might not prefer a negotiated peace to the lose ot anything 
beyond $5 billion of their current assets. Were England and 
France to lose all their foreign exchange assets during the next 
few years, their economic position ae a world power would be 
greatl;r reduced and the United States would emerge ae the lead
ing financial power without a n;r close seconds. 

STANDARD STA!ISTIOS SAYS: 

3· The Alliee will need $275 million per month t or their pur 
chases here. Their current receipts will be $55 million fro• 
exports t o us and $65 million from newl;r mined gold, l eaving 
net liquidation of f oreign exchange aeeete of almost $200 a1l
l1on per month. 
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Dirt e1on or Monetary 
Research 
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The Standard Statistics, in their estimates, made no refer
ence t o t he foreign exchange which Britain will need f rom her 
purchases from countries other than the United States, r et those 
purchases are Just as i~portant in the calculations f or how long 
her foreign exchange will last as are her purchases from the 
United States. 

We estimate that the total net liquidation (including the 
United States and other countries) of foreign excbanfe a eeete 
by the BritiSh and French Empires will be !rom $150 o 1200 mil
lion a month during the next year of war. Shoul d the war last 
l onger and become more destructive the drain will be greater. 
Standard Statistics estimated $200 million but their estimate 
did not include va rious important items which happened to ap
proximately balance out. They did not inolude the British for
eign exchange purchases fro m t hird countries which would uount 
t o roughly $100 mill i on a month on balance, but t hi s omission 
was off pet by their omi ssion of revenue t o the British and French 
Empire s fro m all service t ransactions which also amount to 
roughly $100 million a month. Therefore, their esti mate and 
ours are similar but the e1m1lari ty is accidental. 

During the past six months the Al e bought $150 million 
per month here. i8@1P ••P•*a•nre r•vee estiaate;r that they would 
buy t 200 million per month excluding a lane s during this year, 
I ncluding airplanes the sum would be &275 aillion per month . 

In part payaent for her purchases fro m us the Allies will 
obtain, we estimate , tso million a month fro m exports t o the 
United States. (Only tl5 million of this $SO million oomea from 
Great Britain and France.) Our imports from the British and 
French Empirr s during the first six months of the war was at the 
rate of $85 million a month. In January it was tlOO million a 
month; &83 million in February. This means that the Allies will 
have an unfavorable trade balance with t he United States during 
the next year or so at the average ra te of &200 million a aonth. 

In addi tion to their purchases f rom us it is important to 
add to their purchases from all othe r foreign countries that must 
be paid tor in foreign exchange. 

In 1938 the British and French Empires had an unfavorable 
balance of trade with t he r est or the world or $2 billion of 
which $1,500 million represented t he unfavorable balance o f 

Regraded Uclassified



- 6 -
D\vieion ot Monetary 

Research 

trade with countries other than the United States. We do not 
have anything lUte as good figures on British purcha1e1 troa 
third countries which need to be paid tor with foreign exchange. 
we do ltnow that they are malting arrange~~~ente to reduce thie 
t1 gure t o an absolute a1niaua. The Bri tiah and French are malt
ing every effort t o reduce t he u.ntavorabl e balance by r eatr1o
t1one on laporte, ehitt1ng purchases from non-Empire t o Empire 
sources, and blocking sterling balances a rie1ng out of 1aport 
surpluses. Their adverse balances with countries other than the 
United States will not be 1noreaeed much because ot war need1 
because moat ot the kind ot things she need• t o buy with fo r eign 
exchange 1he can buy only 1n the United States, 1.e . , planaa, 
mech1ne t ools, cotton and meeh1nery. Therefore, since we have 
a l ready incl uded payments t or those iteme in our e s t1matee ot 
what Chay will purchase from Ul 1 t ie not unreasonable t o expect 
tha t t heir unfavorable trade balance t hat must be liquidated 
with tore1'n exchange outside ot the United Statee w111 be not 
more than 100 m1111on a month and may be as low as 150 million 
a month. This does not include sums which she wi l l lend to 
neutrals t or interna tional political purposes. ) 

We e atiaate t he ir current recei pts will be as follows: 

a . British exports have bean included in the prev1oue 
section in es timating t belr balance ot trade. 

b . Newly llllned gold will provide the Br i t l eh Empire with 
$70 llllllion per month. 

c. On eervice and capital account the Britleh and French 
Empires will probably receive curre ntly from the United 
States and from third countries about $100 llllllion a 
month. In 193g the Br1t1sh estimated that they had a 
net income on these items ot $1.2 billion, or $100 mil
lion a month. Thi 1 1ua should not be reduced as a re
IUl t of war condi tiona and may be higher on account ot 
higher shipping ra tea and increaeed yield on i nvest
ments in neutral countrie e, but the sum will decline ae 
the British and French dispose ot their investments in 
foreign countrlee. 

STANDARD STATISTICS SAYS: 

4. The Allies have enough foreign exchange to laet tor several 
years before calling on t he United States tor creditl. 

OUR INFORMATION: 

Our eatiaate ie that t he Allies Will need during the current 
year a ~iiiiUa ot $2l billion. The eecond year it llllght be al 
much ae t3t billion and t he third year, ae auch as $5 billion. 
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Reeellroh 

If our eetiaatee of their for eign exchange aeeete of t13 bil
lion ~tre approx1aately oorreot and our eetiaatee of her needs 
are aleo approxiaately oorreot, then they will have exhausted 
all t heir f oreign exobange aeeete in a t our to five rear war. 
But thi e prognoetioation muet not be etated independentlr ot the 
following a aeuaptione: 

a . That the war doee not continue at pre sen t inactive 
levels but ino r eaeee in intensity but that tbe pre-
sent neutral• are not drawn in on t .he aide of t he Allies. 

b. That the British and French Empire countrie s continue 
t o pool their r esources. 

o. That world bluinees aoti nty remains roughlr in the 
r egion which it now ie. 

A statement of these assumptions indicates t he uncertainty 
ot any prophecy loolt1ng ahead tour )'ea re. 

All that can be definitelr s tated now , it eeeae to ue, ie 
that there ie no danger that the t oreisn-exohange aeeete of the 
.All1e e will be exbaueted during the next two rears at l east. 
Ola1me that tbe Alliee wet borrow at the end ot a r ear or our
tai l their abilitr t o oonduot a war effectively ie, in our opinion, 
unfounded. Their reluotance t o part with t heir foreign exchange 
resources 1e understandable . That reluctance will increase ae 
their foreign exchange aeeete diminish. 
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SEcrEtary of Stat£ , 

'.lashl.n&ton. 

749 , March 27 . 

London, 

::>atEd l.iarch 27, 19401 

RECEiVEd 12. 58 p .m. 

R. R TaEASURY F ROH BUTTE R.VORl'H . 

~ 40 

Ti.E recent fall of stErlins i n thE unofficial 

markEt in New York has callEd forth littlE attention hErE . 

ThE ci ty has trutcn littlE interEst in this development end 

many of the newspapers have ignored it , The only paper to

day to offer crit ical conuncnt has been thE DAILY t.~AIL and 

its criticism is mild and concerned with prestige : 

''It may bE that thE sales of f r EE sterling ttill 

grad~ally shrink to a point at which recovery in thE rate 

will bE seen , 11 \V c have to remember in these days that 

points lil:t a slump in the pound in the fr ee markEt may be 

£XaggEratEd and distortEd by our EnEmies to our disadvantagE 

in neutral countries and may susgcst unwarrantablE dtductio~~ 

with rq;ard to the, stability of thE official rate" : 

In my comi nss and goings 1n thE British Treasury 

I do not gathEr that they arE acutEly disturbEd about thE 

dEclinE of thE pound though thE depreciation has bEEn grEat

Er than thEy anticipat ed- and they a rE at l ose. e s to how 

much of thE immediatE effect has b een caused by the new 
regulations 
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r 

~gulations as such and how much by intErnational dEVElOP

mEnts following thE Russo- Finnish ptact . In convErsation 

thEY nlways EmphasizE thE narrownwnEss of thE NEw Y ork 

dollar stErling mo.rkEt . 

IncidEntally it would bE hElpf'..ll to hnvE infor-

m11tion ns to he ., Illl.rrow thE markEt hns bEEn rEcEntly. 

KEN NtDY. 

CSB 
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PARAPHRASE OF TELEGRAM RECEIVED 

FROU: American Embassy , PAris, France 

DATE: Karch 27, 1940, 7 p .m. 

llO . : ~98 

FOR THE TREASURY DEPART:.fEIIT FROM l-!ATTHEVS. 

_42 

Today our Bank of France triend lunched at ~ bouse. 

He said that in Paris and London there was growing anxiety -

but not panic - regarding the free market rat es for 

ster l i ng and the French franc. As far a s the Br i t ish were 

concerned, he seemed to feel that there was not much that 

could effectively be done by the authorities, ae they would 

not want to blook foreign sterling balances tor tear that 

the remedy ~rould be worse than the dis ease, a nd that 

they would seriousl y prejudi ce their international banki ng 

position with all i ts adve~tages . No evidence has come 

to my attention as yet that there is any i ntention to 

change ot tioial rates or to try to support the tree market. 

Our f riend said, regarding t he franc , that insofar 

as i t s position ie •sympathetic" to the pound France was 

ot course es t opped from taking any eff ective action. 

However, ineofar as the trano weakness was independent be 

f elt ·it would be of eome help in reducing the franc supply 

on the tree market if the Bank of France and the Ministry 

of Finance insisted that purchases in the United States be 

made in dollars. 

Reference, telegram of March 21, No . 375 f rom the 
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Embassy. Our friend spoke of the attitude of other 

government departments as did Couve de l~urville, saying 

that in part it was due to the soaling down of their 

estimates of import requirements in foreign currencies; 

he remarked that frequently the reduotion of these estimates 

resulted in attempts to purchase in francs and in this 

way avoid the restrictions. 

Our friend, however, lamented the faot that the 

French Treasury is the source of a sizeable proportion of 

tbe francs on the free market, reference, telegram of 

November 6, No. 2660 from the Embassy, but be said he has 

not as yet been eble to remedy the practice of placing 

substantial oums in francs at the d1oposal of Frenoh 

missions and consulates abroad. 

No reference was made by him to franc balances held 

before the war by nationals of countries with weaker curren

cies, as for example the Balkans, but I have heard that the 

supply of franos on the free market is still augmented 1n 

this way. Up to the present be had not seen any serious 

signs of any internal effect here from the weakness of 

the franc in New York. Several Paris- Aner1can bankers 

with whom I have had conversations have confirmed this 

impression. The aeourities market here was on the other 

hand strong today, particularly in international issues. 
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The franc weakness in Ne'tr York waa ganera:tly oi ted ae 

the cause, though in the prase the speech by Reynaud is 

said to be responsible. 

11 ' 

As for interna:t finances, our friend seemed to be 

quite satisfied. He pointed out that the fact that there 

has been no material increase in circulation of banknotes 

is a sign that the "closed capital circuit" is functioning 

well. Hotrever, he eaid there continued to be some rise 

in prices. 

I asked whether he knew tbe new Finance Minister, 

Lrunoureux. He said t hat he was "a very vrell-intentioned 

man " and it ~rae likely he would follow closely his 

predecessor' s financial policies. Yesterday in a statement 

issued at his first conference wit h the press the Minister 

confirmed hie intention of follo~~ng the policies of Reynaud, 

and said that it was his good luck that he did not have 

to take any precipitate action on budgetary end monetary 

questions 1n view of the aatisfaotory s tate of nubl1c 

finance . 

Before the Senate adjourned oh Friday it approved 

the bill which authorized the expenditure of 551 000,0001 000 

for the second quarter for national defense purposes; 

reference 1 telegram of ~!arch 18 1 No. :557, from the Embassy. 

There 
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There is no comment i n the Paris financial nreee 

on the New York exchange rates, but t he r ates a re quoted. 

It is felt in financial cirol ee that, in spite or the 

inauspioious start of the Reynaud Government, Reynaud 

will be given a period of at least several weeks to 

inaugurate his program of action rather t han words, there 

having been time over the Eas ter weekend for t hought, 

and on the part of some of the deputies t hemselves for 

r emorse, in regar d to prejudice which is done to France 

by poli~1cal horseplay in the Chamber in the midst of a 

war for the exi s tence of France , It i s a fact that the 

mos t ardent advocates of an "aggressive" war policy 

are unable to specify the form or field which should or 

can be t aken by this action. 

There are rumors that conversations are being 

carried on Wi t h Italy , of a •tougher• attitude about the 

use or o1suee of the territorial waters of Norway, and 

about a move in the llear East - usually vague. I n all 

three spheres, there are sound arguments against i nitiative 

by the Allies . However, I oan only express my belief that 

for at least several weeks , until Reynaud can show what 

he hopes to accomplish, France will be spared another 

Cabinet crisis. Of importance t o this Government is the 

attitude of Dalad1er. 

~!D OF !-!ESSAGE. 
MURPHY. 

EA:LWW 
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BUIII:AU or FOREICH Al<O DOktSTIC COIIIII:RC& 
OFFICE OF THB DIR&CTOR 

llereh 29, 19¥! 

To H.co. 8a1U7 llorpntbau, Jr. , 
S.cret.a.I7 or the Treasury. 

For 
Sent at the request or 
llr. lloble, OJ>der Secretaey 
or c._..re •• 
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SIG!JIFIC.!IIC!e Altbouch tbe atMl. lDduatey bed ao.pt.ioa&ll.7 
cood lluailleaa dlll'illc the tounh ljUIU"tc ot 19)9, ita ~ 
U.... baa bMa •ttnlT altand cbariq t he tirat) 11011tbe ot 
\bU ,_,.. The di~ '*'l.&Hd b7 0. &. Staal bu bMa 
dtad aa ...W•oe ot cant~oe iA U. ouUoolt tor tbe ~ 
tey. l!ooeftl', 1t. ~ ... ,...H!>ta • diabul-M-.t ot •bout 
bal1' U. ...,iDe:• ot U. CGrpontiGa in 19)9. 'J'e em not 
... t hat it hf • lifl7 •icaiti.O&Dco tor the ;re-t )'e&r in rlcw 
ot u.. t•ot t h• t. 1t. 1a onl:T the MColld .._ dl.rldllld paid 
aiAce 19)1. The $.1 . 00 dl.rldencl ill 19)7 would uncloubtecll.)' 
""'"' been araer bed it not been t or tlle neoe .. i t7 or P":Yina 
ott arroaro.c•• upon the preferred. 

rniUl we teol t hat the illno~ liOY-t w1ll be the docrlJwlt 
r .. ctor in the lenl ot lluaiAe .. duriq the ••oood qu...rtu • • 
do not -.. to iapl:f that it I.e &1"18 the 4eten.l.nill& ~t 
iA the bllaiAeae picture. Fe ~·, attu tbe coa1nc r.uu-
t.er 1a .,...,.. t be l enl ot blleiAee• actirltT 1a apt. to be _. 
ooodi.U....ed b7 the Tol,_ ot the biiaio oatetoriea or~ 
turea, i . e. 1 illn At.Mnt ill plant aNI ~ldpunt., rea1<1e11t1al 
,.dldt na, export., ooneu::ocra• dur ble o;ooda, t.nd net conrn
-t outlo;ya. What t he ~lnne ot tbe .. upondl.tU1'6e •!.eM be, 
eq ~or •1x 11011tl1a h•-uld onl:T be .. tia ted with a 
conaidorwbla mar ain of error. 

5 
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·~• ,.,.., llal-•, d\ao lor .. lJ to "" too\ \bot \M prlou oa 
~ --'"'" ...... , ..... - - tutor n u .. ~1all 
• ..,.... .......... !Ill r.a ........ .., - · ............... '"' 
Jr1Uall otror\0 to oar\011 Ia ono troa - .... ,...\loal ... lJ 
oo roprdo --· •tall ia &OY ropl ao .. to e -~•••1111 onoa\ 
IIJ laf or\a troa CoaMo. 

'-,.'- '" ,.,. lotoot oelllo, l loo deoroo11 la 1r1 Uall t aper to ot 
Cwtob ocrloultual prodao\o Me ro•lh4 I D u-41eto lloqllhr 
or • l or .. ~..-.r ar uMal\IIJ oo4 ,..._ pip oDd tile ro~••• t o 
Duloll , ....... , ••• , .... pork. 

...... ot r.rot• ... -·"• c-ro•, 
lluO a, lMO. 
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( 

UIILt nl0lf811 I I'IUCI Illllllll 

.lll ~ti .. .. . . 
ru. ~ro<tuow • • • • 
l'ood.a • • • • • • • • 
lll. • 51 tJ.ee ol.ber l.b&A 

tara prodllc w and toe>dJ 

(1~26 . 100) 

19)'J 

lbr. '"'' 
I I 
lap~. 

25 26 16 I 

• I 76, 6 I 74,1 I 79o) I 

I 66,7 I 61,1 I {fl , 7 I 

I 70,1 I 66,7 I 75, 5 I 

t 80.6 ' 8(),4 I 82.4 I 

JUdea and lea ther produ4w. 1 92,) I 92,6 I ~.) I 

futile prod"cw •• . . • ,I 66, 1 I 67,4 I 71,4 I 

r..el Uld. ll&:hUJI& a&Wri&la1 7),6 I 7),2 O 74,1 I 

lleWla Uld. ••~ prodllcw 
INildi.aa UWri&la • • • 

OlluJ.cela and d:r'l>ca , . 
ao ...... t\lnUihiQa cooda. 
l..lee:el.l.ataeau.e • • . . . 

Raw ut.•rl&l.. • • • • • . 
Sa.iaanl>tact~>re4 artJ.cloe 
l'l.ohh<ld prodllcw • • • • 

I 94,4 I ~),5 I 94,9 I . I 89 ,9 I 89 ,7 I 9('),7 I 

•' 76,0 I 74,2 I 77,1 I 

I 16, 5 I 87o0 I 87.1 I . ' 7),~ I 7),1 I 76,1 I 

,I 70,) I 66,2 I 7),0 ° 
, I 74,7 I 74,4 I 82,0 O 

,I 80,) I 79, ) 0 82, ) I 

I 

1940 
'Perea\ iacr .... , 
'IK•il •l~ tr.- -

lbr. liar. I Mar. 2S, . '"'·26· 
16 2) I 19)9 I 19)9 

I 

78.2 I 'n.9 r 1.7 I 4.1 
68,0 I fl1 , 5 I 1.2 I 10.5 
70,4 I (fl •• I - 1,.) I 4.1 

1),0 I &2,9 ' 2.9 I ).1 
102,5 I l()2,1 I 10.6 I 1.0.) 
7) ,0 I 72.7 ' 10,0 I 7.9 
72,6 I 72,6 I - 1.4 ' - o.a 
~5, 5 I ~5,4 I 

~),2 I ~),) I 

77,4 I 77,) I 

89,6 I 89, 5 I 

76,~ I 76. s 1 

n.~ I n .s I 

79,6 I 79,4 ° 
8lo4 I 81,2 I 

1 .1 I , .. ' 
1.7 I 

J,s I 

.),S ' 
1 , 7 1 

6,) I 

1.1 . 

2.0 
4.0 
4. 2 
2.~ 
4.7 

1.0 
6.7 
2. 4 

Sow-oea 0. S . Depar~ct ot Labor , aw-. ... ot l.abo:r SwUat.ico, 

( 
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S!LICRI) COliiiODin PUC! S!IUU 

19)9 

lluob 29 

, e1ectroJ.TUc, I I 

rork •••• • ··- p•r lb. 1 lll/4 10 l/2 l2 I ll l/4 I ll l/4 

• ~ ahl.p.c~. · I 

Jew to.rlt • • • • •• ' clo 4.15 5.05 5. ,o 5ol5 5.15 

I ••• lork I I I If clo 4·;, 5.~ 6. 64 I 6.~ I 6,~ 

ot.rai~o, lew Iorlt' 4o 46 .) ' 49 4 11/75 46 5. 1.5 2 

, plAnt.& U. ,I , I, do 16 l/16 I 16 lJ/16 I 22 l/2 11 9/16 I 11 5/16 

lillb~ u\1n I 

, Chicaao • • •• • 4o 10 ll 15 l2 l/2 I l2 l/2 

l}-15 clecier, I I 

oerlplAno, 1,1. 18 per lb.' 2,26 2,72 ) o2l 2.92 2 .119 

, alcld.l.i.Dc, an.r- I 

lO &arketa. • • • ' per lb. • 8.47 1.5) 9 .01 • 10.40 I 10, 26 

cloth, 60z64, 1 I 

)I' l./2 iccheo, 1.1. ·- per yd. • 4 l/4 4 5/8 ' )/1 4 7/1 

loc. "'Pa , 11-.y 1940 • I 

tubOreo, lew t ort •• 1 - per 1b.•j/'19.5 1J/81.5 •J/lll.9 • 96.7 • 92·9 

raw, 96°, duV • I I I 

lew tork • • • • clo 2.81 2.92 ),"10 2.1) 2. 10 

Cocoa , J.ccn, Raw I<>J1t1 clo 4 . "10 4.)1 6.1,.5 5. ,o 5.60 

eorroo, a.n~ •• lo , 1., 1 

71/4 7 5/8 7 3/4 Hew t ort •• • •• · ' do 71/4 71/4 

r..rcl, cub, Cbic.co • • • do 6.22 5o6S 7.75 5.75 5., 

Cottoaooe4 oU , Mq I 

1940 tuturoo 1 1. t . 1 clo '1/ 6 . 57 •J! 5.61 •J! 7.~ 6.75 6.54 

' I I • • 
lboot, llo.Y 1940 1"\a.-

turoo, Cbicq:o. • , ' 8 per boa. 'j/ .67 l/2'J/ .67 l./4 'J/ .as '''' 1.05 .3/4' 1 .05 

Hop , coocl u4 choice , I I 
I I ' • 

220-21.0 lbo. , Cbi.,.IIO'' per ~.v 1 • .35 6,81 1 .1.) '·" 5.11 

St ee.r1 , be:et, ae41a, ' • 
750-1,100 lbo • • Cbi • • do 8. 81 1 .)8 8 . 81 8.6) ..,. 

• 

Sourc .. t lll : : d1Uoo, witb tbo excepUan or wool ~pa, eottaneee4 o.U, boca, u4 

ot.oe:ro, are \al<ea froa t.ho Journal or C:O..r ce1 wool t.opa u4 cott.oooee4 o.U oro token 

rro:a tbe 11'&11 Stroot Journal.J ADd bogo 1114 otooro ore troo tb.e D. 8. O.pertaont or 

.&criCI&.Uure, &ur.au of .&cricuhar&l !«>n-' co, 
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00111'081!1 PRICII OF PI G D!OII, ISTUL IICIW', AIID PIIISUD arm. 

I Pic Iroa ll I 6~ .. 1 8c.rap 61 I 1'1111oblld B- 1 Jl 
.------------~----------·, 

(Dollaro pv VOOO \oil) I (Cecto per powwl) 

19)91 
llarcb 21 :20. 61 15.29 2.286 
""',.., 29 :20.61 15.62 2. 2)6 
Soj>Wabv 19 I 22.61 19.25 2. 2,)6 
Ootobv) 22. 61 22 .~ 2. 236 

1940t 
llu<:h 19 22.61 l6.S4 2. 261 
ll&roh 26 22.61 16.29 2.261 

lf Be111d QPOO a.,.raso tor baal.a ir011 a t f allo7 turo&co and foun4r7 
iron at Cblc&flo, Pbl.la<lolpbla, llu.ffalo, Vallq and Southenl 1rOD 

"' 01ocirmaU. 

61 Beood 11po11 l o . 1 heavy aoltin& ot.oo1 <,"otat 1ou at PHtoburp, 
l'llll..So1phia, and CMcaco. 

Jl Baood QpoD otoal ban , l>Mu, tonk platoo, wire, rallo, black pi pe , 
ab .. te and bot.-rolllld atrlp . !hoao ld'Q4ucta repreaout liS FV'*'' 
o t tho Uu1\lld $tatoo 011tput. 

t. 
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PBICill OF PXTROL!mf P!IODOC11 - II BOLl U' GUIJ' OOAB! POfift 

I I I 
,llo\or caoollno, ,l.igh~ tllal oil, I Dioool oil, ,Bunter oil, v..So 

19)91 
llarGb 29 
.t.u,;ua~ lO 
lo~berl) I 

19401 

-

llarc:h .aD 
llarob 27 

65 oc:tc.e DUIIber 2 1ab1pa1 bmkera 1 •c•, cue-

(C .. ta per calloa) 

4.50 - 4.75 I ),125 - ),)75 I 

4,75 - 5o00 I ),)75- )o75 
6.25 - 6. 875 I ) . 875 - 4.00 I 

5. 25 - 6.00 I 4,125 - 4,25 
5, 25 - 6.00 I 4,125 - 4,25 I 

l. . 'I l 

(Dollua per berrol) 

1.70 
1.70 

• 0 .?0 - 0 .72 
' 0.78 - o • ., 
I 0.12, - 1o00 

0.90 - 1.05 
• o.w - 1.05 

Regraded Uclassified



THE CLOI STER 
SBA tSt..AND, OCOROIA 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

WASHINGTON 

l!a.rch 28, 1940 

~ dear M.r . Seo.retaryt 

From in1'o.rmation I have gleaned this morning it appears that no l'urther 
action will be taken b.y the House Uilitary Atfai.rs Comadttee on the in
veatigat ion of foreign sales of airplanes. Likewise, I le&rned that the 
LaFollette .resolution was defeated 1n ca=2ittee by a vote of 5-4, and 
therefore, the Senate inTestigation will probably never occur, all of 
which will penait of 110.re time being dnoted to our legitimate pureuits . 

Rep.resontati Tea of Pratt & Whitney, \"lrie:ht Aeronautical and Allieon 
Yoto.rs a.re meeting with the Liaison Committee and aTiation .representa
tives of the Vl&.r and Navy Departments tomorrow e.t 10 AM. At 2 Pll 

acoessory manutaotu.rera, composed of Bendix, Sperry, Curtiss, HAmilton 
Standard, Pioneer, and Kollsman will have a simile..r meeting with the 
aame GOTernment representatives . The new pol1oy oo.ncerning release of 
.restricted itams will be discussed and explained as it was yesterday 
with the airplane manufacturers . 

Aey at.atecants tor the press concerning theee ""'etings 'rill be .released 
by Chic Schwarz as was done 1n connection with the meeting yesterday. 

«ith kindest peraonal .regards , 

Honorable Henry Ko.rgenthau, Jr. 

The Secretary of the T.reesury 

Regraded Uclassified



TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

March 28, 1940 

l!EI!OIWIOOit FOR THE SI!ICRBTARY 

Yeaterd.y al'ternoon I talked with llr. Green ot the State Department 
on the aubjeot ot toluol. 

He intoMned me thAt he ia accumulating intonnation concerning the 
total production and exports being made to foreign countries and that 
u aoon o.a this intormation 1e available to him he will diaouos the 
matter with Secretary Bull for o. detennination as to what action 
should be taJcen. 

7 

:t:o 
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~TR I CTLY CONFIDE NTIAL 
TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

DATK Varch 28, 19~ 

TO Secretary Vorcentb&u 

FROM llr , Cochran 

l"nen the Secr etar)' telephoned aoe at 4 o ' clock yeeterday a.ttet>noon I 

told him th3t aterlin& woa quite weak a.nd that HarrJ 1fhite had c!J.acuoatd. 

with me the deairability of br in&in& thie to the Secretary' s attention Bnd 

of aacertaining whether any s t eps should be taken in the premisae. I told 

the Secretar)' that n were •tchi ng the -.rltet e&.refull y and collect l.nc all 

of the information that we could f r om official and banking aourcea, but 

tN-t I tholl8ht the 'i'reaaUt>y should do nothiD& on monetary crounde at th1a 

mooent towar d making r epresentat ions to or i nquir iea of the Brithh. The 

Secretary agreed. 

llr . Llveaey of the State Deportment told me thla morniag that Dr. 7aia 

doai red to preaent a memorandum t o Secr etary Hull in regard to t he sterling 

situation, with particular r eference to the effect that the depreciat ion of 

tree aterl1DC -Y have upon our market and trade, ~n other currenciee, and 

upon the general pr ice level of comooditiee, etc. 7eia had aue&eated t o 

Livuey that I be aaked t o subn1t a 'l'reaaury me1110randum on tbia subJect. I 

told Liveaey of my brief converaat 1on wi t h Secr etary Worgentbau, I f elt 

that there wae no occaai on for the Tr easury Department to voice any pr ot eat 

to the Brit ish under t he Tr ipar tite Agreement , or even to make official in

quirlea froo the monet ary point of view. I told hia that the queat ion of 

cert1fy1n& to rates tor atarlin&, and determining the rate at which Custoaa 

dutioa should be l evied, waa another mntter which did not come within cy 

field, except insofar ae I bad provided t echnical information to the oftt c era 

of thia Department d.aling witb the subJect. Livesey contiraed that be waa 

speaking of the sterling exchange question, aa apart from t he tariff queation, 

and waa fundamentally int er ested in the problee of the State Depart aent ' a 

tr~de relation poli cy with Gr eat Britain, In anawer to my ~estton, Ltveaey 

atated that his Department had 110t cabled London in reprd to the exohanae 

rate, ~t was following tbe whol e aituation very eloae1y, eapecially alnca 

thh h the perhaps critical week tor the 'i'rade Ap-eezenta lepalation, 

I I!JI-Ve Livesey an idea of the volume of tradin& in !lew York in unoffic ial 

star lit>& and pointed out to hi a t ba t t hh volU.IIle , and the tluetuationo i n the 

rate , had been exceptional thia '"'ek. I a ttributed tbic principall7 t o the 

uncertaintiee aa to the tuture of unofficial aterl1nc. following t he placing 

into effect this we ek of new r e£Ulat iona in r egard to the uae of tueh at erling, 

I added that the international polit i cal situation had undoubtedly bed some 

adverse etfect alao. I told Liveaey that I ehould be &lad to cont inue to keep 

in t ouch with hia , but t hat a1nce the picture ia not yet clear, I beaitat e t o 

aubeit any memorandum, Incidentally, I oentloned that sterling bed impr oved 

eonaiderebly to~. wi th leseer transact ions and tbeae l iDlted principally t o 

proteadonale, 
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SrcrEtary of Statr, 

Washington . 

762, March 28 . 

PLAIN 

London 

Datrd Mar ch 28 , 1940 

REc 1d 1 : 20 p . m. 

FOR TRE.ASURY FROM BUTTEI\IIORTH. 

_£2 

1 . Uruguay has bern addEd as an rxcmpt country or 

drst1nat1on on th£ Cont1nEnt of America to whi ch tht ntw 

forEign Exchang E regulations art i napplicablE (SEE para

graph numbErEd l or my 594 of March 9 , noon} . This is 

bEcause a confidEntial arrangEmEnt has bEEn rEachEd 

brtwrrn thE British and Uruguayans which is "tantamount 

to a paymrnts agrt Emrn t" . 

2 . ThE South African GovErnmEnt is to EXErcisE its 

option to rEpay thE 1.7, 900, 000 South African 5 pErcent 

loan 1940- 60 which is hEld in London , rEdemption to tak£ 

placE July 1 . Du£ to thE risE in thE valuE of gold South 

Africa in rtcEnt years has had largE sterling balancEs 

which from timE to tim£ art usEd for dEbt rEpaymtnt. 

Kindrrs1Ey 1 s figurES indicatE that Briti sh capital 

i nvr strd in South Afr i can Govtmmmt and munic i pal l oans 

at thr End of 1930 totallEd i.ll8 million and at th£ End 

of 1938 ~109 million. 

KENNEDY 

HPD Regraded Uclassified
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FEDERAL R£S£RVE SANKo 
OF NEW YORK 

( 
OFFICE CORRESPONDENCE DA~ar~..~, lUO. 

TO COilJO~UL nl.ll _ __ _ 

FROM- L. w. J[nolte 

SuBJEen TZLIPHOIE COIVIUA%101 11I'l'B 

BAliK OF EMOLAIIO. 

Mr. 'l'o!l( in tbe abaenoe ot Mr. Bolton who is awq on a 

short holidq, called me at llai!O a... to haY& a talk about the lew 

York ma.rltat. I repeated to h11:0 What we haY& said in our daily 

market eablea and added that todq t he character of the aterl1!1( 

market had completely changed t'lith s terling now quoted at Z.M to 

3.~7 attar last nigl1's closing at :5. 49. I told him that the •arlcet 

t~eemed t o aacr1be thill change to an a rticle in the Ti.zaaa t.hia 

momins under the h eadina "Drop 1n the Pound W'!-tche4 by Bull. • 

llr. '!ong replied t hat he had read t h i s article Which had been cabled 

oyer t o London. He wanted to lalow Whether there was a heayY ahort 
in st e:rlioJL 

position neret ana-.. replied that according t o t h e beat infol"'lation 

aYailable t he short position for the Whole market in recent weeka 

and months neYer seemed to haYe been a heaYT one. Referring t o the 

daily tumoYer figures 'llbieh we cable &Yer'Y night, Kr. Tone eaid 

that according to report s wbich they had from centers on the 

Continent, the tumoYer t here had not i ncreased substant1al.l7 and 

that most of the operations appeared to be concentrated in lew York. 

I aalced whether t he recent break in the sterlilll rate diaturbed th•• 

llr. 'folli replied that n aturallY t h q were surpriaed at t he rapid drop. 

They had" t • • "• e11peeted t o see a downward II.OY•mt a a a re111J.t 

of the increased e:rport contl'Ol but thq had not &llpiOted mat he 

called the •111owballin& etteet. • I nated t hat the ldeat rteulat1oaa 

1n IV opinion were only one of eweral taotorl •aldlll for a weuer 
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FEDERAl.. AESI:IIt'".ft. BANK I 't ~ 

(~FFJCE CORRESPONDENCE 
To coanoauAL_ru.u_ 
FROM L. w. Eaoke 

OP' NCW YOIUC: 

I 

DATI! Ia.. •• l940e 

suaJEcn .tm.BPBon COIYIIU!IOI ma 
Blolll OP IIGLMD. 

n erU.q. lwertheleaa I \bo'lfllb,, ror the t1ae be1J:Ic at lean, .. 
bad aeao tbe worn we \bo~h t he marten •-ed r ather bear11b ll.ere. 
Mr. 'rona tb81lked •e for our da111 oalllea aod upre81ed bia recr-' 
that thei r C!baDDela or 1.Dfol'llat1otl were oot qu1te aa op~n aa th., 
uaed to be 1o pre-war dqa. 
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!ISM 

SEcretary or StatE, 

Washington , 

763, March 28 . 

PLADI 

London 

Dattd March 28, 1940 

Rcc 1 d 1:20 p . m. 

FOR TREASURY FROM BU'ITERVo'ORTH. 

A summary of t hE i nrormation prEviously rEport ed 

as to thE demand and supply sourcEs of frEE sterling 

may bE or usc.: 

(A) Tht supply or frtt s tcrl1ng aris ts from: 

l , ThE withdrawals of foreign balancES . As 

rEportEd in my 564 of March 6 forEign balancEs art 

now rEduced to about opErating lEvEls , whErEas up to 

a month or two ago withdrawals wert thE mainstay of 

thE supply. ThESE wtrE and art exclusivE of ArgEntinE, 

NorwEgian and Swedish balancEs wh ich arE blockEd under 

spEcial agrEEmEnts (my 664 of March 14) , 

:Gs 

2 . Proceeds of imports into the sterling arEa paid 

for 1n sterling , This is an clastic itElll , bound to bE 

1nflutnctd by thE rrEE market ratr.s . 

3 , ThE liquidation of fortign-ownEd stErling 

securities which is potEntially substantial and remains 

stnsitiv£ 
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hsm -2- No, 763, March 28 , from London 

sEns itivE to war ntws , 

4, IntErtst, dividEnds and rtdtmption of stErling 

s EcuritiEs hEld by fortignErs - a rtlat1vtly sttady and 

1nsrnsi ti vt item, probably not vEry largt , 

5 , Insuranc£ prtmia and claims on prE- war policies -

small , stEady and insrnsitivE . 

6 . LEgaciEs , distribution of capital on winding up 

of trusts and capital and interest paymEnts undtr trusts 

rstablishtd before Stpttmbtr 3 . 

7. Rrnts and mortgagt intrrrst on propErty owntd 

by foreigners or dut undEr a prE- war trust. 

8 , Annuitirs purchastd by non-rtsidtnts from 

insurancE companiEs . 

9 . REm1 tta:1c Es for pErsonal E xpE ndi turEs . 

10. Lic£n s t fEES on prE-~~r tradE mark and copyright 

contracts , 

(B) Th£ dEmand for frt£ s tErl1 ng arisEs out of th t 

stErling rEquirEmtnts of forrignrrs to pay for 

l. British Exports i nvoicEd in stErling (other 

than rubbtr, tin, jut£, whiskEy and furs) . 

2 , Other British sErvicEs such as shipping 

insurancE , EtcEtEra . 

3 . Rtmi ttancts prEsEnts , E t cEtEra, by forEignErs 

to UnitEd Kingdom rEsidEnts . 

4 , StErling obligations of forE i gnErs in thE UnitEd 

Kingdom for i ntErEst, dividEnds, fEes , Et ccttra . 

Inci dEn tall~ 
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llsm - 3- No . 763 , March 28, fran London 

Inc i dentally American banks oper a ting i n LondCt'l have 

s een thE rc~ults of sa l ts from NE Y! York of Bri t i sh 

securiti es which in the cast of onE bank hD.vc amounted 

to almost a qua r t er of a million pounds i n the last day 

or two . 

It occurs to me that a techni cal factor may at some 

point operate to s t r tngthtn sterli ng : although as pre

viously reported non- resi dents may not obtai n rupe es 

for payment of Indian exports by offering sterling pur

chased on thE unofficial market, under existin g reg ula

t i ons such Ameri can importers may open a s ttrling credit 

in Indi a , make thei r rupEE pa~~cnts out of this and then 

r epay the s tcrl1nt~ crcd1 t by pounds purchased on the 

unofficial market. No doubt this Will soon bEcome 

realizEd and if not prohibited by new regulations will 

fUrnish some support for thE pound in New York. 

The British financial press has today awakened to 

67 

the significance of the recent depreci ati on and there is 

consi derable comment of varying charac t cr . ReprEsents t1 v e 

criticism is contained in the following excerpt from 

today ' s FINANCIAL TIJ!ES : 

"As previously stated the authorities profess com

plete unconcern about the fall in th e rate. Their view 

is not shartd by an incrEasing number of people who 

beli eve on thE othE r hand that thE Control shoul d pay 

g r eater 
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ham - 4- !~o . 763, L!arch 28 , from London 

grEatcr attcnt1 on to thE mattcr . It is fElt that thE 

psychological ti'fEct on f orei gn nationals particularly 

upon ncutr als who wi sh to bt fr icndly is bad. It is 

not considtrcd sufficient mErEly to poi nt out that this 

' frcc ' markEt is a narrow ont and that it is of no rEal 

sign i £icanc£ . Forc i gn nati onals howcvtr wrongly rtgard 

the ' f rcc' ratE as a baromEtEr of our financ i al and 

Econ0111ic posi t1on . Our EnEmiEs furth ErmorE losc no 

opportunity or distorti ng £acta and fostcring doubts 

as to the stab ill ty of thE o££1c1al ratE" . 

ThE £ollow1ng cxc Erpt £rom today 1 s DAILY TELEGRAPH 

is rEpresmtntivE of thE dE£EnsivE commEnt w'nch follows 

thE official lin£ : 

"S tEr l ing r El apsE in thc fr EE markc t in NE w York has 

attractEd mort attcntion than it dEscrvEs . I n London 

thc rEasons £or t his movement arc fully apprEci atEd and 

occasion no apprtlu:nsion . ThE two main poi nts which 8E£m 

to bt forgottEn a rt: 

(1) Th:lt thE Treasury limits satisfaction of dEmsnd 

For othEr currEnciEs to those rEquiring to pay for 

approvcd imports, and (2 ) thE pri nci pal Expor ts of thE 

country art paid for i n dollars which arE handEd ovtr 

to tbE ' Control '• ThErE is thEr E£ort only a l imi tEd 

dEmand £or s t crli!"lg outsi dE off1c ial channels and 

forEign Ers with balances in London who wish to movE them 

find 
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find fEW Lf any buyErs of thEir stErling. Thus thE 

~~rkEt is bEcoming morE and morE closEd and forEignErs 

with stErling who naturally Enough do not wish to hold 

thE currEncy of a bElligErEnt find thE markEt rEstrictEd. 

As thE ' Control ' policy bEcomEs morE EffEctivE thE 

obstaclEs to thE movEmEnt of forEign stErling balancEs 

bEcomE grEatEr. This is fully rEcogni zEd and may 

Explain thE dEsirE to gEt stErling out of thE country 

bEforE thE ratE bEcomEs EVEn morE advErsE in thE frEE 

markEt , It 1 s thE in£ vi tablE rEsult of tightEning 

control. ThE Essmtial fact is that thE businEss of thE 
Kingdon 

UnitEd 1 is bEing carriEd out on thE basis of a 

stErling-dollar ratE of $4 . 03, This ratE is stablE . " 

KElfflEDY 

RR 
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4ow oa ~ onoloeet _r_._. I tho ..,., pli'0'-'1117 l" ~t 
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llarob 27, 191110 
... ,.,.rr IOrlln'ha• 

••••r•. o. w. loll, Ooohran, Born•~o1n, Oo~\on and Wh1to 
SvbJoo\1 lleoono\ruoUoa Pro&raa tor f111laa4 

.u t wo ooaforenooo bold ' h1• •••k 1a t ho treaour7 ~~ tollow1n& ~Y•I,1oao ro&a r41DI 1ho wild .. of YDdortoklnK to ea\on4 f1nlond f 1nano1al a1111tonoo on a lar11 1oalo at th11 t lao ••r• •• , ... tod •• •or\bJ or 00ftll4orat1on . 
1. lib"' •••vaa••• are thoro that Plaland •111 not be partlJ or wbol17 \Ikon onr b7 Rlaula or Oor-nr l on11 before tho debt .. tur~•. 10 tha t 1n1toad or bolpln& 1be reoonotruoUon or • do-r&07 1r1 .. 7 aotuallr be a14ln& \otollter1an aonrn•nt•t 

2. flnlan4'• ab1llt7 t o ••r•leo a lar1e fo reign debt proouppooo• o\tbor • reou~tlon of l 1borol tro4o pol1e loa whtoh oharaotor1ao4 trade prtor t o ~he prount • • r, or oon•u ... tton of bila teral tra4o arrangeaon~• 1uol aa wtll glwo rtnland the noo••••rr rorollft eaohango. luppo1o t.be 4o-no1ol 4o not wtn and bllo tora l trade a.rranpaontl 1~114 upon f1nlan4 or wolun~ar117 adopto4 b7 f1nlan4 71114 onlr ... 11 aaount1 or forot~ oxohan,o, bow • 111 tho Un1,o4 Statoo bo a••und ropor .. nt olnoo U1 own tra4o •Uh rlnlan4 11 no~ larpt Wha t lrln4 of ••••ran•••· 1f anJ, aro to b• ob talnt4 rroa rtnlaa4 •1'b rotpOot 'o tho lrlnd or t rado arrang~aont• 1b1 •111 aako •ltb forollft ooun,~1oot 

J. Wo·•ld 1h• tlaanolal ald be .. 4o lf 1t wore dotlnUolJ known that tho Allloo would not oaer11 •totortou• froa tho PJ'IIOD' WI,., lo YlO,OI"J b7 tho Alll ... Olr\elft oaoulft to •arrant flnaoolal r11lrl lnwolwe4 ln oatono1wo • 14 \o f1nlaftiU 

II . Arfl t he p a raatooo or an7 otblr forotp oouatrr to M obtalnM wlta ro1peo' ' o tho tnw1olabllltr or f111nllb torrl\or,r •• a pr\or oondltloa of lar11 1oalo flnanolal 10111, .... , 

~ . Are an7 otbor pYO~nt• Fln& to be aoko4 t o par\lo1pato 1n tho rtnanolal al4t 
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b alt ' o be ........ wblle 'be war 11 plar on, or 
olll7 after peaae le ........ , 

lbolll4 c.be U.Uat natoe ... ertake prl•rr ""IPOtlllMll'7 
fer 'be eooaoalo ,. ... ,,..,lloa of aa I.J"ea whleh •• oaa 
.. , tafa .. , ,. •blob oar • roa..a' ehtpa ha•• ao aooa11, 
and wl~ • htoh "r •-oalo reh Uoaelllpl an of onlT 
N808daf7 laportoaoot 

naalllb •-.a•'• are 4oa1aatet IWI'h•••' pi'Od••'• -
U8ber, ,.lp aa4 PI PIP. Willa' IN lbe PI'OIPII'I f or 'be 
•lll teae••• or •• ,..ll•• of rtanh b e:r:por\1 lladlr ·-
dl,loae of peaoe and rala,lYalJ free tn\arna ,tonal 'ra4at 
In parUoular, ll rlMllb pulp and paper oo.,.uu .. 
•1 Ch our - lll4ae,,. ani 1• l' llltelJ \ o lou 'b• 
,._rlea a urkaU 

:rt the propoe .. a td to J't ft lan4 ll ulldert&lrall ohlaflT 
ae a n ntorlq ... go fer a w oh •ra lapoph a' role la 
uw ebape of world • oo-lo a ad pollUoal ralaUoaeblpa & 

(a) Willa ' a1nra ... 1 are ' he re \ba ' ' he CoDIPIII wouU 
look wt ua taYor upoa the aeoap'-I!Oa of w141r 
roepone1blll,lee ~'be Un1,e4 S' • '•• 111 worl4 
atfa lret 

( b) ... 14 Cha AMrloan people • •beorlbe to \be ltlllt 
ot 4e \a1le4 prorre• 'n.' woul4 be ~~t~oaeaa,. •• 
work "' lf 11111h a role ware ~ be u ft\!e r h ltaat 
11 Collrreea preparet ' o 4eu.n4 qul4 pr-o q1101 fro• 
foralp aoua,rl e a la taw ebape of a prade\aral..C 
ra•ra1 ,.,tara of aaonoate and pol1Uoa1 rela
Uoaebtpe .-oar Europ~u ooun,rleet 

( o) ao. •ob tlauota1 allli,MIOI h ' hl e ooun,,., pre
parat ' o ••'•114 ' o ~ r r •' ot \he wo rld, 1114 •111 
\ba' be ••"P ' o bllJ 111 \he lttncS of t nwrn11 Uonal 
PilaU ODI Cha\ wa waatt 

( 4 ) :rt naaaah 1 aeeletaaM oa a larre eoale te ' o be 
ea\atlll .. s-arope et\ar peeoa 11 cl ecla~d, • hi re are 
Ulle r.ad 1 t o aoae fro.t Pa r-Ueu larl7, 11 1' ap
p,...rlato ' o b p st~e etebtltuU ott Pua d ntr ••
pen4U•re• of 1t10h oba natart 

(a) J)o •• • l ab our at4 to Plnlaad ' o be tall• •• 
eYldeDoa of a wt11lnl"••• t o uttllta our eeonoala 
reeounae ' o 11111' ln ' he reaoae,~uoa of 1'111rope 
after ' h• wa rt If eo, llboul4 wa all•• l' to M 
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-.11e..t ~\ .. wlll otter ~r aeele\aaeo wt\b~' 
•U•I olear 1bd fteb a .. le\aa .. h OCIIIIdlUoeal 
oe \be e4opUoa or polloloe oooep\ablo \o •• wl\b 
repl'4 \ o la\oi"'UUUOul \ra4o, e:wcbanp, aooo .. \o 
re• • \ertale, e\o. t Do ,... heft •• pollolee \o 
propoee, la • toN wbldl toe• beJoad pla\Ua4oet 

(t) h ~r eooao.tc aeeh\ ... o t o be l "' ftlll U oftal oa a 
,. ... wboee pollUoal lora• •• r ep l'd ae j1111U 
lt •• are •• rea41 t o p.rUotpa\e ta 4rawtaf ap 
IOONII Of pe aoe and \ o aeM&• PIIIP'lDitl»U l\J 01' 

17J 

t hoeo leroet tf not, do •• really went our rtnnleb 
al4 \o lied \owal'4e •a •••' a \ th e Pf'••• ooaterenoo•t 

10. tf ooaare .. talle to a pproprtUe a44Utonal hulde 1o 
n ..... \be reoOilal,.o\toa or rtnlan4, ta lbere ., ...... 
lba t t.be pre H n \ f t anlob gowe..-nt • 111 be ••• ott 
~· wOG14 l»e lbo • • • l f Ololr u:peol&Uoae of eoono.to 
a11lataaoo troa ue ware not toetare4t Ia oQaer wo rtle, 
would t a tlare '»1 lbelr repreean\a\1••• \o ~rtaa boae 
~. baeoa• l•• • • \ hoM repreeontatl••• tn a auch •••-•r 
pollttoal poetltoa a t hoae and e treng l bea rtnland 'e 
f ealtn1 ot depeadeaoe upon Auet l e and Geras nJ • 

••••• 1/27/'110 Regraded Uclassified



AC 

SECrEtary of St a t E 

washington 

GRA? 

Par~s 

Da~Ed ~arch 28 , 1940 

REc 1cl 3 : 1 5 p . t. 

402 , ,,arch 28 , 5 fl • '" . ( SECTICll •,NE) . 

FC R 1'HE 'TREASUHY FRO:i lJA TT:-lE ,S . 

Toctay •s Journal OfficiEl llUblishEs an instructicn 

issuEd by th£ c.:>::t;>Ensation offiCE rEgarding t!'£ ncthoda 

of s EttlE:DEnt to bE r:.tploytd in tfftctJ.ng pay--1tnt for 

F'rEnc!J ir.t.Jorts from and EX;>Ot'ts to Spain . FrEnch 

imports of Spanish products a ;prarinB on list ''\ )of 

t:1r F'ra>;co-Spnn~sh tradE a a rcEt.tt. t and Spanish imports 

: 74 

of FrEtlch products a:>p~e.rin;; on (b) a1 E to bE sEttlEd 

throuor. thE clEaring arrangt Jcnt J..J EffE<'-t bEtwEEn t.hr 

S;:>ar.is': i nstitutE of fortign cu.•rtrciEs and tLE FrEnch 

clu.r! . .:; officE (sEE •. t'J trlq;ra:: 104 , Jar.uary 22 , 6 ;> •• ) • 

!:~ports or E:<ports of goods not &.9,.>Earir:g on thEse liste 

art to bE sEttlrd throul)h privatE co!.tptnsation o;>trations . 

CltarJ.n.:, ccu\'El'sions art to bE madE a~ thE 11official 

franc - _>rsEta exc hangE rate " with tl E r xcE.>tion of Fr ench 

irtporta of Spv.nis h products J. r.voicEd :ln :JCSEta which arc 

to i> E 'Jci1 for in f r ancs at the Spanish "cx:>ortation of 

£'lErc...,tt:td1sE 11 £xchan '"[ rntc . 

KLP 
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SEcrEtary of StatE, 

Washington . 

402, March 28, 5 p , m, 

(SECTION T>:o) , 

GRAY 

PARIS 

DatEd ~:arch 28, 1940 

REc ' d 3:47 p , m, 

Fr,nch Expc~t~rs art rEQUEStEd in thE i n s tructi ons 

to fur .. :.:.~• thE cL:t.:•ing officE rl t .1 fu ll ; s.:ot1cu1ars rE 

garding claims w1 th rES;>tct to FrEnch cor-:ntrcial crEdits 

i n Spai n 1'bl.,c!rf:d 11 ill fort January 171 19"57, 

Dtpo~its • n t.t:. r.-J.tional (postal) .Ja·. :.ngs ba.1ks 

during tht pE~ioc ~-b~u~ry 16 - -- 29 amo1~nttd to 171 , 000, 000 

francs , a figurE lo\''Er by 381 0001 0001 t"lan thE total for thE 

first half of F Ebruary (my ttlt gram llo. 346, March 14 , 7 

p . m. ) . Withdrawals tot:ll Ed 23, 000, 000, an i ncrEaSE of 

5 , 000, ~00 ovEr thos E occurring in thE pEriod FEbruary 1 

15 . From Je.nu.ary 1 to Ftbru!lr y 29, 1940 d Eposits EXCEtdtd 

withdrawals by 792, 000, 000 francs , 

MURPHY 

NPL 
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SEcretary of StatE , 

Vlashington . 

GRAY 

PARIS 

DatEd Mar ch 28, 1940 

Rtc 1 d 3 : 50 p, m. 

402
1 March 28, 5 p . m, (SECTION THREE ) 

:!.76 

Bank of Franc E s tatEmEnt showEd littlE change othEr 

than a decrease !n notE circulation of 505, 000, 000 to 

l54, 9t3.,000, 000. Advances to t hE state r n.ain unchanged. 

7h£ securitiEs markEt after an Early risE cased offer. 

REnte 1saucs, howevEr, showed fractional gains and the 

1937 dollar Exchange guarantEE issue after advancing 1,70 

yestErday moved up anothEr 1 , 60 to 220, 95 . ThE curb 

market was particularly activE and strong with gold 

mining and rubber shares in demand. 

( EI:O OF ,.:ESSAGE ) 

MURPHY 

NPL 
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!hero h trunlUe4 bonwl\b for rov elpa\ure a propooe4 

cli'CIU.laJ' ooaWDliiC recuJ.aUoae oonrlDC u. s. SaYliiC• lo114o 

which .-., \be obaac•• anno-oe4 117 roo -.ron 701& let\. Aho, 

aa ottmac olrcnalaJ' OOftriiiC \be •- w\JM\. I obcN14 IIPPI'Mla\o 

n tt rou wovl4 elp thea 111>4 ro\ul'n •• -• •• pood\le oa4 Yin 

•• aw -a u rou ban etpe4 t h• oo \!>A\ ,.. ou e\art \be prhUac. 

' • bopo to cot \ bolO into \he baa4o or \bo 'Podoral lloeene llaak• 

Ml'l.r nut ,..oil: an4 ,.. plaa to publhb ill \ b e :federal loclo\e'!' for 

S.~ of We -11:. In onler to 4o t hh,.. net baYe \be o1po4 

4oc.•h ill \he bute ot \ be aJ'ohlYleh 117 Pr14a,J DOOD• 

177 

(lnilial(.1.1) D.W B. 

~ ll:Ac tL._-1..., - I ... I 0 
j ; 

I li I -

~~j- L 
w ·· -=- :; _ 3- Y4, 191:!: r. . 

/..v~ 

~ ~~ 'Jl.t;.l. 
~. 

f' ~ ,. . R _ __ _ 
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J ot.e4 A( f) 
l'aDIERAL A\ !SI<RVI: .... '!PI 1. ')oe}l·~· 

OF NEW YORte 

CE CORRESPONDENCE 

COI FIOII!IAL liLII 
L. w. boice 

s u II.J I! c:-n 

--

DATL-.IIIare. 111 184C!!_ 

!BLIPBOI! COIVIR8A!IOI wtfB 

BAll~ OF FJWIC&. 

.lllr. Cari&uel caUed at 12118 o' clock t o 1nqulre whether 

there was an)' speo1 al r ea1011 tor t he weakneu of t he t'I'UIC 1n lew 

York t od1.11. I replied t hat t he anawer waa the sue aa pre•1oua11 

111 ,.., b1•, nue1y, that francs were tol 1owtnc aterling . Bt erl~nc 

••t down to 3.81 and francs had eaaed ott accordingly. laa 1terl1nc 

•ery cueb under preuuret I r eplied t hat ao t ar today 1t was not. 

Monday ' s tumo•er had bam about £7001 000 . It was t oo early t o 

ut11nte toda1' a tumo•er. lfean'lh1le 1t wa a correct t o aq tha\ 

aterl1ng wu under aome pr essure and th1a undoubt edly due t o the 

teet t hat t he March 8 r~~gulat1ons bad become etfect1l'e on .lllaroh 2&. 

D1d t he turno•er 1n franc s continue •ert 1111allt I replied about 

:!0 to 2& 21U1on rranc1 a dq • a s heretofore. 

I stated th1t 1 had Jult bem do1111 ~ the l'IIUltl to 

1oolc our th • latelf/.1t p.mt wb1ch had arrhed durin& t he n1ch\ 

a11d which we had taken 1n at thatmur in c011pl1ance W1 t h a 

' requost of t h e expreae comP&D7• 

lU 
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OOPY 

Secretary of State, 

~iash1ngton . 

31, March 27, 3 p.m. 

March ';!1, 1940 

Rec1 d 3:50 p.m. 

Apparently in relation w1th the fall of sterling 

1<ith respect to the dollar a bas1c official rate for the 

purchase of dollars has been fixed by successive changes 

since yesterday at approximately pounds (Turkish) 1 , 48 

l7S 

ne compared with 1.31 previously prevailing. No substantial , 
change has taken place 1n the pound (Turkish) pound (sterling ) 

or pound (Turkish) frano rate. 

t.IACI·!URRAY • 
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TREASURY DEPARTMENT 
:eo 

INTER·OFFICE COMMUNICATION 

OAT. March 27, l94o 

TO Secre tary Morgent~ 

Mr. Cochran CO NFID E NTIAL 
'l'he weak telldency cUepla;red by sterllD« T&sterdA;r contiDiled tou,. In 

At.terdlUII, the open1nc quotation for aterlloct waa 3.53-5/8 and it later IIOYed 
up to 3. 56-13/16. In Nev York, the initial rat e was 3-55-1/2. After t he open
iQ4, the ~uotntion receded atendily until mid- afternoon when it reached a low 
of 3.44-3/11. J.t thnt time, the dowvard. 110nment vaa arrested. aDd the rate sub
s oquently recovered to cloae at 3.49-3/8. 

'l'he r eported Tolwae of sterli"<?> transactiona today was geat.r t han that of 
yeahrda;r by 1.150,000. .U col!lparod to yester4A;r1s turnover, aalee vera 6.89,000 
leu but purchases Vllre 1.239,000 geater. 

Salea of epot sterlinc by t he aix reportiD« biiDka totaled '-976 ,000, froa 
the following sources: 

iY commercial oonoern••••• •• • •••• • ••• •••••••••• •• ••• • • •••' 264,000 
By foreign banlca (Far East, South America aDd Europe) ,. .. ;a;. ]12,000 

Total,,;a;. 976,000 

Purchases of apot aterliog amounted to '-749 ,000, aa illdicated. belov : 

B7 commercial concern•·· ····· ••• • •••••• • ••··• ••· · ··· ···· •• 373.000 
By foreign banb (Far East, Europe ADd South America) ... • 1. 3~6.000 

'!otal,.L 7 9,000 

The follovinc reportiD« baoka sold cotton billa totali.ng lol46,ooo to the 
Britiah Control on t he baais of the official rate of 4. 02- 1/2: 

lo 75, 000 by t he Bank of ~~ttan 
35, 000 by tho Guaranty Truet Co. 
23 ,000 by the National City Bank 

8,000 by the Bankers Trust Co. 
3, 000 by the IrTiD& fruat Co. 
2 , 000 by the Chase Nat ional Beak 

lo 1116, 000 To tal 

'l'he French franc &lao oontirmed to declina, After beiJI& quoted at the 
aquhalent of , 0202- 1/8 in J.msterdaa, 1t opened in Hew York at . 0201- 3/8. After 
touching a lov of . 0196, it recover ed t o close at ,0198-3/4. 

The r~te for the bel ga waa atroDG oloainc at .1707- l/2 . the high for the 
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The other i~ort&Dt currencies cloaed aa follova: 

O.Ul4era 
Swiaa f ranca 
Canadian dollar a 

· 5310 
. 22'42-1/2 
lS-7/~ discount 

.:81 

We aold $290,000 in gpl d to the National Bank of Belgium to be Added to ita 
ear~ked account. 

The Federal Reserve Bank of New York report ed that the Eas t ern Bank, Oe7lon, 
ohippod to the Ouarant.- Trust Coc.pany, New York, gold valued at $35,000, 1'hia 
ohi~oent will be aold to the U, S, Aaoa.- Office in New Yor k. 

The equivalent of the Bo=ba.- price tor ailver waa alightl7 lover at 4o.lll . 

The London tixiO« pricea for ollver were 20-l /4d for spot IUI4 20-5/164 for 
forward , bo t h up 3/16d. The u. s. equivalent. were 32. 51;1 and )2.4)1, ba.eed on 
the open aarket ra te at that time of 3. 56-3/4 tor .-pot aterliD« and 3 . 54-J/4 for 
forward aterl1D«. At the lowest rate tor ater lin& which prevailed in the after
noon, tho equivalent for spo t oilver v aa 31.41¥ and for forward , 3l.35tl• 

Bandy and Borman' s price for foreiga ailver, which is used by the tre4e tor 
aettlement purposes , was unc:htu>&ed at 34-3/'4¢. 'l'he 1'reaaury 's purchuo price 
for for ei«n silver was unchan&ed a t 35;, 

We =ade seven purchaeea of ailver totaling 4ce , OOO ounces under the Silver 
Purchaae Act . or this amount, 120 ,000 ounces represent ed salee from inventor.-
ond the remoining 282 ,000 ouncee conaiated ot new production froQ forei«n countr iea, 
tor forward deliver7. 

Ve &lao purchaeed 25,000 ouncea of ailver from the Dank of Canada under our 
regular monthl7 agreement. 

• DENTIAL 
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TH £UNDER SECRETARY o,-THE TREASURY 

WA8M I NOT ON 

!larch 28, 191K> 

W:UORAliD\lll TO THE SECRETARY: 

I n our conferencea here i n t hp '!'ruour;y on the trubJect 

of a reconstr~ction procraa for Finland a n~ber of ~ueotiono 

hAve been raised , and for ;your benefi t the;y have been jotted 

do'"' on the enc!oaed met~ol"andun. I thought probel>l;y you would 

like t~ have theo i n connection with ;your etud;y of the memo-

randun sent you by lla.rry \'hi to . 

Regraded Uclassified



TREASURY DEPARTMENT 

INTER-oFFICE COMMUNICATION 

OAT& !!arch 27 1 194o 

To Secret ary Uorge nthau 

PitON !.tessre. D. W. Bell , Cochr a n , Ber nstein, Cotton nnd Vlhite 

Sub j ect : Recons truct ion Program f or Finland 

At t wo conrerencec hP.ld thlo week l n the Treasury the 
following queetions r egar ding t he wisdom of undertaking to 
extend Finland financial assi stance on a large scale a t thl s 
time wer e suggest ed ae wort hy or consi derat i on. 

l . What assurances a r e there that Finland will not bo pPrtly 
or wholly t aken over by Russ ia o~ Germany long be~ore the 
debt mat ures , so that ins tead of helping the reconstruc
tion of a democracy we may actually be alding tot~litarian 
governments? 

2. Finland' s eDility to servi ce a large forei gn debt ~re
supposes either a r esumption of llberal trade noli cies 
~vhloh char act erized trade pri er to t he present war , or 
oonsumation of bilatPral trade crr~~gements such ~s wi ll 
gi ve Finland t he necesaary forelsn exchange . Suppose 
the democraci es do not wi n and bilater~l trede arrange
ments ic~osed upon Finland or volunt~ily edopted by 
Finland yield only small amount r of foreign exchange, 
bow will the Uni t ed States be assured repayment sinoe 
i ts own trade wi th Finl~nd is not large? ~hat kln~ or 
aszuranoes , i~ any , are t o be obt ained from Finland 
with respect to t he kind of t~ade arr~gements she will 
make wl th for e ign countri es ? 

3. Would the r l nancial a i d be mede lf it were definitely 
kno~~ that the All i es would not emerge victorious from 
the present war? I s victor y by the Allie3 certal n 
enough to war rant f i nancial r l sks involved in extens i ve 
a l d to Fi nland? 

4. Are t he guarant ees of any other foreign country to be 
obtained with respec t to the inviolability of Fi nnish 
t erritory a s a prlor condi t i on of large sc~le f i nanci al 
asa1etonce7 

5. Are any ot her governments going to be asked to ?Prtlc i pate 
i n t he f i nanci al s i d? 
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6. Is aid to be extended whi le the wnr is goi ng on, or 
only after peace is resumed? 

:84 

7. Should the Uni t ed States undert~e primary responsibility 
f or the economic reoonet ructi on of an area whi ch we can 
not defend, t o whi ch our merchant shi pe hnve no aocess , 
and with which our eoonomi o relationships are or only 
secondary import ance? 

g, Finni sh exports are dominated by forest pr oducts -
timber, nulp and paper. >Yhat are the prospects for the 
mai ntenance or expansion ot Fi nnish exports under oon
dit!ons of peace and relatively tree L~ternational trnde ? 
In partic•~ar, is Finnish pulp and paper com,etitive 
«lth our o~ industry and i s i t 11kely to lose the 
American garket? 

9. If the proposed aid to Finland is un~ertaken chiefly 
as an ent eri ng ~edge tor a ~uch more important role in 
the shape o! worl d economic and political r elationships : 

( G.) 

(b) 

(c) 

(d) 

(e) 

What assurances are there that the Congress would 
l ook with favor upon the acceptance of wi der 
responsibi lities by the Unit ed States in world 
artflirs? 

Would the American people subscribe to the kind 
or detailed progrB.Ill that would be necessary to 
work out if such a role were to be undertaken? 
Is Congress prepared t o demand quid pro quos from 
foreign countriec in the shape of a predetermined 
general pat tern or economic and political rela
tionships among European countries? 

How much finar.cial assistance i s this country pre
pared to extend t o tho rest of the world, and will 
that be enough t o buy us the kind of international 
relati ons that we want? 

If f i nancial assi stance on a large scale is to be 
extended Europe after peaoe is declared, where are 
the funds to come from? Par ticularl y, i s it ap
propri ate to tnp the Stab111zati on Fund for ex
pendi tures of euoh character? 

Do we ~ish our a i d to Finland to be taken as 
evi dence of a willingness t o utilize our economi c 
resources t o assist ln the reconstruction of Europe 
ofter the war? If so , should we allow l t to be 
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beli eved that we will offer our ase is~ance without 
making clear t hat such assi stance is conditional 
on t he adoption of pol icies acceptable to us with 
r egard to internati onal t rade, exchange, aooess t o 
raw materi als , eto . ? Do we have such policies t o 
propose, ln e. form which goes beyond platitudes? 

(! ) I o our economic aaeietance to be conditional on a 
peace whose political terms we r egard as just ? 
If so, are we ready to participat e 1n drew1ng up 
t er mo of peace and t o aeoume responeibil1ty for 
t hose terms? I f not, ~o we really want our Fi nnish 
a i d to lead towa rds "a eeat at t he peace conference"? 

10. It Congress fai~s to appropria t e additional funds t o 
finance the reconstruction ot Fi~and, i s there danger 
tr.at the oresent Finni oh gover ncent w~l be wor se ott 
than would be the case if their expectations of economic 
assistance from us wer e not fostered? I n other worde , 
would failure by their representatives t o •bring home 
t he bacon• leave t hose repreaent~tives i n a muc~ weaker 
ooli t ical position a t home and etrengthen Finland1e 
feel ing of dependence upon Russia and Germany. 

~or· 
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ADV18KA O N 

INTtr:RNATIOHAL CCONOMIC APFAIRS 

April 20, 1940 . 

To : )!r. Co,8~n 
From: Mr. "Fe!; 

Here 1s a oopy of the meo
orandun you requested of my 
office. There was an article 
on t his subject 1n t he New York 
Times of Maroh 31 headed "011 
Deal by J apan Causes Comment•, 
written by J. H. Oarmioal. 

-
~ 

;// 
----~ 

. . 
•. . . .. 

.. 

.. 
; 

r 
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COPY (HOC:EB) 

Oont14ent1al. 

Communicated by Mr. Aehton-Gwatkin. 

Sir H. 0. Chalkley, K.C.M.G., C.B .E., 
Commercial Counsellor, 
British Embassy, 
Washington, D. C. 

Dear Sir Owen, 

.. a r 

B. R. JACKSON 
620 Fifth Avenue, 
New York, Maroh 28, 1940. 

The sale by Anglo-Iranian to Miteub ieh1i, Japan 
ot about 120,000 tone of Iranian crude oil to be delivered 
over a year, beginning l ast February, h8s evoked some 
comment in oil cir~les here. 

In the past the Japanese attempted from time to time 
to persuade the large international comp anies to sell 
them crude oil. Shell, Sta ndard of NetT Jersey and 
Anglo-Iranian have hitherto always declined to sell crude, 
although they have disposed of products in this ouarter. 

In the present cases the buyers made a direct approach 
to the Iranian authorities, who made it olear to my Company 
that they oould see no reason for our refusing to make an 
offer tor the business, having regard to their desire tor 
e.n increase in the production of Iranian crude oil. It 
will be appreciated that War conditione have involved a 
diminution in Iranian production, eo that the attitude of 
the Iranian Government ie quite understandable. 

Before we quoted tor this business, we formally a dvised 
Shell and Standard of New Jersey of our intentione . 

Some of my oil friends have told me that the matter wa s 
mentioned to t hem in the course of discussions with the 
State Department in Washington, where, apparently, there was 
eome speculation as to whether the sale might not be the 
opening move in a policy of rapprochement between H.M.G. 
e.nd Japan. 

I need hardly say that to the beet of my knowledge and 
belief the sale is entirely devoid of any political sig
nificance and was made at the instanc e of the Iranian 
Government. 

I am writing to you on the eubjeot in case you may 

t hink 
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think it worth vbile mentioning the circumstances under 
"'hi ch the t ransaction was etteoted, to the State Department, 
on some appropriate occasion wi thin the near future. 

In view of current oil exports from California to 
Japan, the criticism which I understand has been levelled 
in this country at my Company appears illogical. 

I and my associates would be particularly grateful t or 
anything you feel disposed to do ~·i th the obJect of correcting 
a ny false reports which may come to your knowledge. 

I have been approached by the New York Times on the 
subJect so there may be some mention or the matter in the 
press. 

Yours sincerely, 

(Sgd.) B. R. JACKSON . 

-
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OIL DEAL BY JAPAN 
1 At'tvr• h1 .l~tp;ta· .. t'(ll lr) .. u ~r...,nt Df' :~7 nnr J.Ot~ 

e.tUlty W tntuuted In ot 1a1n:•,c 
Abt-n:a t l"n f'lf lh+ .lar-aeM trttl'a t....an ,....enut. tn \hat ,..,.,.ra hr r ,, .• 

._,...'¥ lll•t J•auarr b,- tl.e l'nn.-4 IDUIU ..,.. baMd on p f'Odu('Uon. u.e 

CAUSES COMMENT 
1 S!•t .. ~'""'"hlf''lt aftd ~ !-.r o r ln.nian Govuom«-nl s. MJd to.._, . ._ 
add1IJQnal P'"•"r., bJ \\utdnrtan. an..t.t4d Uaat u.. BrlU..h Ooftm-

l
u a tUUJ\ tot Japan'• mlhlal7 •~ mmt maka the dul wtth JapaD. 

Tokyo and London Get To
gether on 1,000,000-Barrel 

UvidM In ChiM,..,.. bt:Ueved coM Tbll.l. lA ordn-to afttd al\1 tun.htr 

Delivery From Iran 

I PO~ICY OF u. s. A FACTOR 

fecton In Tokyo' • dul.-. to make trtctiOD lA tb.a N..,. Eatt, It Le tm.. 
C:Oiltn.et• tor ofl .uJ!r&J .. ouu lde pbu1&ecl tha.t lh.,.. ••• •trtuall1 
tba \lnltecl $uitN. St~ch rMJTa.ft.&e- no other COUI"M Wt to lba 8r1t!t.b 
m~L would •r-rloullly affect the h· CoTenuM:nl U..a to ooDC.Juda U1a 
clfJo Oou-t oil oompanlea, wbloh tor deal. Only a few yu.r1 aao the 
)'t-Ilt'• h&\'1 •uppU~ mo.t of Japan'• Iranian Government e~&nctltd tbt 
on requirement.. coaeeu.lo.n. or tha An.ato-Jranlan on 

WJtbout knowln&' all detail•. It Oon\pany and the Brltlth Oovtrn· 
Ia lmpoutble to dttermlno the rea.- ment ncoeeded In rettln¥ lt. r .. 
ao•u that '" ODlPltd tl1t conc.lualon. lntta.ted ooi.J aner aJ'I'Hln• to more 
Of tht nrtUJh.Japanest oil deal. advant ... eout term.e to IraQ. I De:•plte lht lap~e ot tho trade For H'ltrll montht Oreat Brttala 

Effect l tre<~.\7, eommtrce between the ' bu beeft much OOilCtmtd O'ltr •hi~ 
Unlttd Statu and Japan Ia being 

1 
mtnt.t of ou ftom tbt Pacltlo Oout 

1 
ct.crltd on normaU7. Callfoml• t.o Vladl~. 0a1r neentb- the 
tt.Ul it able to .u.pply Japan'• oil Hou.e ot Com.W'al -... ..... the 
r.qulnmentt and le btuer loeated ..:It ot aboutiOO,OOO .,.,.,. .. ot cu
porra.pblcally for that pu._l"pMe bwt oUat to Rv.ia b Ulrle prl'lattl7 

Trade-Treaty Lapse 
Analyzed-Persia, Too, May 

Have Swayed Britain 

ft, 1 n CARlliCAL Ia lr&D. Co~~MC~utnUJ', It lelMift•ed oWlled. CaU!ora.la. oO .......... ,u. 
1 • • that tbe Brltlab tn.I"'MClioft wit.b tbRI'h eome crtUc:l- wu 'f"'~ I Aa on lnlAat.d.toa probably haw-- Japu mill\ ba.-. trs"t._ a prb ~nst tb ... t bl,.._u_ \~My ~ud 

lnr Important political aad reo- CODONIIOD or poUUoaJ cou$4e.r. DOt t.o,"'h .. aar aorta.Uo·a .....,Unt 
DOmto • lanlrt.UJK'e rec.uU)' wu Uoaa. or lloU... nor wu ftllw.ry roadt ••r a ,... 
conduded btiYettt tbe Japa..MM Tbt tact lba.t the t..ra.rtu.et.lon wu C:.cery wh .... UMr ooWd bt 000"\~ • .,.. 
and BrtU.h Oo,~rnmUtu. "nu-ou,;b oondudtd. apln.at lbt b&ckrround. ed Into that produc.L 
Lh4! Anato-tra.nlan OU Compa.ny, • ot mootlw of Brttlfb·•hPILDeM ell!· The &ale of thla oU to nuuia wu 
maJority or whoa.e atock il ownt4 terence• and dlplom.atlo protuu . arranged t.n. A.ueut lut. )'tar, b• 
I 'I the British Government, tbt eJ• WIIUI..e that. • rapprOC.hl'nlttnt bt-: tort tbt outbreak or the &uroPt:a• 
ot abaut 1.000,000 barre)• o.t erudt twce.n th~ae two powe.ra may be In war, and the (It nUty Involved wu 
oU ~roduced In Iran baa been madt thtt otrln • . On'r lut Thurlldty, tb• lea. than In tbe '"o or Uu'ft pre
to Japan. Brlt.llh Ambf.Nador to Tokyo In & oedln~r yurl. The latt ot tht lwlllvt 

All'fdy one carso of about 100000 apucb told • Jap"""'' audience cargoes wa.t shipped on Jan ,U Jut. 
barrel• baa bH.n thlppecl In' a. that "It 1• not beyond tile power• Co·ntrn.ry to tbe •HwHioi:\ In U1e 
tanker t hartend from Norwegta.n ot eon•t.rucUvt tt_a te•man.hlp to World w._r, a "buyt.f'1' ma1k~t" 
lnt.erNta from Abadan a port a \ lnln.r t.ht a.lrn• 01 lhhlah a.n.d Japa. ex:ltt..t for oU auppllt~ lA alnto.t 
the hud or the Ptnl~o C ult. to one policy lntO t\all h.t.rmont."' evuy produdq eou.nlry u eept nu.. 
Yokohama, where It b to~ rdh:t:d lru.Lu Prutu.re Hinted m.a.nb. wh~bolh Ctrm.a.ny •nod 
by the Wluu.bb.bl Oil Company. Anolht.r verslon o·t the dNJ Ia thAt the AlHu e&.IT)'ln.J on a .. ,loll 
A.h•t ~QI". It 1.1 undentood It wu t1N'Ce4 on tht Brlt.bb Gov. or war• for t country•• •IU'PI• ' 
mott ot tile produeta wm lie laku usunut br tht lnnlaA Oovem-
bt the Japa.a .. Gontnment. mut. In t.hl.a eoeaeetlon. tt la 

DUcvMiou tor lht parc.bua of at&t.M Lbat lha . JaPuue 00Ytnt
DI ... I ol.l a.Dd Gthtr pf'Oilueta trom • mV).t a.pproad\td Jnaa aut.bor1Un 
the .t.n~ha.aJa.A 00 Comp&~~.y an (or tbt pu.rdt.AM ot Oil nppll... A.a 
• kl to bt udn" way. Ia. acldtUoa, a nnlt ot the Europe&n t:lt-u.adon. 
JapaatM int•...U ..,.. nes:otlatl~ lbe df'tD.a.Ood tOt oil tt'ODl Iran ha.d 
tor oU auppllee !tom Mulco and detUnt4 nbllta.aUalty and cone. 
Vtnf'lt'Uf'1e. q-untl¥ lM .A.qlo-.lra.claA 0U CG:m.. 

pa.n.r bad ..-ucect IU output. 

I 
()) 

:.J: 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO Secre~ llorgentbau 

I"'IIW lfr . Cocbru 

The clo-ard tendency in the aterHD& rate which prnailed for \be laat 
t-.o daya waa reftraed t oda,y ...,4 the quotation •de ..., appreciable recoTeey, 
Yeaterday, aterlLnc atrencthened to 3.~3/S after reaehinc a low of 3.44-3/~. 
fhia i~~pronMnt contin'IWd in Aaatercl&ID t oday11ben aterli~~~: opnd at 3· 50-7/16 
and it .aTed up to J,51-3/~. In New York, the opening quotation waa 3.52-3/S. 
Within the tirat hour of tradiD.l: the rate dipped to 3·50 but thereafter it 
deTeloped a atrong undertone and by aid-afternoon it waa 3, 61. Duri~~& the 
latter part of the afternoon \be rate IIOTad i .n an atratic •nner and the cloailll: 
quotation waa 3.6o. 

!he reported Tol- of aterl1114 tra.naactiona waa aligbtlJ' creater tban 
tbat of ,..ate.rdaJ but the intereeUng feature of the tigorea pnn below 1a 
that today for the lira\ Uae since !Larch 22 the demand for aterl1ne e:rceeded 
the aupply. 

Salea of apot aterlin& by the aix report1oc bank& totaled '8~1,000, tra. 
the tollow1~~& aourceal 

J7 ooamere1al concerns ·· ··~· ········ ········ ·· ······ · ··· 
lly foraip 'be.nka (Europe, South America and J'ar kat) ••• 

fot&l ..• •••••.• ' ~1,000 

Purcheaea ot ape\ atarliD.l: amounted t o fo900,000, aa indicated below: 

By co .. erc~l eoncerna ••• ••• • • ••• • •• • ••• ••••••• •••• •• •· • 
lly foreip 'be.nka (South America, kr Eaat and Europe) 

'318,000 
1.662,000 

Total • ••·• •• • • • '980,000 

A 11ilited Preaa a .. a daapatch froa Rio c1e Janeir o todaJ atated \bat the 
llluU: of l!rarril aanOIUICed that it -.ou1d aot daal in the pound aterl1114, ettactin 
toac.rrow. It waa further atated \be Bank of llracil eo:pbaahed tbat the .ua
paaaion waa teaporary and that de•ltnca would be reaa.ed when c onditione 
warrant . !he llluU: d.tclined to predict how long the 1uapenaion would laat or 
to ata'e the apeclfic reaaon for the reatriotion. 

• • J 
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!be followlag r~ortiag bank• eold cotton billa t ot&liDC '56,000 to 
the :BriUeh Control on the l>aeh of the official rate of 4.02-l/2: 

Olt 28,000 of the Ouarant;r !l'ruet Co. 
21,000 of the IM'iDC !ru.et Co. 

4, 000 of the !anDre !ru.at Co. 
3,000 ot the ._u~ Cit;r :Bank 

lO 56,000 !ota1 

!hi 7rench frftl1o paralleled tha ehrling quotation &D4 athr a lov of 
1.911- 1/4 it atreagthcmad to touch a hisb of 2.(>4:.1/2. !he cloliJl& quotation 
vae .0204. 

!he belga contianed to improTa an4 ita beot price of the da;r va1 . 1708-1/2. 
It closed at .1708. 

!he dieco=t on the Cl!.llldiaD dollar narrovec!. from l'J-1/sf> 711tarda;r to 
18~ toda;r. !he batter quotation ma;r be merel;r a reflection of the t.proTed rate 
for eterllJl&. 

!he other iaportaDt currenciea cloead ae followe: 

Gu114era . 5312 
SV15e france.2242- 1/2 

!he Cuban pe1o vae vealc beiJl& quoted at 11-15/16% discount . !he Mexican 
peao remained. unchD.Jieed at . 1672. 

!he 7ederal Buena :B8llk of lfev York reported. t~t it purchued 100,000 
be1gae for the BaDk of Labia. 

Va eold $1,005,000 1u gold to the J:aUona.l BaDk ot Belgiua to be ad4ed 
to ita •~ked account. !he b&lga hal bean etroac tor the paet tvo da;re, &D4 
the tunde to r-;r for the gold vera procure4 by the Bal.gian l>aDk' 1 purcheeee of 
dol lare against the 1tl.l1 ot belgae. .b :Belciua h an adherent to tha principle• 
of the !ripartih .&«re1111ent the dollara obtained from such exch•DCI operaUou 
are con.ar tibla i nt o sold. 

!he 7ec!.eral Reaern :BaDk ot lfev York reported the follovill& ehipaenh ot 
gold to it: 

$ 6,035,000 froa Z~W~:l•M, ahipped b;r tha :Bank of lnghM to be -.noarke4 for 
ita account. 

4,49o,ooo ~ .. Sviharl&Dd, ahlpped b;r tha lfatioaal BaDk of SV1tsar11Dd, t o 
be lar::tarked for ita account . 

536,000 from Chile , to be earmarad for account of the Centr8l :Bank of Chile. 
$ll,o61,000 'l'ota1 

CONF\DENTIAL 
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!b. Stat• Dep.rtaant forwarded to ue a cable ataiillc that tu followillC 
cold lhl pmenh would be -.de fr,. ZncJ•nt!a 

$907,000 ahlpped b)' t he llwha Jlenlt Oorporailon, Lollllon, to ihe lfailOII&l. Cl\7 
Jlenlt, aw Torlt, 

50,000 lhlpped b)' the Orec!.U J:vonna1a, London, to t he Chaae lfatloD&l Jlenlt, 
aw Torlt, 

3,000 lhi pped b;y t he Mu liNIIt Corporation, London, t o ih lfw Torlt office, 

$960,000 t otal 

!fheee ahlpaenh will be sold to t he U, S, J.aUT Of'tiee UJ!On arrhal, 

!he f1x1a:c priee a for eilnr in Lollllon to4&7 were 20-7/164 for apot &114 
20-1/24 t or torw.rcl.. !file .. priou calculated at the open Mrltet r atu for 
eterlla& at tut ilae were J2,J5tl aD4 32.261 reapeeilnl;y, Later i n the 4&7 
when eterllnc lmpr o'fed to lh beat price the equi'falenh were JJ,20tf aD4 3J, lltf. 

Banq aD4 Han:an' 1 aettlcent prlce t or foreip at.her wu u M b enl'&d at 
3'+-3/~. !he 'lrauur;y1e purehaee pri ce for foreip allnr -• aleo unchancK at 
35tl· 

We made the purehaau of lil'fer t ot&li llC 167,000 ouneee under the 
Sllnr Purehaee Act. Of thia amount, ll.O,OOO ouncu repreaented wee tr011 
inventor;y &114 the remalnlnc 57,000 ounce• conaiated of new pr oduction froa 
foreign countrlee, for forward deli'fer;y, 

Ve alao purehaaed 75 ,000 ouncu of dher from tha l3e.nlt of Ceneda Wider 
our recular aonthl;y agre-nt. 

CONFIDENTIAL 
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_. ..... ID !Ill ... ~, 

...,._UIIC _, -r ·- at llereh 27 • l!JIIo. tllere 

ta v...sn.a ta.r .. uh a tor_, ot t'ralltlt - ,....s.._te 

tor \he •• • qurbr ot 19110. fble llltor..Uoa •u '-
_.. pa._llo 0 1 1\J'o lloftb )18\o -NiJIC \o Jlr, Pelltro 

Prool4•t ot tho AeeoolaUoa ot -.rl- ~1,...... 

DOl ce 

193 
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.... 19. 19leo 

Ia \be ·-- ot \be '-•'-7 I a I wliMip -··· 

fll ~ leu ... ot ..,.. 26\b -' 27tll, wt \It llldob ,.. 

-.10N4 0\a\-\e obowlllfl 4a\a OD tnlP\ - Nll'd,.._ 

-•• for \be tire\ u4 - 114 qurhr ot 19110, !1M 

'-o\aiT uke4 • to \ell ,_ U..\ bo opprootdoo ~ 

~'t'lalaeoo ta edlac hla Wo t atorwa\toa. 

•• , .. "· h1111J, ,..... ... ,, 

ltaoorolT ,_ro, 

••••t•U• ot .._._ Wl ...... , 
.. ldactoa, D. O, 
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AsSOCIATION OF ANERICAN RAILROADS 
T"4NSPORTATION BUILDING 

WASHINGTON. D. C . 

J. J PEL.LEY 
~I..!OCIIff 

Honorable Henry Morgenthau, Jr., 
Secretary of the Treasury, 
Washington, D. C. 

lb" dear Mr. Secr etary a 

llarcb 27, 1940. 

-'- 9. 

SUpple»nting a¥ letter of llarcb 26th, I aa pleased ~ enclose herewith 

a prlnt.ad copy of the forecast. for freight car requireaents !or the second quarter 

or 1940 which we have just received fro• t.be printer. This tells the story in de

tell b)' regions and b)' coiiUIIodities, and will be released b)' the Association aa of 

Sund.ay, March Jlst. 

Yours nry truly, 
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NATIONAL FORECAST 
of the 

covenng 

QUARTERLY FREIGHT CAR REQUIREMENTS OF 
29 PRINCIPAL COMMODITIES AS FURNISHED 
TO THE CAR SERVICE DIVISION OF THE 
ASSOCIATION OF AMERICAN RAILROADS 

2nd QUARTER 19~0 

.:96 

• 
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LIST OF SHIPPERS' ADVISORY BOARDS 

DIST. N.U1E Of' CD1ERAL 
.liQ.. BQARp C!1AIRMAN APDMSB 

' 9 .. ALLEOHOIY... .. ...... L.G. HULTS... . . .ROell 1103 - PEIOISYLVAIIIA STA., PITTS8URGH, PA. 
8 .. ATLAIIT!C STA'I'U .. GEO. r. HIC!!BCIUI ....... • .... l$0l! - SO VBSET ST. IIEW YORIUI. Y. 

10 .. CBIITIAL WUTER.It .. .t.lot.RAT8 .......... . .': ... AOl - UIIIOII PACIFIC 81.00., OII.ABA, 11!811. 

2 GR!AT LAU3. •••••.. RAJUU' CAR111LL • . • .': $A - IoUCK. a:N'T n!IVDUJ,, IETIIOIT, WICK 
I .lflD·Wut • F A. ~ .. • . .': •• .220~ - ~ I!AST VAll BUREll U , CHICAGO, ILL 

12. lltlf EIIGLA.IID .... W.P. GARCELOK .... " •• 421 - SOU TH STA .. BOSTON, KASS. 
3 IIORTHWUT. •.• P. r. SCIItUliEWANN • 820 - lllOOSOII BLDG., lo(l)llltAI'II.IS. llflliH. 
4. OHIO VA.LU:T ........ 11. S. WORRELL ....... .': ,11·203- 0111011 STA .. CINCIIIKATI, OIIlO 

II .. PACJ.nC COA at . .. . W. S. JORNSON ....... " .• 518 - WELLS PAROO BLDG. , 8A.11 Pll.AN ,CAUF. 

t . 30UTH£A8'l' ........... A.W. VOGTL&. ......... , :· ... , 211 - 110 C£11TRA.L AVE., S.W., ATLANTA, CA. 

7. SOO'I'IIWEST ......... C. I'. BYARS .. .. ... , .': . , 14 13 - UII!'A n BLOO., DALLA.S , TEXAS 

5 TRAN8 ·WO.·ltAIISAS .. CAJU. Gll:SSOW ...... , ,''., .. • 254 - UNION S'I'A. BLDG .. ST. LOUIS, WO • 

..... 
AOOITtOH.AI.. COPI(S CW THIS fORICAST 011t INFOAMATION A.S 

TO Tt-C ORGAHil.ATION ANO ~POSCa M TH[ $MIPPtAS' AOYIJORY &oAROS 
MAV Bt 08TAIN£.0 rAoU THC CAA KAYICC OIVII'ON. ASSOCIATION OF 
AM(AICAN RAILROADS, TltANJPOATATtON IVIt.DING, WASMINCTON, DC 

. . .. ~\ • 

.. 
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TREASURY DEPARTMENT 

INTER OFI"'lCE COMMUNICATION 

DATa March 29, 194o 

ro Secreta!')' Mor~ntba 

Mr. Cochran CONFIDENTIAL 
The atrength vhich appeared in eterl1D« yec terday vaa not mai ntained today 

lLIId the quotation moved dovnvard, In Ameterdu the rata oponed a t 3·57- 7/16 lLIId 
Juat prior to the opening in Nev York i t vne 3· 56-3/4. In Nev York the initial 
quota vas 3·57 . During the 110rni n& i t. reached the bee t price of the day a t 
3·59-1/2, but then the rate eterted to decline. After recedill8 to 3·53-3/4 by 
aid-afternoon eterlint: ztren&thened to 3·511-3/8. In the late afte rnoon a veak 
tendency developed and the quotation •oved dovo to the lov of 3, 52, It elo~ed 
at 3· 52,..1/2. 

The reported volume of oterling tranoaetione vas greetl~ reduced from 
that of yeatordaJ with &&leo off •158,000 And purchaaea off ~.ooo. 

Saleo of apo t sterling by the aix reporting banks totaled .CSJ ,OOO, fro• 
the folloviDf: oourcea: 

By commercial concerua •••• •• • • •• ••• •••• •• ••• ••••••• •••.•••• • • 355,000 
By for~icn banks (Europe , Far East and South America) ••• •• ••• ~8,000 

Total. . .. 3,000 

Purchaua of spot aterlir~& IUIIOunted to • 575,000, •• indi cated below: 

By co-:ercl~l coneerna .....•............................... ·' 257 ,000 
By foreil:D banks (Europe , i'I\J' :!:&st. and South Aloer ica) .. .. . .. • }18,000 

Total .. . • 575.000 

The following re~orting banks eold cot ton bi lla to t aling '96,000 to the 
Britiah Control on the b&31e of the off i cial ra te of 4.02-1/2: 

• 78 ,000 by the Irving Trua t Ool'pal>J' 
18,000 by the Gua.ran ty Tru at Oo~~pa~~y 

• 96,000 fo tal 

The other brportant c:urrecci ee cloned aa follovs : 

French f ranca 
Guildera 
Sw in franca 
Belc&a 
Cana41an dollars 

.0200 
·5310 
.224a..l /2 
.1707 
.18-1/~ diacouat 

'!'be J'ederal Reaerve 3ank of :few York reported that 1t purcbaaed 6o,OOO 
belgu !or the B&nlt of Latvia. 
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C ONFIDENTIAL ro" .... -
- 2 -

We aold $115 ,000 1a gold to the Nat1oDAl Bank of Bel~1u. t o be added to 
He earmarked account. The dollArs to P&:f for t hia purchllae were obto1aed b7 
the Bel~1an Bank from the pur chase ot dollua and the eale of bel«ae. 

The Fede ral Re .. r .... ll&!lk of Hew York repo ted the !ollow1ac eh\pMate of 
cold: 

; 7 .500.000 fro01 Itol)' , ahipped b7 t he Bank of lt&l7 to the Federal Re .. na 3&Dk 
ot l!ev York, the d1spoa1 Uon of vh\ch 1a Wllr:novn. 

2 ,092,000 from Sv1tzerland, ahip!)8d to the Ouarant7 'l'r11at Compn117 tor eale to 
the J.aee.;y Ottiee at !lev York 

$ 9 ,592,000 Total 

The London 1'1rlng pr\eea for o1l:ver were both unchanged a t 20-7/164 tor 
apo t and 20-l/2d tor forward. The U. S, •ctlliv&leata were 32. 31¢ and 32.731 
raepect1nl)'. 

BendJ end Haraan'a ae t tlement price for fore1&n e1l•er vae unc~d e t 
3"-3/41. The 'l'reuuey's price for foreit;n ailver vu &lao unehanpcl. at 351· 

We scade n1ne t.urehuea of silver total1ac 765,000 ounces uncl.er t he Silnr 
Pw-c~3e Act. Ot th 1a amoun t , 5!!3 ,000 ounces represented e&lea t r oa 1nYeatoey 
end the r&min1ng 132,000 ounnea consisted of aev pr oduc tion !roc foreign countr iee, 
tor forward deliver7. 

We ~leo purch!laed 333 ,000 ounce a of aUnr from the Bank of Canada which 
rata .. the total bo~t from Canada during Ksrch to the agreed l1att of 1,200, 000 
ounc•• · 
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TREASU RY DEPARTMENT 

PROCUREMENT DIVISION 

Of'fl'tCC o,- Tt-tE OIR£C'TOR WASHINGTON 
March 29, 1940 

lly d ... r llr. Secretary: 

There 1a attached hereto a memorandum concerning the Jteeting held this JDOrning with 

the engine manufacturers . In addition to what 1a indicated in the ••orandum, 
Colonel Burns stated that the War Department ia drawing up an administrative pro
cedu re to be followed in connection with the policy recently announoed1 that after 
ita completion it would bo submitted to the Secretary of War for approval , and that 
it was not at the moment sufficiently completed to permit of its diecutaion. He 
etated further that there would be forwarded to me for approval a oopy of this 
before ita promulgation, and I informed him that when I reoeivod it the matter 
would be taken up with representatives of tho Navy, the policy recently approved 
by the President affecting the Government aa a whole . Upon questioning, Colonel 
Burna indicated that he hoped it would be pouible to aubmit the adm!niatrative 
procedure to the Liailon Committee in the near future . Obviously, unt il we have 
eeen the propo3ed procedure it cannot be determined to what extent, if ~. it is 
an about--face on the attitude usumed by the Arc:! at the meeting Wednesday with 
t he airplane manufacturers . 

( Both Kreusser and Vlilaon seemed satisfied with the information contained in the 
statement made at the beginning of the meeting and showed by their disousaion of 
it that they had readily grasped its intent. The representat ives of Nr isht Aero
nautical arrived over Washington this morning at 8 AM but, owing to weather, could 
not land and were finally grounded at Camden, New Jersey. They have taken a t rain 
and will be here in tice for the 2 o' clock meeting this afternoon with the acces
aory people. 

there 1a also enclosed oopy of a memorandum which I forwarded to General Watson 
yesterday concerning the meeting of Wednesday. I shall prepare another one tor 
him after the 2 o' clock meeting is adjourned. 

In answor to ~ inquiry, Kreusoer stated that the Allison plant ia working on 
Sat urdays . I told him that you might be there a week f rom Saturday but I woul d 
inform him defini t ely of it later on next week. 

'leneral Brett ia returni,. Monday, and I will apeak to him concerni,. the visit 
t o Wr ight F~eld, putting it, however, on a tentative basis unt il I have definite 
inatructi ons from you. 

•11t h kindest personal regards , 
Sincerely yours , ~. 

Honorable Henry Yorgenthau, Jr . 
The Secretary of the Treasury 
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TREASURY DEPARTMENT 

PROCUREM ENT DIVISION 

Of'I'ICK M THE DIR£CTOR WASHINGTON 

lolarch 29, 19-'0. 

I!EI..'ORAliDUII 

t.reeting was held at lD AU this morning at 'Which were present Vr. o. T. Kreusser 
of Allison L'otorss m-. E. E. Wilson and !lr. J . F. 1Joeartl1;y or Pratt & Vlhitney; 
Colonel Burns of the Oenoral Start, Aide to Secretary Johnsons Colonel Hines 
and Colonel l!acl!.orland or the Arn\Y Navy Mun1ti ons Board; t:ajor J4rons or the 
Arn\Y Air Corps; Captain Kraus, Bureau of Aerone.utica, tlavy Departments Captain 
Collins and JJr, Bones, 

Captain Collins read the statement attached hereto, marked •A•, 'Which is tbe 
same presentation WI was cade to the meeting of the airplane manufacturers 
on Wednesday, W&rch 27th. Colonel Burna at& ted that there was preaentJ$ being 
prepared in the war Department a detail or procodure which would lay do1m 
de.finitely the steps which would have to be taken concerning tho releaee of 
restricted articles. He stated that it was hoped that the procedure would 
be canpleted and approved by the War Department in the verJ near future and 
that it would be presented to the Chairman of the Liaison Committee illll11ediately 
tbereatter. The Chaircan of the Committee pointed out to Colonel Burne that 
aa soon as he received this procedure it would be subnitted to the Navy for 
approval, no mention having been made by him of such action being taken on the 
part of the War Department. 

The representatives of the engine CQnpanies seemed entirel3 satisfied with 
tb changes in policy. Ill'. Wilson of Pratt & Whitney stated that he felt that 
the changes indicated would result in expediting action on a:rJ:1 contracts to be 
made in the future with foreign powers , 

Meeting adjourned at l1125. ..... 
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I., (!enerala 

Purnant to a reqiiNt ot the .lnilo-J'reach Purcbuinc Board 
tor the rel.Mae of cert&ill eucinea and a.1rpa..., the polic7 heH
totora prCW!lptad b7 the War ~ 1fa"7 Da~te hal bean 
libare.lhed to parait the toraiF Nle ot our -t .adem dNiFI, 
eubjeot to certain COI181deratiau of vaat illportulca to the 
lfaticmal. Dafeaea. 

II. E5tracta ot Psi'' Cfl 

Tile cODeidaratiooa ~ ral.Me .. em the apaoific .pc!.ala 
and t1J)&a ot aircraft and their cc:apcmante, r&q1IHted b7 the D&J.o
Freoch Parcbuing Board, are aubetanti~ u tollofta 

~~ lfo ailltar,. aacrat u daterained '117 the War and 
lfa't'7 Dapartunte w1l,l ba diwlpd or ralaued to e;r foraiF 
purchaser· ot aillt.r7 a1rpl.anea . 

Seccada :roreiF gonrDMnte IIWit avae to turniah the J:nq 
and lfa"7 .f'u1.l. and complate iDtor-.tion oa. the ca.p.ratiTe 
.W.tebllitT, deaian, equi~nt, and ec:abat pertorMDce ot 
.&.ricen ada a1rpl.anee. 

~~ Stilml.ation of productin eapacit7 tor nn t7p&a 
and .adela ot aircrafi to inaure apprond t7p&a ot airplan .. 
tor 011r forces 1e illperatin. 

loqrtbt Ccmtracta with tha J:nq and the 8&"7 which are 
.aditied to proride tor deterred d.Unriea ..t prorida tor 
cont.iJ:raaael.y protectJ.ne the ~el'tiMilt •p1n•t interterance 
with the deliTery ot equipaent neceaa1L17 tor onr dafenae needs. 

~~ Each cue IIWit be decided i.DdiTid~ 011 ita 
aerite trc:a the point of n .. of lational. Defenae and the 
aeaurance that typaa of airplane• are delinred to the War 
and la"7 Dapartaente in the eT&Dt ot deferred delinriea of 
&D.7 airplane or ite ooaponent on contract to the ~ernaent, 
and no IUCh cODtract aball be &MD.ded axcept in the interest. 
of the ~ernaent. 

-1-
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III. Procedure for Foreim Release: 

Predicated upon the foreign sale policy , the following pro
cedure shall govern the release of aircraft and their components 
as well as other i tems of aeronautical equij:aent. 

~~ Authority to negotiate with foreign purchasers 
will be requested strictly in accordance with the preaent 
procedure. 

Seco!ld: Prior to action on such requests by the War and 
Navy Departments, the manufacturers w1.ll be required to ne
gotiate with authorized representa.tins of the lt'ar and Navy 
Departments for change orders on existing contracts aa follows: 

.!.• To provide for deferment in deliveries em 
contract airPlanes it desired. 

J!• To provide for such changes in those IIOdela of 
equi~t upon which relaaae is requested that 
will insure the t improv8c\ types of a.irplanes are 
delivered to tile Department concerned • 

.£. To prOTide for suitable guarantees which will 
a.aaure the Department concerned that there w1.ll 
be no. interference with the delivery of equipment 
necessary for our def ense neede. 

~. To provide for the changes covering improvements 
. in design, performance and installation. 

I!!.!!:!l: It the manufacturer takes advantage of foreign 
orders a.t'ter neaotiatini with the War and Navy Department 
authorized representatives on changes in contracts as hereto
fore generally outlined, then , prior to the release of the 
specification in accordance with the present procedure, the 
manufacturer shall agree to the following 1 

.!.· 

.2· 

To accept change orders on existing Viar and Navy 
Depertaent contr&cts !or the iaprovuents agreed 
upon by negotiation. 

To cause to be inserted in contracts with foreign 
purchasers conditioM t hat will f'ully protect the 
Government from any interference with the delivery 
of equip.ent for units necessary for our own de
fense needs as .ay be determined from time to time 
by the 'lrar and Nnvy Departments. 

- 2 -

... 09 

Regraded Uclassified



~· To cauae to be inserted in contracte With toreicn 
purclaaera meana tor -.uutacturera' 8Dd thdted 
Statea GoYeruaant repreaentatiTea obte1n1n& tUll 
8Dd co.pl.ete intonaation Oil cbenpa 1n 4Mit;D 
equi~t and perforunce of the~ airplana, 
baaed upcm the aperience of a ctual. ccalat or uae 
UDder aerrlce coadition by tbe "forait;D parehuer, 
all ot which intor.atioD- eball be tnDaitted to 
the Department c011cerned tor wae aa it -:r ~ 
eeaential to tbe !laticmal Defenae. 

~· Prior to release the Qonrnunt 111111t be ueured 
through contract or otherWise that neither deeicn
owned by tbe War Dewt!llent nor manufacturer-owned 
deeiana onr which tbe -..z. Department lae control, 
will be releaead for mnutacture ·or detailed 
ueeablJ abroad. 

lo&tlu Upcm releue of the detailed apec1ticat1on bT the 
De:p&raezlt CClDceruad, ~cation tor license tor export will 
be req-ted in accordance With present procedure. 

IV. ll!!pc!D!!ib111t.T for !legotiationa 

TM releaae of the itellll of aircrett equipMnt e.n4 acceaeoriN 
tor installation ClD export aircraft, such aa guna, signal apparatua, 
etc., . Will be referred to the Chiefs of tbe 1raa or Bureeua concel'lled 
by the authorised r epreeentatiTU of tbe liar Department and the kT7 
Departaent, tbroueh aue.h chenn•le u the Departaent CClDCerMd -:r 
direct. 
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Ie.terdq attei'DOOD a ••tin& _. held 1A tbe ~ Dl.'l'i~OD a\ 
which _.-e pt" .. Ont. Npt"ellentat1Tett or rCNJ'\een or t.be aizoplaDe Cllpen1oa. 

u well u reJ>N.:ntat1-.es or t.be .l1.r c~ or tho u..:r, Burea or 
.&oroaa:>.t.ies or t.ho r i!Y7, an:! 1!7'Mlr• 

Tbo pollc,- forwarded t.o • wl.\h ,our note or Karch 25\h wu cxpleS eed, 
111 tb particular reference t.o 1 ta applleat1on t.o re.trieted ar\1olee. 
In genanl., the lllllftl.!'aeturere eeeoed t.o be entirely .. u.ne4. 

Tomorrow a eim:l.lar 1110ot.1q w1ll be hold n th the eogine eanntacturere 
in \ho DOl"l'lill6 and 0011 '11'1 t b the &OOOS801'7 t'.OJII11'&ct.lirel"ll 1A the at\ernoon. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

.l.!arch 29 • 1940 

Uy deer J4r , Secretary: 

There 11 attached hereto memorandum oonoerning the meeting bald thia afternoon. 

Tha problema preaanted by the acceaaory manufacturers were not so involved aa 
those concernillf; the plana and ellj;ine people, as accessory IIWlufe.oturere aa a 
olua deal primarily with the Ollj;ine and plane manufacturers . Their one rear 
oeeaed to be that they might, in the Pent Of a diver sion of an exiatinc model, 
be left with an inventory of their particular items, Arter a diaouooion it was 
pointed out that this would appear to be highly iJDprobable inasmuch u the 
planes diverted would still r equire enginea and acoesoorieo that would have 
been used had the original Government program been gone through in ito entirety. 

All of those presont expressed appreciation at the opportunity of having had 
explained to th«n certain phases or the polioy and without any exceptions ex
preued an agret>ment to it. 

Aa was mentioned thia morning, we shall probably have to stand still a day or 
two until the administrative prooedure 1a jointly agreed to by the Anrr:f and Navy 
and put in such form as will enable all oonoerned to give the information neoes
oary to both the contractors and the foreign governments . 

Personally, I feel that the meetinga today have been conducive to much good to 
beth the Governmant and induatry and that we will, in the near future, be in a 
position to get very quick action on any requeata made by any or the foreign 
government• tor the release of any reatrictod article. 

Honorable Henry Korgenthau, Jr . 

The Secretary or the Treasury 
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TREASU RY DEPARTMENT 

PROCUREMENT DIVISION 

Of'f"tCC <:J# THC DIMCTOR WASHINGTON 

!lArch 29 , 1940 

),tlee·tl.J:~,~; wu held this o.t'ternoon e.t 2 AI t.t which were present s 

- Wright Aeronautiet.l 
• n 

- Sperry Corporation 
n Gyroscope Co. 

I . - AerCDAutict.l Chamber or Commerce 

Colline - Cht.irman, Liaison Comm, 
llt.ol.!orlt.od - (Aeting) • " 

, Bonet - Procurement Division 

Lewth•ite, G. A. 
if&ltera. B. D. 
lVt.leh, R. 

- Pioneer Inetruaent 
- Sointillt. ll.agneto 
- Hamil ton Stt.ndt.rd 

Ct.ptt.in Kraus - Bureau or Aeront.utioo 
l.!t.jor Lyons - Arm;y Air Cor ps 

"A" wae read, and the t.pplioation or tbia policy to the problema or the t.ooea
me.nure.oturere waa discussed. 

Jthel,r position, generally, is tied in ao with the airplane t.nd engine me.nufaoturere 
some of the problema which were deYeloped in the meeting on Wednesday did not 

% :ri•••· There -· a uni.f'ormity of opinion in faYor or the new policy, t.nd it -· acreed 
by all preaent. 

tact that thia new policy is addressed primarily to the proposed Anglo-Prenoh pur
was emphuhed, as was oleo the raot that the request for t he olet.rt.noe ot any 
in which they might be interested would, of neoeeeity, ha•e to be prooeeeed 

• ftl'aet>a ra 1~ely 

adjourned at 3 t 31. 
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THIRTY TMREE LIBERTY STRE:£T 

NEW YORK 

AIRMF<.lL SPECIAL DELIVERY 

"'arch 29, 1940. 

Dear Mr. Secretary: 

Pursuant to your reques t of this moming 

t hrough !.4r. Cochr an, I am enclosing a memorandum 

giving mY personal hurried r eaction to t he questions 

raised by you. You Will apprecia t e that t his memo

randum had to be prepared in the greatest burry; if 

I should have any further thoughts in the ma tter I 

shall supplement it l ater on . 

Hon . Henr y Morgenthau, Jr., 
Secret a ry of the Treasury, 
Cloist er Hotel, 
Sea Island Beach, Georgia. 

& c . 

_14 
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•free" Sterling - "Free• Starl1ng Rate ~I? 

•Free• sterl~ng is sterling dealt in in markets outside 

the British Elllpire; the largest of these is the New York foreign 

exchange market . 

The "free" sterling r ate (as distinguished from the 

"official" r ate fixed, in terms of sterling, for the United States 

dollar and certain other currencies by or on behalf or t he Br i tish 

Treasury) is the rete a t which sterling transactions a re closed in 

market s outside t he Briti sh Empire. 

Among t h e first steps t a:.too by t he British Government at 

t he outbreak of t h e war was t he establishment of official control 

over t h e fo r eign exchange mar ket . This, as is inva riably the case, 

inevitably lead to t he development of an "unofficial" ( f ree) market. 

This "unofficial" market is not a "bl ack " mar ket . It is officially 

tolerated but not , I believe, liked by t he British authoriti es. 

Transactions t her ein a re legitimate, except for residen~ and 

recogni zed. 

The "unofficial" (free) market obtains its supplies 

(1) from the sales of s t erling by pre-war non

r esident holders (except United St ates citizens r esident 

in the United Kingdom who , under special a rrangements 

were allowed to Withdraw their sterling at t h e "offici al " 

r ate) . This supply i s necessarily g r adually sloWing up, 

if not dry1ng up. 

(2) from transfer of sterl1ng asset s from resldents 

to nonres1dents. These are no• substant1a1ly r estricted 

under regulat1ons issued on January a, which subjected 

21 
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all such transfers to special license. These trans-

fers probably represent the most important source or 

supplies for t he "free" mlll'ket . They ari se in connec

tion with 

(a) imports into t he United Kingdom 
of merchandise invoiced in 
sterling . 

(b) interest payments on f oreign held 
investment s . 

( c) payment s of insur ance claims by 
nonresident s on British insur ance 
companies 

{d) payment of freight money to 
neutr als, et c . 

(3) from loopholes in t he Empire exchange control 

met hod, that is, in t he exchange control Wit hin the 

Empire outside of t he Uni t ed Kingdom. These are 

st eadily being plugged. 

Demand fo r st erling in the "unof ficial" (fr ee) markets 

develops largely from 

(l ) nonr esident s Who owe sterling debts. 

(2) in:porters from t he United Kingdom of 

merchandise invoiced in st er l i .ng . 

Advant ages and Disadvantages to t he British of "free" s t erling 

A. Advantages to the Briti sh: 

The toleration of "free " mar ket s dealing in sterling at 

the "free" r ate has enabled 

(1 ) t he Briti sb authorities to steer clear of t he 

necessi ty of blocking* for ei gn balances (as was done in 

*Effort s to block sterling asset s belo!JSin"' to nonresident s mi ght 
presumably b e very nearly hopeless bearing in mind the size of 
t he Empire and the difficulty t o extend effectiv e exchang e 
control over t he whole. Regraded Uclassified
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Germsny years ago). This, i~ is hoped in &!gland, Will 

" r edound to the international credit of London". A 

low "free" r ate may tend 1n the long run to discour age 

w1 thdrawal s of such balances . 

(2) the Briti sh e'qlo rters t o continue t he time

honored tradition of invoi cing their shipments in 

st erling . Foreign importers are t hus possibly en

courag ed to buy in t h e United Kingdom. 

~ 17 

The argument under ( 2) is no long er valid to t he ext ent 

t hat under the l atest r egula tion s effect i ve March 25, a number of 

exports :from th e United Ki .ngdom ( r epresenting, in 1936, ap;>rold.mat ely 

one-third of British st erling a rea export s to :foreign countries) to 

designat ed countri es including the United St at es must be paid 

for in st erling bought a t t he 11offi ci al 11 London rate of' 4 .03 1/2 

or i n pounds s t erling purchased at off'i cial r a tes of exchange fixed 

by or on behalf of t he British Treasury, With one of fiv e designated 

cu rrencies. It wa s t hi s r equi rement ~nicb brought on the r ecent 

sev e r e b reaA in the 11free 11 st erl ing rate. 

( o) t h e Briti sh authori t i es to reduce somewhat t he 

d emand on them for f oreign exchange by al~owing pa rt 

of it to be satisfied in 11free11 markets. Furthermore, 

a low 11free11 r a t e ha s an effect, sillli~ar to higher 

i mport aut ies in Great Bri t ain in discouraging pur-

chases by Briti sh resident s of foreign product s 

r egar ded as non- essenti als for t he dur ation of t he war. 

B. Disadvantages to the Briti sh: 

Inasmuch as it mu st be of paramount i mpo rtance t o t h e 

British au t horities fo r t h e successful conduct of t he war to t ry 
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to build up its intemational asset s in every wrq possi ble, the 

existence of a "free" market 1n a wrq r epresents a breach in the 

United Kingdom control system: sterling bought in "free" markets 

is st erling which (without a "free" ma r ket) would sooner or later 

have to be bought from the exchange control at it s official rates. 

The control t hus loses int er nati onal assets which would otherwise 

have reached t hem . But their very effort s to narrow down the 

"free" market by reducing the demand fo r :;t erling in that market 

brought on t he recent break in the rate. 

Effects of a lower 11free11 st erling rate on the Unit ed St ates . 

Prior to ~arch 25 it might have been possible for the 

British as a result of a further deprecia ted sterling to incr ease 

all of t heir export s t.o us at the expense of our own industri es. 

This possibility, however, is substantially curtailed as a result 

of the latest regulations which require prqment 1n ster ling at the 

"off icial" r ate for a number of important non-competitiv e expor ts 

from the United Ki ngdom to t his country (among others). Far from 

increasing t heir exports to us, 1n recent months England and Canada 

(and also Fr ance), as Secretary Hull pointed out on March 27, have 

substantially increased their purchases here for the first fiv e 

mont hs of the war over what they were in the corresponding mont hs 

a year ear lier: 

Our export s to Gr eat Britain rose by ~24,000,000, 

our exports to Canada by $74 , 000, 000 and our exports 

to Fr ance by $53, 000, 000 . At the same time our imports 

i ncr eased only ~5,ooo,ooo 1n the case of Great Britain, 

$40, 000,000 1n the case of Canada and ~2,000,000 1n the 
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case of Fr ance. Excess or American exports over 

imports in February seems t o have been the l argest 

in any month since 1928. 

Does the tol er ation by t he British authoriti es of a 11free" 

mar k et and t h e depr eciation or t he "free" sterling rate r epr esent 

a br each of t he Tripa rtite Arranganent? In my opinion 1t does not , 

so f ar, because t her e ar e no indications of active steps t aken by 

t he Bri t ish aut horities aiming at deliberate depreci ation of 

s t erling •to obtain an unr ea sonable competitive exchange advantag e" . 

0::~ t h e cont r a ry, t:'le l ates t step t aken , 1. e. , t h e Briti sh regula

tion s of !.larch a, 1940, r equirEI!I p~ment at the official rate for 

a number of very important expo rt s from t he United Kingdom and t hus 

deliberat ely limits t he u se of 11 rree" sterling in connection wi t h 

Brit ish overseas trade. There seems t o be no ground, t h erefore , 

at this time f or protest under the Tripartit e Ar rangement . Nor 

do I thin~ t hat any positive action should be t aken now. Th e 

hoavily i n crea sed purcha ses by t he allies her e in recent month s 

see::J to 'll!l<e it essential fo r thea if possible t o tr; to incr ease 

t heir exrort s of mer chandise or else to sell (to us) increasing ly 

la.r6e 'll:loun t s o f gold, thus making worse a gold probleo Which is 

alrea<ly a bad one. It would , of cou r se, be advisable fo r the 

becretary of t h e Tr ea sury to cont inue to be k ept post ed as to 

fUrther financial or economic steps cont empl ated in London , lOttawa 

and Paris) ~d as to the trend of our import trade in the coming 

:nonths, t o a scertain whet ner t he low r a t e for "fr ee" s t e rliQ6 is 

enablin' dritish exporters to undercut Ameri can producers in the 

domes tic market. Similarly it would seem appropriate to wat ch 
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closely the d evelopment s i n our export trade to see ll'het her t her e 

is evidence t hat Britisn competition with our indust ri es in for eign 

markets i s becoming des t ructive to our normal export trade . 
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STRICTLY CO NFIDENTIA L 
TREASURY DEPARTMENT 

"'?l '-~ 

INTER OFFICE COMMUN ICATION 

TO Secretar7 Mor£t~ntbau 

FROM Mr. Cochran 

Tho official ~ng rate for lter l int bat been f i xed at 4. 02-1/2: tho 
official lellin& rate at 4. 03-l/2 11nce January 8 , 194o. The market or 
f ree r ate for 1terl1lll; -• en !'.arch 1, 3· 92-ll/16. On ~larch 9 sn announee
•ent waa mode that certain re~tlone would become effective lt&rch 25 
which provided that free aterlln& could not after that date , except UDder 
special percit, be utiliEed for the purchaae of specified »rltilh ~Ire ex
pert co=oditiee. 7he ftee rate In New York began a decline on !'.arch 9, 
which baa accentuated 11llc:e l'.areh 25. the affective date, the lo,..lt lenl 
of 3. 44-3/4 barln& been reached en !'.arch 27. On yuterclaT. !'.arch 28 , t he 
rate leproved to 3. 61, nnd thia forenoon i t ia around 3. 58. 

The »rltilh roguletiona under reference. which were ia.ued in conjunc
tion with liailar meesure1 in »r1t1ah Ooloniu and Do,.inlona, ineu.re that 
the proceeda of British Empire exporta to the United States Pnd to certain 
other de1t l nationa of tin, rubber, jute and m&DU!actures thereof , whlakey 
Nld fura , 1hnll accrue t o the l!r i t11h Trea.ury in the form of 1pec1fied cur
renclea (bel gaa , guilders, Uetherlenda Eaat Indies guilders , Swill franca, 
Unit ed State1 dollars . ) That la, ~enta mu1t be made either in one of 
the1e c:urrenciea, or in eterling purcba1ed from the Britiah Exchange Control 
at tho official rates with one of aald ourrenciea. Thus the Brltieh Treaeury 
11 maklllf: sure of obtelnln& the for~ip exchant;e proceed& of the more ir
portant l!ritiah Empire export• of non-competitive co~odities end at the 
official rate . .Ul other exports u,y be financed in aterlin& purcl:a .. d on 
tt.e fr .. aarket . 

During the period f roa Y~ch 9 to date there baa bean wueh uncertainty 
as to the tv.ture of free sterling, and tha "OOII ible uaea and supply thereof . 
Sene holders of aterl~n&, feeling that t he reatrictiona of V.arc:h 9 algbt be 
extended t o other exports, thu1 tv.rther limitin& the uae t o which aterlin& 
could be put , hnve dumped their aterli~ and have contribut ed t o depreaa ing 
the rate t herefor. Important aales t hia week have come from f orei£n countriea, 
includ1Dt: 'bMka in Latin-America, Europa and the Far East . On the ot~r hand, 
a fairly good commerciel de~d baa developed in New York to ~baorb pert of 
the offera. Teaterde¥ the rate moved vertically upward 11 centa to 3 . 61 and 
than fluctuated err at ic:ally. There wr~• evidence that prcfeuiontll operators 
were gcin& in the market on a apeoulatiTe baala. It would appear today that 
r ate awinga are leas violent in a dia1niahed market . 

~be basic purpoaea of the British Ixcbance Contr ol Reguletiona have been 
t o conserve and to acquire foreign excban£8. The step taken on •:arch 9 waa a 
logical move, which may conceivably be followed by the incluaioD of other coa
eod! tiu UDder the aa<:e regule ti on.a . 
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There baa been a campaign in England toward foetering exporte. Certain 
Government leader• have empbaai zed the neceas ity tor exporta in phr&aea vbich 
have been picked up by the American preao aa i ndicating that the tree eterllng 
rate 11 being purpose!¥ depreciated to achien 8ll expaneion of :Britieh exports, 
which might amount to dumping. As the regulation• nov atand, :Britilh manutac
tured goods can be purchaaed with tree aterliJlC. Theae exporta are highl7 
competitive and coata thereof are neceaaaril7 rising aa :Britiah labor ia mobi
lized, ocean freight re.tes and ineu.rance go up , etc. The object of the :Brithh 
atimulation of exports ia to obtain foreign e~hange, particularl7 to be used 
in purchasing war materiala. A beginning hao nov been made in requiring forei gn 
excho.nge or official rate aterllng in ~ent tor the Empire ' • 110st important 
cot~~~~oditiea . It eeema reaaonable that the policy would be to enlarge the 
number of auoh article& pr oducing the deaired foreign exchange, rather than to leak 
a draat1cdepreciation of sterlint; e1mply to get rid of manufacture• in return 
for t his debased domestic currency, 

There have been ve.rioue articles in the preaa this week in rep.rd to Ameri
can official concern over the decline of free eterling, with the auggeation 
t hat the Department of Stat e might proteot on the bali a of our trade pact vi th 
Great :Britain, or that the Treaaury Department might find cause for action 
under the Tripartite .Agreement. Wbile the •tepa taken by tho llrltioh have re
sulted in a depreciation of tree sterl i ng, it remains to be seen whether any 
• unreasonable competitive e~hange advantage• may be acquired. I am eo far of 
the opinion t hat with Great :Britain at war, facing the ohipp i ng and auppl7 dif
ficulties that aha doea, our trade ia not going to ~fer, nt least in the 
p resent and i mmediate circumstances, from thia decline in the free rate. Con
sequently, I feel that there is no reason for ua to take any action under the 
Tr ipartite Agreement . 

The State Departme.nt 1e naturally concornad, eapeclnll;v cone1der 1ng their 
trade agreement with Great :Britain, and having the t ask of oat1afy1ng Congrua 
that the present ayatem of trade agreements should be continued, I have talked 
with Mr. L1veaoy r ecently on thia subject. He ha.a todaY provided me with the (0.. J 
following draft of a cablegram which t he Department of State pr opoan to oend ~-
t o London aeeking informati on which will be of i nterest to all of ua: ~· 

"To: American Embaaay, London ,.__ r:.,.....,.._. 

Tour 76i, March 28. 

For t he information of thia Department your comment 
on t he following ia requested: 

...,.___ "' 

(1) The Departcent baa receiv8d conflicting informa
tion from competent aourcee that (a) S~ of our i .mporta frpa 
England hllve been aettled in tree aterlinc and (b) saf, have 
been aett led at the official rate. 

(2) In viev of the continued diocount on free oterling 
aince t he beginning of exchange control it ia difficult to 
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understiUIL\ v~ a large part of our i!llporta should bo pai d 
!or i n doll~r• or aterliug acquired a t tho offi cial rate . 

(3) It ba.a been 8"8gested to the Depart ment that 
prior to the order of YAreh 9 (:your 594 of that date) 
llrithh banlcs vera voluntari}¥ diecourapug the invoicinc 
of export• !roe En&J.and in sterllnc and eneo~nc their 
invoiciDC in dollare . 

I f (3) ie correct, do you expect the continuance of 
the practlceT" 

I sm attachlDC a copy of Cabl egram No. 763 under reference . Pendlug a 
reply from London, I believe ve ahould do nothinc other than watch tho eituntion. 

I have aalced !o!r . ltnoke alae tc eend :you a memoriUIL!.Uill, by a.lr """11 tod&:y. 
I am appending a copy of a meao received from him thla acrniDC on thh eubJect . 

There are attached hereto my dally reportl prepared since :rour departure, 
to cive you exaet ficur••· ~te a bit of documentation haa Juet coae in frca 
:Butterworth. I eh&ll not eend :rou the full aaterial unleaa you Da7 request it. 
I pres-e you have r ead the artlclee in th.e liev York 'l'i11ee and the Wall Street 
Journal of toda:y vhich deal vith the fall in ahrllng. 'l'he Nev York Times very 
properl:y points out tho extent to vhich our oxport e to Great :Britain have in
oreased, as compared vitb our imports from Grant :Britain. 
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:PARAPBRJ.SE OF TELEGRAM RECEIVED 

I'ROK: .Amerioan Embaes:r, London 

NO.: &88 

DATE: Maroh 7, 1940. 

The Britieh Government ' s determination to atop all 

classes ot German exports ot whatever destination is 

reflected, undoubtedl;r with ottioial inspiration, in 

the articles appearing in t hie morning' e papere, written 

by diplomatic correspondents, whioh diseuse British 

seizure ot shipments ot German coal enroute to Italy. 

I vas confidentially informed by the Foreign Ottioe 

that the breakdown in the trade negotiatione between 

t he British and the Italians which immediately preceded 

t he announcement by t he British ot their intention to 

stop exports ot coal trom German:r to Ital;r came at a 

time when it appeared that an agreement would be reached; 

I was intormed that the breakdown vas the reeul t ot 

direct personal intervention on the part ot Mussolin1 

and that he oalled the whole thing ott suddenly. 

I vas told by a responsible ott1o1al ot the Foreign 

Ott1ce that they are not certain what caused Mussolin1 

to break ott negotiation•: he said it might haTe been 

the reiiUl.t ot preuure b;r German,-, but the;r had no 

reliable 
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reliable evidence to that etteot. It wae poi nted out by 

t he ottioial that the Italians oould not poeeibly have 

been eurprieed at the deoiaion subsequently taken by t he 

British to etop German ooal exports trom reaching Italy 

beoauee they had been given notice two months previously, 

and t rom the British point ot view, they had been enjoy

ing a epeoial tavor for that period. Tne ottioial said 

t hat Britain oould no l onger continue to give more favor

able treatment in th1e reepeot to Italy than it wae g1 ving 

to other neutrals. It ie oaretully poi nted out in preee 

comment that the order to atop German coal eh1pmente 

destined tor Italy ie in no eenee to be considered a 

measure directed particularly against I taly but rather 

ae the application or the general rule, from wh1oh up 

until now Italy hae been enjoying an exemption. The 

Anglo- Italian trade ei tuation 1e being r erteved and an 

answer t o Italy 1 e protest ie being prepared. 

J OHNSON 

EA:EB 
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HSW 

SEcrEtary of StatE, 

Washing ton . 

129 , March 29 , 1 p . m, 

GRAY 

Ri o de Jan t i ro 

DatEd March 29 , 1940 

REc 1d 1 :03 p . m. 

Tht CORHEIO DA t.!ANHA today ftaturtd a United Press 

despatch from !itw York stating that thE 9ank of Brazi l 

has suspEndEd opErations in stErling as a dirEct rEsult 

of prEssurE of tht British GovErnment to block stErling 

for thE purchast of Bri tish p r oducts . This statEmEnt 

is unfoundEd , 

1"/hat actually happened was that to protEct its 

position a gainst thE fluctuation in sterling, thE Bank 

of Brazil announced on March 28 that it would not buy 

sttrling at thE opm mark£ t rates . HowevEr , thE Bank 

continuEs t o purchase stErling at i ts own ratES a.nd to 

SEll stErling on th£ basie of thE c r oss r o.tE with thE 

dollar , 

This ruli ng doEs not affEct othEr banks m1ich 

continuE to buy and sEll stErling. 

Inform CommErcE , 

CAFFERY 

CSB 
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HS.M 

SEcrEtary of StatE, 

Washington, 

779, :.larch 29. 

PLAI!I 

London 

DatEd March 29, 1940 

REc 1d 2 :05 p , m, 

FOR TREASURY FRO.l BUTTERI'IQlTH , 

1 . ThE rElaxation of thE rEstrictions on voluntary 

liquidation of British owned Canadian s:curit1ES rEfErrEd 

to in paragraph nunbErEd 1 of my 742 , :I:.:·ch 26 , is 

o.nnounc Ed in tr.E prEss today. Indi viduc.l pErr.ll ts art 

l1mi tEd tc onE month. 

2 . Er~r~t Btvin, thE Gtntral SEcretary of tht 

Doni!'lant Tran~port and Gtntral Vlorktrs Union who is ont 

of tt .. t two most important British tradE union ltadtrs , 

pub:lcly ~riticizEd KtynEs 1 compulsory sav1:1gs plan , 

thus to a substantial txtrnt committing organizEd labor 

ago. i ns t it . AftEr Emphasizing orgt>ni zEd labor 1 s coopEra

tion in thE war Effort through pErmitting dilution in 

skill£ d crafts and thE 1ntroduc tion of thE tmploymtn t 

of womm , Et ctttra, hE atatEd : "WE havE thE proof t'l~i. 

all our fintly balanctd nEgotiating machinEry is staro;·,~ 

thE tEst of wartimE conditions . Thrn WE gEt profESGO<'S 

without 
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hsm - 2- ~io . 779, !.larch 29 , from London 

w1 thout ExpEriEncE or understanding of thE rEactions 

likEly to b E produced by their advicE seEking to promotE 

fancy schemes , Their scl'>£mts art likEly to jolt the 

industri al machin e , tndangtr production and result in 

serious disturbances and strikes at a most critical 

tnornrn t , " 

3 . Th~ Bri tish Treasury s ta trs that the announc td 

issuance of a nEw typE of one pound and tEn shilli ng 

Bank of England notes was planned bEforE the war and 

has not btt n i mmediatEly occasioned by reports of GErman 

countcrfti ting of thE old notes . Hov•EvF::o , I ga thrr that 

this issuance was planned as part of the British financial 

measurEs to bE takEn i n thE EvEnt of war and therefor£ 

it is to b£ assumed that in due coursE tLE old notes 

~~11 bt callEd in . Through loss and dEstruction this 

will no doubt product a substantial profit which will 

accrue to the ExchEquer and inasmuch as there werE 

considErablE prE-war hoardings of ~ound notEs even in 

FrancE it will product intEresting de- hoarding. 

KENNEDY 

CSB 
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TREASURY DEPART MENT 

WASHINGTON 

lluob 29 , 1&40 . 

REP<IIT FOR SECRE1'ARY KORGEIITBAU 1 

In rege.rd to clo&in& e.greemont a under the Vinson- TrUllllell 
Aot , the develo~nta dur1ng the weel: were aa follows: 

On U:e.roh 26, 19.0, t.D lml"eported oontereDCe of Bureau per sonnel 
waa held . In the afternoon a letter tr0111 the !Ia~ Depe.rtmeut dat~ 
lle.roh 23, 19f0, • s r eoeivec! , malcint further oertiti oe.tion. 

llr. Frey gang is expected to r eturn on ll.onclo,y, April 1, 19.0, 
tor further conterenoos . 
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(Cnpr ~ aeaorandwo 'banded 'b7 llr. Ople 
ot tbe :Brlihb lll'bau7 to llr. Cochran 
ot the 'l'r•IUJ'7 Departeent. at 6115 ~ 
p.m. ll&rcb 30, l91lo and expWned 'b;y --c;>• c::;;;:;;). 
Wr. Ople ae conet1tut1n, a aeaeage from ~ 
tbe Chancellor of tbe lxabequer to the , 
Secretar;y of the Treaaur;y) 

c ~' ~ ....... -·-
(.,:. - 1-
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The rollowinc 1a the aubatance or a talearaa 

Covornmant on the reasons t or, and the algn1tlcanoe 

ot, the t all in the dollor/eterllnc rete in the traa 

aerket in New York, and on the orltioiam which t ha t 

tall baa invoked. 

The only practicable correctives t hat could 

ba undertaken t o p revent the tall 1n the rete a ra : -

{i ) Direct intarvention in support or the 

rete , thua proYidinc an o rticial de!and 

ror sterling on which the aarkat oould 

rely , and 

(ii) meaeura1 dali&nad t o limit the supply ot 

s tarling by immcbili1ing s terling held 

by nautrela. 

1.ot1on or the ri r1t lt1n4 wO\Ild be to 11Ye awsy with 

our lott hand reserve• or roralsn exchange which we 

are t rying t o con1erve with our right. The second 

course would not only p reJudice the tnternet.ional 

atatue or sterling aa a ourrancy, but it would alao 

aariouely penali~a wlllinc boldar e or starling ror 

the sake or pravent1ns a w1th4re~al or balance• now 

in roraign banda. 

'I'hara is no alp at praaant ot anr uu witb

drewale, and the voluaa ot 1alaa in the tree aerkat 

accounts t or only a ... 11 tract ion ot t he t otal 

tranaact lona in atarlinc. The tell ln aterlina 

1a =alnly due t o our recent eaaauraa ot export control 
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which have the ettect or reducing the demand t or 

tree eterllns end ot lncreaalns the p roportion or 

our exporta ~blob can be uaed to pay tor lmporta. 

The attect ot lowering the rete la natural and ••• 

e:rpeoted; what we have done ie to etrengthen our 

ezohange contr ol, and it would bee travesty t o 

aay that by eo doins we are deliberately dapreoiat-

1ng our currency. 011 tile contrary, waeloleaa in 

aterling due t o the erratic .. rket abroad ia the 

natural corollary ot an ettic1ent control over 

exchange tranaaotiona , and it ~uat be expected that 

deapite the attacta upon the rate tor tree etarllng 

we shell continua to atrensthen and extend our 

control in this end other waya . 

Criticiam which eaaerte that tho tall in 

t he rata i a damagins t o our preatige is due to the 

failure t o appreciate that the zar ket and t he rate 

ere do•inatad by the otticiel trenaectiona, end that 

the tree market• deal only with e saell overflow 

wllich we are concerned to diminish but not to ••nage. 

The relative unimportance ot the movement• in the 

rrae sterling rate la demonstrated by the advance ct 

the quotati on tro. tbe low poi nt ot 3.44 t o 3.60 

wl>Ua this telegram ••• be in& drafted. The thinner 

the merket the larger the tluotuationa ero likely to 

be. 

30th lla roh 1940. 
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Cl' R E WASH: 

American 
Airplanes 

lly Mark Sullivan 

Tile Allie• To Gel Them 
IN WASJUNGTON Jut W(d• 

ntld•J Otturred u tVfllt •·bld~o 
prope_rl.)' ~een. ta ao owta.ncll.ni: 
lanclmatl of Ola war tn &a:rope. 
ft •-u lba ditdDoD b7 our GoY· 
CI111D«tlt 10 IKUil.lte Nlef of alr• 
pl.aoet .. &.be Alii... 'nih adlOo 
lJ CND.panttlt Ia .._pitaocc to 
U.. _, tm.portl;at peaq; tMt 
han tUu plac:e wi~ the 
tbMt•t' of U. ..., ilHlt. For 
U.a AIU•. It lt ao evutt !nor
ab!t lo 1bt b1Jhat d~cree. 

ror m. VnJted S1.11cs.. this t.tcp 

lt Ul.t tnd ot • tone tOld.. unnccqoo 
lolril.7 IOthlOUJ. h •tatted in 
J1n1.1tt,1, 1831-a )'tar and 3 
month, 110. tnd 1 monl.hs be:· 
IM<t tht war bel•"· H uaned 
whtn 1 plt.nt.. ll'l a te•' lll&bl l.n 
California, eomlna down b7 ac• 
cldent. • ••• dt.eovered to b•vc 
b.ld • rrcncb •rm7 omet:r .. . 
PAJtcnatr. Dtvelopmtnl$ 416-
dOMd \bat Lhe French otlkn was 
an lntptd.Or and that the French 
t ovtmmtnt and at.o the BritiJh 
hid ord~red planu fr'Oftl Amui
uo manuf~.cevr.n.. Jt wu Au-· 
Wr &eamtd lh.at &ht ord~n bad 
'DHfl t:MOW"lJifd u4 taeUit&.ted 
lt.t Pn!Qdut JlOOM'f'cll 

At Ollft' &toM commoboD. la 
lha pC'ft.j and lG COAJ.reM. AI· 
thoul.ll DO laofttal quadoo of 
M\llraiJtT wu lnw<OIY"ed,. •·· 
lllou•tt taler~ "''' no war 1t t.'ltt 
ti!'M It ••• INde &o appur al· 
MOlt •• i .t Mr Roortwlt hid dowMt 
.omttblt'l& 4tlrlm•.nt.a! to Amt>r• 
lt'l 'a l.ntettiL He felt obliiod tq 
ddf'nd hi ~Nell In tWO> pr"• con .. 
ff'tt l'lctJ tnod to a l touP o:t Con· 
Jrtumtf'l whom bt Invited to U!:e 
While Hou~e. What he 11ld to 
COI\&rt~r~mtn In eonftdt.nc:'f found 
l" WI.)', tn poulbl7 lnu•et form. 
Into lhe ntWitJ.IPtB. nllt Jed to 
a further •~.1m ot eomtnoUon. ... 

MR. ftOOSCVILT P\lt tlla Jw.th 
c:auon 1M.lnl7 • \bt l tound ttl•\ 
Ml1U Of pltMI lb,..d b7 priYi t. 
INinulilcWrtra P\1 tmplO)'rn~nt 
to American worllctn: th11 U aave 
tr»inln.r to our wotklrt 1nd IIC• 
tori,., ror makllll P'-n.t~ tor our 
own m1lhar7 eQulpmt:n\o wh•n· 
ever we ml.aJu netd thtm. Th~re 
were per110n1 w~ felt U11t ~lr. 
RooNVtl\'t h11UftcaUon Wt.t even 
ttmnar-r. 'l'hiA toh,unn Nkl, Jan• 
1.u1ry 21, Jfl3t: "'A tltady and l.,tfl 
JUPiliY of •lrpl•n" m~e In our 
t•clori~ and 10ld to Ena1anel , , , 
., , under pn.tornl rontiiUoN. lhe 
bHt pr.perHntN we can pnc• .... 

Durint the 14 ft'IOIIU~t, ln\tnot:n· 
ID,J. the aale til ~l&l'lf'l to lht AI· 
llet hilt ~ bfoM1 wilt! "*'PJdon 
in Coftanoaa. tmptd.ed b7 d.iM.IH<eo 
tMnt betwem Oowmmtnl ck
J11:11111ftlt&. J"tMllJ', lhlf WMk. WI 
.A.tThoed It ~ ,.,. a dd.r 
~ AU &be GoYfTllftMIIt d .... 
~rt\6 at"~. "'' llill\aty Af· 
taln c-mlta.. ot lmllA! tJ'Id 
Howt •PMCL ftt Cldet ot Staft 
ot UM AJm7, O.D. 0.. .. C. Mar• 
WlL Utfecl U: "1 wou.ld be d .. plt 
dituarbM if .,. didn'\ do h: J 
COMidu It ot wttal limpoNIIft tor 
no~tlonaJ dtltnH ... 

rrom now on we 1tt 10 lat lht 
Allie. bu)' an \ht alrpl•nu the)' 
wJtb. Wt lb furt.her. ln order to 
rive tha Alllt 1 tltl)' dtllvttle-. 
we will I t~ them hiVO •lrpllnN 
thll wert ordtrtd tor our own 
forces. Ttlit lA upon the .ound 
theory th1l lht m.lklnt of thue 
pl1ne. will ltld to lmprovt m-onla 
in the onu we 'Will ret l•tcr and 
lhal lh quantity proctueUon thu• 
ad\)C\'C'd wllltlvt u• mort planu 
In lhorter I me ll lowrr toft 

In bril"f, the A11161 .. ,. t.o l'lne 
pnrtkaUy unhmJ\.od ~ 10 all 
AmrrM":a·a piiM•m&kll\l fec:llitin. 
1"beee ttc:Uiue. IN tr'ML 1"be7 
U\'f: r~ fro. a toW wtpul of 
1..10 tn ,... to • Pf'btnt ~ .. 
PKI\7 ot l..$0t a Mon\L B.t Jvl,t 
1 our «PM'Il.J' .. ell.'pKtcod to be 
U oct pll.rws a IDOftlh, lAter, UC10 
a mont.IIL Ttlfte phna tor lh• 
Alhc. ·~ ...,.. ltttttary of 
War Woodrina-•or l.J'Sia •vptrlor 
co 1n7 olh•r• tn Ult world... Tbtt 
t.. fn addition 10 tht Allie:•' own 
tarce UJ)ICI\7, 

FOR TH£ ALLIE$ th~a ~\d. 
J:n:UQ tuPftiorl\)' ~ the lit, ll 
:tOrct rtb<lftabb' nur Ow.. 'J'Ne. 
Gt:rmatl.y un m.alr:e mtll7 pl.tnt~tr,. 
and pra:um.abt1 will hlvt RWIJ&n 
t80urce. and •he m.IJ bu1 from 
Ital)'. CShe bu the prlvf!tl t of 
bu.1in1 from an,t neutnl, lnclu.cl· 
In,; ounelo;c:a. It lht hid ~11)1 t.o 
c.,T)' Olem home.) 

Row m11ny pl.llnu Gertnlln)' ean 
m•kt or &tt muat be an nlimlt .. 
And how areat 1 prtpondernl\ta 
1." nwnbtr the AIUt.J mun hav• 
Jn ord~r to aebJeve tuJ)C'rlorit.t Jn 
\h~ alt If for upe:ru 10 61!)'. 
But It t«mt dearly P1'6b1bit 
lhll the aetu~ of the AlUoH &o our 
faetoriet. Ofhou14 ch·e them. In dut 
Ume. domi~ancr lA tba 1ir. 'J'be)' 
aln:ady ~YI domJNM-t 011 tbt 
.a. On Jed. \hdr mnita.t7 
~ It or C$.1:1 M IIUde ~ 
to lhlt of Gama.ny. 

1be' olher tanon or \be ••• ,._. 
JIO'Ii.lkc. lUI!lb!.&. OIIPOI'NN U' for 
llf'l1f:l7o tb~ p(llll'biJJ~ of o&bn 
CIOWit.nQ takln.l pan oe tttber 
~all thll lf for cht hUUN 10 
~n.J. atld for axpert.t 1o H.ll• 
rr.1te. But h IHftlt tt.MWa 10 
...,. c!lat ~ 1t.p llktn by U\t 
United Stlttt lhh WHit l1 a IIWI• 
Jor ~t favortna lbf: AUJ-. It 
comK ll a tlma of Alllad nHd. 
Tht flU ol Fh'llll'ld two Wttkl 
I.CO wu a blow to lht eonMtnct 
ot lha world in Allied victOr)', a 
confidence bav!tll aetua• rnllltlr)' 
Importance In tfie cut of 8&1· 
kan natJons a.nd other neutralL 

Whtl we did thi• wttk IUU.I• 
tratn an ldu wldel1 btld •lJ.out 
Ameriea'a r-ela!Jon to tbt war, 
Jt IJ, tb11 wbtnt\•t.r and it tht 
Alllet IHm ll'l dltl&f:f' of kwll\l. 
A.Jneriean .entlme.nt would lead 
ua to help lhem b'J mtlhocl.t •l· w..,.. short of tor!Ual panklpatiol'l 
In the war. Wllat wt wru Mwr 
do wu put io words bJ Jolr. ltoofe· 
,~It fn hk addrtu 10 Oon.rrna 
lui Ja.Duur. 11M Unh.ed Stltf:t 
wiD not become inwolved 1ft mlU• 
....,. ~tiOa ltt t.bt ... t .•• 
IW'I' J will M"""'r •Pin COGNnt to 
tbe ~ ct A.mtl'k":n 70tllil 
t.o eatn oe tbt' toil of lturoPL • 
Tb•t it the ect lh1n.c tbt JetmJ 
cooehdivel7 and permaMn ur 
lYrr.d b7 A!Mricu poUe1 1111d 
AmotrieaA oplluoD.. • 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

lo'arch &>, 1940 

1 'Y door rr. Secretary: 

Thoro i s attached hereto copy of a ....,norAnCium 'llbieh I will present to 
1'1onoral f at son at such time as I can see hil!l today . So far he haa been 
en~>a~ed with the President and has not boon available althou&}l I have 
,.ade severoJ. atte:-pts to reach hi.J!I. 

There is also enclosed the cUpping of ark SulUvan•s colurol in this 
ll'<lrnin" ' s Post, as .. .,u as a cow of the script of Fill ton Lewis ' s tall
over liOL the nif'ht before last. 

Thoro i a i\Jrthor enclosed memorandum concerning the toluol situation 
w\1j ch is self-exple.natory. 

v:i th kindes t peroonal r egards' 

Sincorol~ your:o, 

ones. 

- 34 
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J. -~u.-.. bU.d uu. mrn1.nj,; w:l.th ~ "llft-t.u ...... or u. a1rplaM 
tmei• •m•tMt;a.nn 8lld w.a ~ wUh "llft8eDtdi"'" ~ tbe cnaUoa 
acooa_.,- -.tactunn. /.~ both or ~l:leM -\.i.qa re;reaent.Una or tbe 
AntT Ur Corpa aDd tbe Bru'NII or ~tica or t.ba ...,. ..,.. preNDt. • 

.Aa at t.be -t1»& -.:1.\h the plane -r.at.urere em t;edne~, tha appllcaUcm 
ot t.hl an poU cy Et r tbe releuo or reat.rioted it.Gw ._. oxpl•"*' an4 •t 
with t.hl pneral 6-PJAOtal or tboao preMnt at both -t~•· .r.t. t.be IIIOl'II1JII 
-ur~~ Colonel DQ.ru, llde to Uaiataat Soaret.arT or War .soo-, atat.ad 
that t he 1Tar Dl~nt 1• world.nc on an adlld.niatratiw snautlllre 'llb1ab will 
detail tha •t.bo<.! to be 1'ollowd in obt.a1 m n;: the rela..,. ot a re~ 
item. .U. t.hia ...,t.iJ!g 1 ~Colonel !IW'IIa that a1Ch a~ w:l.ll, 
ot eCNree, be aut.1tw::1 to the r..,. Eor appa oval iv••dt aa the .,.... poU.O)" 
reeent}S III'IDIIIlnced is a.pplie&blc to the acno.:rment u a 'llbDle aDd DOt to 
~ one particular depart.ant or it. It b expectod U.t tbia plllltlllre 
will be read7 tor dUcan1oa u. aar}S put or oext -k. 

.tt boUt -u..· tbe repre•ntatin• or i.ndaat.r)' at.t.enrSent upnaaecl thelz 
appredaUon or~ had expla1!WI to u.a U. an poll.O)". 
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!W)IO COI.BIE!l'l'ATION BY ruL'l'ON 18'1iiS1 WOL WASIIING'l'ON, TIDJRSDU lliCllrr 1 
llARCII 28, 1940 

23b 

Now, this timll last night it looked as though the controversy about llhether 111!1 should 
roloase the latest models of our army and navy fighting planes for sale to the Allies 
was finally settled. The anner was yea, and Secretery of TTar Woodring told Congress 
;rosterday that that is the official policy of the War Dopartoent. 

~t I learn8d this a.t'tornoon thnt behind tbe scenes the picture is far trom settled. 
In i'aet, for your information, certain things are brewing that ~ develop later into 
a mnjor national issue. 

As you know, tho Brltisb and the French gove~nts both have pll"<:ha.sing coanissiona 
bore 1n the United States to buy wbatever materials those countries needed, and thus 
far 1 of course 1 tho chief 1 tema they want are fighting planes. InaSllllch as France and 
Great Britain are allies in the European war you might suppose that the two pu-chasing 
commissions would cooperate - they would work in close combination - but the truth is 
that there has been serious friction between them in the past - almost bitter friction 
at timlls - and there etill IS friction. 

The trouble began llhen "the two coard.ssions first arrived here in the Uai"ted States. 
t that time tho Freneh thought they should 110rk together, in full cooperation, so as 

not interfere with each other, but the Briti sh failed to do so. The British went 
out i ndependently and signed up several of tho largest airplane factories for large 
contracts. They also placed large orders for mtors, and that is parti cularly il:lpo~ 
tant because the airplane e ngi ne industry is the bottleneck of aviation production 
you know. The planes can be produced only as fast as engines are availAble . 

The not result '11811 that 'llben tho French began trying to place orders they found that 
tho largest and most desirable plane manufacturers were loaded up to capacity with 
~r:loJ.sn orders, and the French had to stand by and wait . The French Commission resorted 
to a bit of etratettY at that point. When the Pritish beSan negotiating with one of 
the other smaller airplane factories the French Commssion iJirlediate~ tiB.de a bid to 
tint Slli>B c<>apa.ey tor the same rumber of planes at tho a-..e price, the pu-pose, of 
course, being to tie up tbe British order and force the British to cooperate 1n the 

and that plan was effective because recently the British Commissi on did come 
'ar•ourld and DID asree to cooperate - at least in the matter of WHERE tho orders arc 
to be placed. 

there still 1e eerious Motion because the French '118llt to go ahead and buy planes 
imnediately 'lihUe the Brltish are hold1J18 off - and therein lies the real point of the 
story. There are some gen-tleman here in Washington 1lho are not going to like 11\Y tell-
ing this, but I think you' re entitled to knew it. If they' re going to be displeased, they•ll just have tc be displeased. 

The reason the Sritish are holding up on their orders, is that they want to buy these nomt.'L"" planes on so-ealled •easy tenas• . They want credit, in other words, instead 
paying cub. 
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ot course is strictly forbidden under the Cuh and Carr;r neutrality law that was 
by Congress last tell, 1n that law Congress definitely struck out ell provi
!or credit ot aJV kind - the policy was to be Cash and Carry. 

OPiiXlnen~;a of the bill argued at that til!le tha~ before the T.':l.1' was a year old an 
la~t>el!IIPt. 110uld be made to change the law 1n order to sell goods to the -nrr:l.ng nations 

credit. And a.a a matter ot tact, belnnd the scenes that 1a exactly what the British 
a.aking tor at the preaent t:lllle . The Br1 tieh Comiseion baa told at least one •• 
ot the President's cabinet that unless they can get these planes on credit, they 

eannot buy - because they can 1m attord to epare the caab. They han told the !'rench 
oomou•'n<m that the caah and carr;r law can be .,.nded by Congress within !50 days - to 
n r:u.u out that caab requiremont. I cannot s~q whether they claim to han bean told 

by the Cabinet officer, but that ' s tho argument the;r are using with the French 
Pul'Ch&allng Commission tor not placing these orders at the present t:lllle. 

be on the lookout tor proposals to change the cash and carry law in the near future -
Briti~h a1. lea~t sro oxpocting that change to come and are operati ng on that basis. 
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TREAS URY DEPARTMENT 
PROCUREMENT DIVISION 

QlftffCC Of' THI! OIIWCTOR 
WASHINGTON 

J.larcb 30, 1940 

l!r . Green of the State Departnent called mo this morning concerrd..l18 the toluol 
situation. 

Ito stated that their analysis had indicated that there had been exported to 
Japan in the oonth of Jat111ary 967,632 pounda of toluol, valued at $56, 000, and 
in February ll0, 220 pounds, valued at ~6,900; that so far no exports had been 
r.ade to Japan durine" tho aonth of J.larch. 

).:r . Green was &5l<ed aa to whether similar intomation is available concerrd..ng 
lluaeia , and he said that he would mako an ef!ort to get i.t. 

lie stated further that ho had talked with Secretary Hull and that the Secretary 
did not feel that any moral embBl'flO could at this time be placed on toluol; that 
they bed no legal authority for embargoing items of this type and that it was 
feared that if the moral embargo procedure were carried too far it might result 
in !1011!0 oost adve1·so criticism in Congress , 

' 'r, Green also stated that there had already been Nll!blir,gs of certain members 
ot Congress concorn:lng 'Clction that had been taken with reference to other itel!!B, 
and the Secretary did not teal that, i.naSillUch as the quantities and ar.lOWlts of 
::>Onies concerned showed dctini te decreases, this matter should be pur81lad any 
further . 
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'lh• anere lleoline of tree Mrnt ClQO\etiOIUI of \he powul ater~ aa4 \he hench frNIC ~h• qouatiou aa to th• atetu of ne triparUh ~-nt ooDc1'Gde4 ill 1936 'between Clreat :BrHai.n, J'r&Dce aD1i the 111liie4 ~atee, 

Ullder that aue-nt, the three cont~UJIC pYII'DMnh agH4 to aYoi4 aa tar u t•d'ble 'QIIdu nuctuaUou ill the quciaUou of their ourreDCiea. fila ••owed Jllll'PO•• of thia acr•eaant -· to preYeD\ 41etur'baaoe to tonip tra@ due to wide Ql'aUone 1D thl foreip emMnp Mrbt, 

111 eo tar •• thh o'bJecUYe of protecUJIC tordp trade troa 41eturbaDc• h coDCerued, the ebarp 4eo11De in \he tree eterliDC and true rat .. CaDDot be rep.rde4 aa a •iolaUon of \he agHaent. !be bv.l.lr: of the tores.ca t~ of Great :Brlt&iJI and J'r&Dce with \he thdted States h paid for at ott1c.ial rates o! exchange, oD17 a ~1 traction ot the co...,.rce 'betWien tbeae CO'Illltriee be111£ paid tor at the aarket ratee. 'lbe wartiae !aport reetrictione t.poee4 b7 the J.lliea, in tact, h&Ye had a Yeey INCh ~ter effect ~~~ our trade with thea than haYI tbe fiuctuationa 111 foreip IXCh•Dge quotatiODe, 

Jurtheraore, the eubatantial internal ccamo41t7 price riae within Great :Britain aD.d J'r&Dce ottaeh to a conaiderabl• extent the deoU~ 111 the frM aarket ratea tor their curreDCiea 111 atteeUng tbe report ot goode that caa atill be eol4 for tree exchaJite. Wltb auch higher pricee, the loWir tree aterl1ng rate h ct 11111ted help to :Brltiab uportera 111 etren.:thu.ing their compeUUn polition 111 foreign -.rlcah. B1cb ablppiJIC coah aDd 111eYHa'ble 41lheey dala7e haYe a ei•llar m..pering effect • 

.Le long •• Great :Britain and J'rance condll.ct the bl1l.lt of tbeir toreiga trade 111 terae of etable official exchange ratea, wide tl'QCtuaUona in tbe open -.rket ratea tor their CUJTIIJICita do not constitute a YiolaUon of the cpirit of the tripartite 110netaey agreement in ~ practical aeue, 
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Secretory of State , 

Washington . 

778, March 30, 1 p . m. 

GRAY 

Berlin 

DatEd March 30, 1940 

Rec 'd 11:33 p . m. 

My No . 639 , March 13 , 6 p . m. 

TREASURY FROM HEATH . 

Net borrowing of thE Reich which had fa llEn from 

a total of 2, 483 million marks during thE montn of 

OctobEr to 2,030 million marks in NovEmbEr again 

dEclinEd to a total of 1,761 mi llion mar ks dur i ng 

December according to a statEmEnt published today by 

thE Finance ~inistry . ThE fundEd debt increasEd 383 

million marks during thE month and the floating dEbt 

rosE 1 , 539 million marks but thEs E incrEasEs wErE partly • 
offsEt by thE retirEmEnt of 161 million marks of tax 

cErtificatEs . 

As in prEcEding months thE principal mEthod of 

s hort- term borrowing was through thE issuanc e of TrEasury 

bills and certificatEs n Et salEs of which during DEcEmbEr 

totalEd 1, 053 million marks but direct borrowing of thE 

Governmen t from thE REichsbank was also i mportant, i ts 

operating 
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ham - 2 - No . 778, ~arch 30, l p . m., !'rom Berlin 

operating credit with thE institution reaching a record 

high of 785 million marks on DEcEmbEr 31 (having i ncreased 

by 486 million marks !'rom November 30 to DEcEmbEr (*)) . 

ThE previous month-End rEcord of di rEct GovernmEnt borrow

ing !'rom thE Rcichsbank was on August 31 whEn thE operating 

credit stood at 680 million marks , 

ThE declinE 1n the rate of GovernmEnt borrowing 

during DecembEr was probably due to the hEavy tax pay

ments made during thE month sincE thErE was no indi~a tion 

of any decrEase in Government spending at that t itJ:E . 

Disclosed borrowing of the Reich (which docs not include 

pr ocE Eds of the issuance of army promissory nctcs , ct 

cetera) totalEd 8 , 518 million marks for the first four 

months of the war or a monthly avErage of some 1!, 130 

million marks an amount roughly Equal to thE monthly 

aver age of cEntral g ovcmc:Ent tax collccticns during 

the pE riod. Tht total disclosed dEbt of the Government 

on DECEt::bEr 31 was 45, 881 mi llion marks , 

Foregoing is also for information of thE Department. 

KIRK 

RR 

(*) apparent omission 
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SECr Etary of St a tE 

Was21ington 

412 , ~.larch 30 , l p .:n . 

Glt\Y 

Par i s 

DatEd :Jarch 30 , 1940 

Rtc ' d 10 : 40 a .m. 

FOR T::IE TR:::!l.SURY F~M iUTl'H.:: JS . 

A ~Ecr<E apptarlng in to~ay • s Journal Officitl 

providEs for t:·.E _>rovislonal Entr:• into EffEct on 

April 1 , 1930 of thE po.yr.tEnts acco~ and commercial 

agrEE'!l£nt concluded between France and Italy on 
J ot 

,,,arch 6 , 1940 , .ny ttltgrwn No . -Teei , tiarch ? , G p .r.1 . 

and .a.'ift!; J.,arch 15, 7 p .:n . Save ln "excEptional 

cases" l.'ll:>orts and Exports :nust bE invoiced in eithEr 

francs or l1ra . Pay!I!Ents arc to "Jt 1:1adt through a 

cltar1~g arran~~tnt at th£ official franc - lira rotts 

as q•. otr<i on the Paris or RomE 3oursE. ?wo deductions 

art to be madE from the total ~nount i n f rancs derivEd 

from pay.ntnts for French ~,orts f r om Ital y and from 

the strvlc t on I tal ian invEstnEnts 1n France. ThE 

fL·st is a fi xed sum ol' four nillion f rancs p er month 

for liquidat ing 11 b l oc!ccd11 Fr tncr ccrn.rn t r c1al credits 

carri=d a•:.a; 1r. a special lira account; the sEcond is o 

dEduct .• on of 14f.ot the a f oresai d total franc amount fo r 

s cttltmcnt 
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sEttlEmEnt of thE sErvicE on Frm c:1 invEs tmEnts in Italy . 

I n linE with thE currEnt Effort to increasE bank 

d Epos it s t o day ' s Jou rnal Offi c l.El also contains an 

instruction of' thE b;inistry of Financ E providing that 

pEnsionnair Es may havE thEir pErsions coll EctEd through 

tht.~.r ·JaPlcs and 1.tpositEd to thnr b a."lk accounts . It 

is a;>parrntly hopEd that by sparing thE p EnsionnairEs 
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thE i:-.conv£nin,cE and formalitiEs of ~nrsonally collEctJ.ng 

thEir pEnsions it will EncouragE thr usE of bar.k dEposit 

accounts and discoura~E to s~all EXtEnt thE ingrainEd 

Frrnch f ondnrss for banlc notEs . 

MURP •• Y 

DD!1 
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PARTIAL PAIW'HJW!E OJ' TELEORAM RECEIVED 

J'ROH: American Embassy, Berlin, Germany 

DATE: Karch 30, 1940, 10 a.m. 

NO.: 776 

FOR TREASURY J'ROM HEATH. 

~ 4 4 

fhe REIOHS!NZEIDER in i te ieeue or Karch ?:? announcee 

that on February 16, 1940, an arrange~~ent was concluded 

with Jugoslavia tor the payment or Jugoslav bonds held 

in Germany but does not disclose tull deta1le or the arrange

ment. The announcement divides Jugoelav bonds held in the 

Reich into five olaeeee. The first class ooneiate of the 

Serbian ieeuee of 1902, 1906, 1913 and the Jugoalav state 

mortgage bank bonds of 1910 and 11. The German holders or 

these issues are allowed to retain their bonds the tuture 

coupons of which will be paid but must surrender past due 

coupons for which no payment will be made. The second 

aeries of bonds consists of the Jugoslav dollar issues of 

1922-1927 and Yugoslav state mortgage bank dollar issues of 

1933 (funding bonds) and the gold franc loan granted 1931 

and subsequent franc funding bonds. German holders are 

allowed to retain theee bonds but must sell all due coupons 

to German banks authorir.ed to deal in foreign exchange. 

The third, fourth and fifth eeriea of bonds oonsiet1ng of 

fourteen national and local government issues dated from 

1881 to 1912 and three issues of P~orit7 shares or se+n 

ra11YaTa must be surrendered b7 the German holders who will 

receive an unspecified percentage ot the nomine.l value of 
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the eecuri t1ee. 

The following ie cont1dent1alt 

The Yugoelav Commercial Attache in Berlin haa said 
that tor several 1eare the German Government llaa been 
trying to negotiate the reeumption ot payment ot principal 
or interest ot the external and i nternal bonde of Yugoelav1a 
which are held in 0el'lllaiiY• He ea1d that under the arrange
ment parmente ot interest will be made on the more recent 
Yugoelav national internal and external iuuu. Upon 
their surrender, a emall part - he sa1d in no case more 
than 12 percent - ot the nom1na1 value ot old Serbian 
national, provincial and railwar bonds will be pa1d. 
The German Government will par marke to the German holders 
tor the bonds which they surrender, I was told. A credit 
ot about 14,000,000 marks will be given to the German Govern
ment tor the bonds at the Yugoslav Central Bank. This 
sum cannot be used to par tor commoditiee tor the Uerman 
Government, but i t m47 utilize it tor Yugoslav mining 1nveet
mente and tor other enterpriees in Yugoslavia. 

ICIRX. 

EA:LW 
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TREASURY DEPARTMENT ~ 4 6 

INT ER O FFIC E COMMU NICATION 

DAT11 llaroh )0, 191to 

TO Saere\ar,r Morceo~ 

CONFIDENTIAL 
Mr. Cochraa 

'!'".ne fore1p uch•nce aarlcet vaa <Jilht tocl.q, b J.aatercl.a:l aterlin« 
opeoecl. at 3·53-1/16 aDd closed d 3·511-3/8. In llew York the opeDloc quotatloo 
waa 3·53-5/8. Dur1DC tha 110rD1n« 1 t f'luctuated baweeo a lov ot 3·52 u.cl. a 
h igh ot 3·53-3/4. 'l'ha cloain,g quotation waa 3· 53-1/2. 

Salas ot epot aterllng b7 the eix reporting banks totaled • 139,000, fro• 
t he followin& aou.rc••: 

By eomm.rc1•l concern••• •• • • • •••• • •••••·••• •• • ••• •• • •• • •• •· •' 93,000 
By toreip bank• (South America, rar Eaet and llllropa). .. ..... llli ,ooo 

!ot&l .. l 139,000 

Purchases of spot aterlill& t~.~~ounhd to ~44.000, aa 1D41catecl. below: 

By commercial concerna • ••••..••.••• •• •• ••• •••• ••••••••••••• · ' 170, 000 
By foreip banks (Europe, l'ar Eaat and South America),,.... .. ~,000 

Total • • 1 2 , 000 

The Guarant7 'l'ruat Colllpa.D)" of !lew York sold cotton billa totallot; 1,9,000 
t o the British Control on the baela of tbe official rate of 4,03-1/2. 

'!he other i11portant currencies closed aa follows: 

J'reoch france 
Gu.l.ldere 
Sviaa t rues 
llelgas 
Canadian dollars 

.02.00-l/2 
·5310 
.2242- 1/2 
, 1708 
, 18-9/l~ discount 

lfe sold $2,300,000 in gold to tha Central 1lanlc of U~ to be added t o 
ita a&rmarklocl. aooount , 

Ve pu.rc!laaecl. $525,000 in gold fro• t he eal'OI&J"klod account ot tba Ceotral 
Bank of Coloabia. 

'!he l'ederal a .. arn Bank ot liev Torl< recei'fed a ca.ble troa tba B, I . s . 
requesting it t o obtain a license to trenater froa ita Account #2 to tba account 
of the Bank ot I.&t'fla , gold Talued a t approxt».tely $562,000, The cold ill B. I . s . 
Accoun t f2 h oY11ecl. by that ineti tuUon. The Federal was authorhed to ulce 
thls t r anater, 
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!rile :Pa4nal R .. arn Balik oL lew Torlt raporWd tbe f ollowiJI« col4 eblp. 
. ... h \o u: 

$ 3,120,000 troe b«lu4, eblppe4 b7 tbe Balik of h«la!ld \o be e&1"M1'1Dt4 for 
1 h account. 

1 , 243,000 froa South Afrlce, ahtppe4 b7 the South Afrlce~~ Reaarn B&Dlt \o be 
earaarlood for the account ot the B&Dlt ot 9we4eRo 

%$""14r:-,•3'r63:;,'006C'Vr fo tal 

Wa recelY84 a cable froa the State Department etatlng that the tol1owtac 
~ol4 ahlpDenta were .ada troa Sytne;v, Auatrallal 

$ 3 , 107, 000 ~1ppe4 b7 the Co11110uweal th :Sault \o the ledaral Rue"• Bank of 
S&u :Prancleco. 

182,000 eblppe4 b;v the BADII: of lew South llalu \o the .&loerlean fruat CoJIIlaJIT• 
S&u l'ranclaco. 

-r$-::3,..., zs=g-:, ooo= fo tal 

fheae ahlpaeuta will be &old \o the tJuJ.tad Stat .. l!int at S&u l'rauchco. 

!rha equ1Yalent ot the Boaba;v all.,..r prlee waa 39·96,1. 

rile Dow Jonee tielcer carried an ltea \odaT which otate4 that the Dutch 
Gonruaent haa 1uued a decree atipulatiac that en ... r u.o lo~~ger ahall be lepl 
coYer for Bank ot the Natherlan4a al~t 11abl11tiea. It &leo atate4 that the 
preaeut atoclta amount to 9,500,000 ~114era (14 ,1100,000 ounces of aU..er) . 

During the soutb ot March, we purchaeed a total ot 15, 301,000 OUIIOea ot 
allTer under the SllTer Purohaae .Act. !!!he acurcee of thea• purchaau were aa 
t ollowa : 

TYPE or SILfiR 

New Proclu.ctioA 
1 . l'roa Tarioue countr1ea 
2. l'rca Ca:>ad.a under ~eaent 

liiTentor;v Si lTer 
f ra41ac Sllnr 

OtJBCES 

8 ,135.000 
1 , 200,000 
5. 6113 ,000 

323,000 
15.301,000 

l: 
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FHA Housing Project 1n Fort Wayne, I ndiana 

and USBA ProJects 1n Vincennes, Indiana 

and Mount Hope , West V1rg1n1a 

Field t r 1p report by 

Wesley Lindow 

~ 4 8 
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roRT WAYNE, INDIA.Nl 

Introduction 

!he low- rent houe1ng proJect ot the Fort Wayne 

Houe1ng Author! ty 1e unique in a great 1118fl1 respecte, 

and I was fortunate to have Frank Watson along to 

disouss 1 t inasmuch as he had managed the construction. 

The project cons1ets ot t1tty individual houses placed 

on vacant lots here and there in blighted areas. The 

houees are or pre-fabricated construction and may be 

diemantled and moved to another site. WPA labor was 

ueed in the conetru ot1on. There 1s no subsidy from the 

United States Housing Authority. The mortgage loan is 

carried by two Fort Wayne banks and an insurance com

pany, and is insured by t .he Federal Housing Ad1Dln1stra

t1on. Rente are $2. 50 a week per dwelling unl t . This 

would be equivalent to about $2. 71 a room per month 

on a USHA ba sis (Frank Watson told me that USHA standards 

would count tour roo•e). 

Construction 

!he pre-fabricated construction system is based 

upon etudiea .. de at the United States Fores t Products 

Laboratory, Madison, W1scone1n, together with develop

mente ar1e1ng from the activities or the Housing Re

eearob Department of Purdue Un1vere1ty (under Frank 

'fateon) . The houeee are one-etory structures anchored 
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Fort Wayne - 2 

to a concrete tloor laid directly on the ground. 

The wall s and the root are made or plywood box.-heam 

panel s . The eheete of plywood are nailed and glued 

to both eldes or wooden beams and the space between 

the sheets is insulated with rook wool . 

The panels were fabricated 1n a central building 

and transported by truck to the site. Each house oon

s1ste or 35 wall and part! tion panels (eight contain

i ng windows and five containing doors) and nine root 

panels. The wall and partition pa.nele are erected 

on the concrete slab and bolted together with long 

steel rods. The rods extend vertically and hori~on

tally, and tie the house firmly to the concrete slab. 

Ad.jo1n1ng panels are also apl1ced '1'1th strips of 

metal and are caulked. The roof panels a.re covered 

with a gravel- covered built-up roofing. 

This house appears to be well constructed. I 

examined the panels carefUll y and discovered no evidence 

ot weakness . They appear durable and their strength 

is supooeed t o be many timee i n excess or that required. 

They are distinctly not fragile. With rea sonable care 

and occasional painting, it looks to me as though the 

houses ought to last a long time and provi de comfort

able quarters. They will har dly l ast as l ong as 
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Fort W a,yne - 3 

dwelUngs oonetru.oted ot masonry, but they ought to 

compare favorably w1t.h frame dwellings. 

Land Acquisition 

An ingenious device wa s adopted to obtain land 

at no cost. The Fort Wayne slums are shacks rather 

than tenements, and there are a considerable number 

ot vacant lots scattered among the blighted areas. 

An ott er was made to purchase some ~r these lots tor 

one dollar each with an option t o the seller to re

purchase. The r epurchase option was based on a eliding 

scale, the original owner to pay the tull cost or 

moving the house to another lot it he repurchased the 

lot within the first year, and decreasing amounts 

during the euoceeding tour years. Thereafter, the 

price tor repurchase would be one dollar, and the 

Housing Authority would move the house to another lot. 

While the Authority i s using such lots, they are 

tax-exempt . This exemption might conceivably result 

in substantial indirect costs tor land as revenues 

were lost. In Fort Wa,yne, however, the total annual 

tax bill on all the lots now being used was only 

around $182. 
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J'ort 'la7ne - ~ 

Co eta 

The tot al u ·erage ooet ot each house wae $1721 , 

divided ae follows : 

Construction •• • • • •••••• • •• • 

OYerhead ••• • •• . ••. .. • •...•. 

Miscellaneous, including 
landeoap1ng • . . .•... . .... • 

Total 

$ 1,~19 

199 

103 

l, 721 

The total labor ooet was $758 per house, all paid by 

the YfPA. The WPA also paid tor about $63 ot .. teriale 

per house. As a result of the WPA contributions, the 

Fort Wayne Housing Authority found it necessary to 

cover only $900 ot the oost. This sum was raised 

through 4-l/2 percent mortgages taken up by three Fort 

Wayne lending institutions and insured by the Federal 

Housing Administration under Title II. A twenty- year 

amortization period was used. 

The debt service on this loan amounts to $72 per 

year per bouse . Maintenance, r epairs and upkeep are 

figured at $32 per year, making the total chargee fl~ 

annually per bouse. Annual rente, allowing ~ percent 

tor tenant aovement, are eetlaated at tl25 a year, 

tbue leaving $21 as an annual surplus. 
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Fort Wayne - 5 

Other Oollllllenta 

I talked to some o~ the tenants about the houeee 

and thaT all seemed well eat1e~1ed . I asked 1~ the 

concrete noor was oold and ~ound that people d1dn • t 

eeem t o 1111nd 1t. llthough 1t was a distinctly raw 

day outside, the ~loor was not uncom~ortably cold to 

the touch ot my hand. The little o11 stoves aeemed to 

heat the houses well and the t enants told me they were 

inexpensive to operate. The houaes aeemed to be 

co~ortably warm 1ns1de and well insulated. 

There 1e no denying the ~aot that the houses are 

small and space 1s &t a preJD1um. The lack o~ a ut111 ty 

room means that the tenants have to keep their tuel 

oil outside, and I saw several places where wash-tube 

were hanging outside on nails driven into t he walle. 

Naturally the 1nter1ore look a little mesey because 

they are eo crowded. Compared with the neighboring 

shacks, however, the houses are generally larger. 

Moreover, they stand out in the neighborhood aa a big 

improvement 1n almost every other respect over the 

neighboring dwellings. 

The Fort Wayne Housing .Author1 t:r is verT well 

pleased with 1ta houaea. I tAlked to William B. F. Hall , 

Chairman ot the Authority, and he expressed great 

254 

Regraded Uclassified



Fort \layne - 6 

satisfaction With the houses. 'lbey answer Fort \layne •s 

problem very uell and l!r. Hall sll.id they would l1lte to 

build some more of them, but are not finding this 

poesible . Negotiations are now under way lti th the 

United States Housing Authority tor the development of 

a neu p roject, but I was told t hat t he USHA does not 

approve of these plyuood houses. It seems to be gener

ally believed that the USHA position is based to a 

large extent on the opposition of nati onal labor unions 

to the Fort \;ayne pre-fabricated house. I understand 

that the plasterers ' union has been exerting consid

erable pressure on USHA in t his regard. I found 

corroborati on of this, moreover, ln the Vincennes 

'O roJeot . 

Both Chll.iman Hall and Frank liatson told me that 

costs of the Fort ilayne house could be f'urther reduced 

if private labor t;ere used instead of \IPA labor. The 

saving would be substantial. If another tift)' or a 

hundred houses were built, using p rivat e labor, they 

esti mate that the average cost including overhead uould 

be only about $1~0. I f producti on were extended into 

thousands, the cost ttould be brought d01m to around 

CllOO. These estimates include all costs except f or 

Regraded Uclassified



Fort ilayne - 7 

s ite improvement and sewer and water oonneotions. These 

averaged around $150 in the present houses. 

In order to illustrate the various details oonoern

ing the construction ot the Fort \layne project, an.d the 

other t<ro projects, I have assembled a group ot photo

()r aphs and p repared explanatory captions tor them. 

F1•ank \Iat son and I snoh took along cameras and I also 

obtained photographs trom the local authorities and 

various publications. The Fort llayne illustrations tollov. 
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A typical Fort Wayne Bouse. Tho shell or the house 
can be erect~d in two hours . It can be dismantled 
and moved to anothe r site . The interior arrangements 
a r e •hown tn the plan and the model below. It will 
be noted that the re 1s a large 11v1ng room with one 
end equipped with kitchen equipment and heating stove. 
~he t wo bedroo~• are small , and are provided with 
op<'n- r,.ont closets which aay be ent1 rely closed w1 th 
cu:--• 'ltns. 
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!be aketehea ahow the Fort Wa7ne eonatruct10D techn1que. 
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The floor 1a tormed by a concre t e IDAt re1nforee4 •1 th 
w1re Me eh and la1d over gravel. With th1o conotrue
tton , the tloor assuMes equnble earth temperature and 
18 wurmor ln w1nte r and cooler tn s ummer then l f tt 
we re vent t l~t ed . The tonant &, whe n quest i oned, SA 1d 
thAt the f lonr was not t oo eol4 1n wtnt~ r weath~ r. 

t 
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The eonq~ruftt1on r.~ns\~te o r plyw~od box.be~~ p~n·1~. 
Ah~v~ tg o rno: p~n~t ~1th th~ plywno1 unde ~~1de al
ro-ndy rt.tta'"'hcrt. The epn.co be two~n the t wo pl:rwno.:t 
rlntA \r. tn·ulnted wt th rock wool . Below t s ~h~wn R 
wn:1 p~nel w1th op~n\n~ tor \ naertton or wtndowa 
ThP~t ~rP pl~~~d in pna\t t nn l n th~ (Aetor~. O~tn~ry 
wtn1ows O.!"e t•1 r ned 1!1 \.d~wl\ylll Anf! uAed tn a e1to11ni"' t!II\M• 
nPr, thus n vo1d1nF th~ need ~or wtndow WP1~ht~. 
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Theoe a re rtn1shed panels eur r1 e1ent to make up the 
walle ror tour complete housoft . Below 1s a houae 
undo r oonotruet1on wtth all the •all panels 1n ploce, 
and the roo r panels be1ng eot . 
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Steel roda are bolted to anglo trona at the eorno r e. 
Rod& run horizontally through the panola and vert1 -
eally 1n the eornere from the eoneroto floor to the 
root. The uppe r lett-hand photograph ahowe a rod 
bo1ng 1noertod, and tho upper r1ght-hand p1eture ehowa 
how oeeurely thee• rods are bolted down. The phot o
g raph below abowa the bolted ondo ot tho rode runn1ng 
through t he roof panola . 
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Tr~ N'Or 1~' 1~1\d lf'"v~,. A r "'ur-ply pt tch and t>rav,.l, 
ee•rent'!en-y eA r ep~cl rt co.tton roo~ln2' t a o.ppl t .. -L In 
e~lcu!a•tnr ren: e , t h11 ~or 1~ wrltt~n n:~ ~n a · ~n
Yf"lll!" b!\9~8. 
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~very er rort h4a been made to keep down costs. The 
upper photographs show how the wtrt ne 18 exposed. 

Note tn the lower photograph tho exposed pipe tn tho 
bathroo~. All or the plumbing p1p~a nre exposed . Tho 
bathtub 10 ot a n tnexpenetve vnr\ ety, and there l s no 
shower. The bathr~om eonta1ne a th\rty-gAllon hot 
water tank which provides an adequnte aupply or hot 
water. ~~ong other econo~y reatures, the door locke 
should be mentioned. These are not buil t into the 
door aa 1a euatooar.>~ in etty houaea. but eonatst o r 
external hardware typical or aWL~or cottages. 
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Above 1a tho interior or a liTing room. The valle are 
p&lnted, ~trerent colora being uaed in different rooma. 
The dark linea in the panola ooneiet or accumulation• 
or duet Vbich gather only beneath the beaae and not be
lov the insulated opaoeo. Tble duet oan be easily 
vaahed orr vlth no daaago to the pUnt Vbich ia or 
good quality, 

The upper right-hand pioture above the ki t chen end ot 
the llving room. Note the amall etoTe Vbich proTide• 
enough '!oat tor t he entire houee at a low coot . 'the 
houaoa are oo vall lneulatod that the tanante report 
them to haYe been oomtortable non on nry cold daya. 
The atoYe ie equipped Vlth a water ooil to provide hot 
water. Note &leo the expoeed pipee under t he oink. 
For economy, onl7 one turn- ott valve 1a provided t or 
all ot the plumbing. (It wil l ba noted subsequently 
that the Vincennu projeot hao a turn-orr valve t or 
both tauceta in the kitohan eink.) The open ehelTea 
are generally oovared by the tenants v1th aome klnd 
ot curt&1n. 

The beating atoTe burna oil, and beoauae ot the l ack 
ot storage apace, aoat tenant• baTe a barrel ot o1l 
outside the building, ao ahovn 1n the lover photograph. 
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VINCEmn:s, I l{DIANA 

Introduction 

The Vincennes proJect is sponsored by the Housing 

Authority ot the City, and tinanoed With USHA assistance. 

Hr. Matthew E. \leleh, the Secretary-Treasurer and 

Executive Director ot t he Authority, ahoued me around 

the proJect. 

It consists ot tor ty- ttro t Win dwellings, taking up 

11 tull o i ty block, Rants average $S. 85 a con th p sr 

dwelling or $1.99 a rooLl. 

Construction 

These are one-story dwellings with no basements. 

The walls oons1ot ot two l ayers ot t hree-inoh conorets 

blook With a two- inch air opaoe between. The blocks 

are painted with concrete paint insi de and out. 

The t loore are concret e laid on pre- cast concrete 

Joists. I asked about the foundati ons and t ootings r e

quired, and J.lr. \/eleh sho11ed me t he only baeeaent in the 

proJect, a room designed to be used as a trork shop. He 

explained that the walla generall y go about as loti as 

though a basement 11ere being inetalled. I t should be 

noted that the concrete t loor i nvolves a dltterent prin

ciple in construction than 1n the Fort \layne proJect. The 

use ot pre-oast oonorete Joists means that ventilnt1on 1& 
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provided beneath the rloor, and the rloor, thererore, would 

be colder in winter and warmer in summer than ir laid dir

ectly on the ground. 

Only the ceili ng is p l astered. Hr. lleleh told ce 

that they had rirst wanted to use concrete Joists and a 

oonorete slab ror the ceiling and thus el1lu1nate plaster

ing. USHA ob jected, ho~rever, and the concrete ce1line 

wa s abandoned. Although USHA argued that plaster uould 

be better because it llould reduce the area of painting 

surface, I unders t and that the iopel ling reason was p rob

ably the preosure comins from the lla tional Secretary of 

the Pl asterers I Union. There ~ras no l ocal union resistance, 

ho~rever . The local plasterers 1 union merely said they 

would like it better if plaster were used but they p romised 

to raise no objection 1t it were not . 

Sooe of t he boueee have been cocpleted and are now 

rented. I talked to one tenant about the bouse and abe 

seemed very pleased with it. I asked her about the con

crete floor and ehe said it wasn • t bo.d . llr. \ieloh told 

oe tha t t hey ~rere experimenting w1 th an insulation for the 

floor. Heati ng ie done ~~th a small stove very economi

cally. The tenant I talked to said a ton of coal l asted 

her over a month. This ie certainly economical inasmuch 

as Vincennes ho.e relatively cheap coal. 
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1-lr. llellh explained to me that everyt h i ng used i n the 

proJ eot was of the best quali ty, eJ. though expenses 11ere 

269 

k ep t at a minimum by restri cting expenditures to tundacentals. 

The plumbing is of a more expensiv e grade t han in the Fort 

\layne proJect and the houses are provi ded with utility rooms. 

Coate 

Final figures on costa of the Vincennes proJ ect are 

not yet available. It appears , however, that the total oost 

per duell1ng unit w1ll be around $3S50, divided as f ollotfs : 

~rell1n~ t aoil1ti ee .•....•• ¢2, 900 

Real estate, eto........... 950 

Total 

Host of the uni ta consist of livi~ room, ttfo bedrooms , 

k1 tohen and b a th. 

The average rent of $g. g5 per dwelling unit per mont h , 

or Cl . 99 p er room, is after allowing tor t h e U~~ annual 

subsidy. 

Other Comments 

These appear t o be very t·rell-bu1lt houses , s1Dple but 

tully adequa te. Replaoeoent ooeto should be low, and a 

l arge o easure ot tenant ca1.ntenanoe Will keep expenses dol<-n . 
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The ~~1 18 nre con~tructed o~ concrete block 1n two 
th1cknessca with an alr space be~ween . 
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TJPloal wall ooetloft &ft4 tloo~ pl&fto ot TlfteoBDOo p~Joct. 
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The left- hand photograph thov a a tJPlCal recessed 
open c loset. Not e the rod provided t or a curtain. 
The rlght - h&nd photograph ehov e the concrete va ote 
rac eptacles . The two doorl ln the houee are to 
ut111ty r ooms provided for each dvell1ng unlt. 
They contain a coal b ln , hot water heater, and the 
bat hroom pl ucb1ng p1peo . 
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l!OUll'r HOPE, \lEST VIRGINIA 

Introduction 

~s pro ject consists or th1rty-t1ve two-story tw1n 

houses. Conetruot1on 1e nearing completion but no tenants 

have yet ooved ln. l!ount Hope is a ll1ning toun (populati on: 

2, 300) and the houses Will be occupi ed largel.y by o1ners . 

~!r . P. H. Snyder, Jr., Executive Director of the Housing 

Authority of the City or llount Hope, shoued me around t he 

project and explained the oonstruot1on to me. This 1s 

the only one or the three proj ects I saw which was buil t 

on land from whi oh aluo dwellings had been cleared. 

Oonstruot1on 

These houses are built lli th a concrete f irst floor 

laid on oonorete j oists, like 1n the Vincennes pr oj eot. 

The oonorete is covered w1 th l i noleum and I doubt that 

the average person would even auspeot the floor was con

orate. The walla are wood sheathing covered With what 

appears to be a good grade of asbestos shingl.e. J.!r . Snyder 

explained that the shingle was expected t o outlast t he 

usual grade or asbestos ehingla on the market. The houses 

have a good grade tile roof. 

The houses are plastered t hroughout and have bu1lt-1n 

door hardware. Recessed ooen oloaets are provi ded in the 

bedrooms. The plumbing 1s modern and t he bathtub is 

built ln. 

27{ 
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Heat1nc; is provided by an Arcola Heater, set in the 

kitchen, tt1th radiators i n the larger roone. l!r. Snyder 

told me that he figured about tour tons or coal would 

heat a d1tellin8 uni t for one year. The price of coal p er 

ton at present rune around C2. 00 in l·lount Hope. 

The Authority is not furnishing cooking stoves but 

(natural) gas connections have been provided.. A gas hot 

water heater is placed i n the kitchen . 

Coats 

The average duel line unit h.a.e a tot~ cost of $4429, 

divided as follo~IB : 

D\-Tell1ng fa.o1li tieS, • • ... • eJ, 434 

Non- dwelling . ............. 995 

Total $4, 429 

The estimated average rent i s Gll , gg a nonth p er dwelling 

un1 t, or $2. 64 per roon, after allowance for the annual 

subsidy by UBHA. 

Other Commen te 

278 

These houses are very nice, ll.nd 11ith a fetr exceptions, 

such as in the case of closets and tile l ack of a ut111ty 

1•oom, oompa1•e favorably w1 th netT small houses here in 

llaahington. They are probably among the best houses i n 

1:ount Hope . I was unable t o obtnin any photographs or 
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l!ount Hop e - 3 

the interiors troo J.lr . Snyder and 1t waa so dark that I 

d1dn • t take any pictures myself. 'l'he i nter iors are t ypi 

oe.l r a ther than unusual anyvay. 
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: . 
: rort Warnt , • V1noennea, 
• Ind1ana : Ind.1ana 
• 

8J 

• 
; Kount Hope, 
: lest V1rg1n1a 

: ______ : : ______ _ 
• • • 
; (I'Hl proJaot); (UIIIA proJect); (USHA projeot) 

50 ~3 10 

eoet per ~~wenm Wl1t: 
Dwelling fao11 t1ea • • . •• ••. n.~i $2,900 $3,4-3~ 
llo~dwell!Dg fao111 Uea ••.• 23 950 995 

Total . ... . ..... .. ...... . . tl, 72l. $3.~50 $4,-29 

Konth17 rent per 4well1q un1' ..... ............... ... no.~3 • ~.85 tll.88 

~nth11 rent per roo• •• • • •••• • 2. 7l • 1.99 • 2. 64 

tbe •••rage un1 t 1n eaoh of theae proJeota oonahta 

of l1Y1q rooa With aeparate or attached k1tohen, two 

be4Joooaa aDd bath l'OOa. !be breakclown of the ooat figure 

for rort W&JB• ••• eaU•ted b7 ae on a baa11 aa compar

able aa poaa1ble w1 th that u1ed b7 theUSHA. 
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Karch ~o , l94o 

MEMORANDUM FOR THE SECRETARY: 

Attached is a sUIIIIary report or the proJects 

wh1oh haTe been worked on in the DiYi lion or 'l'u 

Research during Maroh 1940 . 

Ro7 Blough, 
D1v1e1on or Tax Researoh 

Attachment 
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Monthl7 report on proJeots 1n the D1v1e1on of Tax Research 

Maroh 191W 

1. War and exoeee-prot1 t e taxes 

The study of the problema of war-protlte taxation 

le continuing. In th1e conneotlon a history ot 

war-protite t axation ln the United States and 

t ore1gn countries and an analysis and BUllllllary ot 

t he several exoess-prot1ts t ax lave hitherto em

ployed or proposed are 1n preparation. A l i st ot 

questions suitabl e tor circul ation t o our Foreign 

Service Ot tioers or direct representatives ot 

selected toreign countries has been prepared tor 

the purpose ot gathering informntion on toreign 

exceee-protite and income taxes. (Mr. Ecker-R, 

lol.r. Copeland, M.r. Gordon, Mr. Mannen and Miss Wells)* 

2. Ch&in store texAtion 

A report describing and analyzing the Patman ohain 

etore tax bill (H. R. 1, 76th Congre ss, 1st Session) 

hae been prepared and submitted t o the Ottice o f the 

*Persons listed ae working on the ditterent projeote cSo 

not include those vho aoted largely or exclusively in a 

consulting or reviewing oapaoity. In general, the per

eon, it any, actively in oherge ot t he Dl"Ojeot ie 11eted 

tiret. 
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Legi slat iYe Counsel for transmittal to the 

Committee on Wars and Mesne. The report summari~ee 

the reasons for and against chain stor e t ax legisla

tion, the pr esent status of State ohain store tax 

legislation, and the tax burden that would be illl

poeed if the Patman bill were enacted. (Mr. Blough, 

Mr. Farioletti , Mr. Mannen and M1es Wells) 

3· Life insurance oomoanies 

A report on the treatment of life insurance comoan1e 11 

under the inooa:e tax, capital stock t ax, and excess

profits tax ~ring the period l909-194o is in pre

paration. This study was undertaken in connection 

with a request from the Temporary National Econcm1o 

Committee for information on the subject . (Mr. Mil le) 

~. Income and estate taxes 

(a) Reports on t he following subJects ha·n bean coa

oleted: 

(l) Personal exemptions, credits for dependents 

and the earned inoome credit . (Mr. Shere 

and Y.r. Atlas) 

(2) Capital gain and loss et atistice and oro

:oosals for changi ng t he holding period f or 

long-term capital gaine and losses. 

(Xr. Shere, Miss coyle and Mr. Atlas) 
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(b) Reporte on the following eubJeote are ln proceee: 

(1) The p roblema or special derenee taxes with 

part1oular rererenoe t o the teohnioal 

problema 1nvo1Yed in the suggestion that a 

flat neroentage 1noreaee 1n the present in

come and other taxes be imposed. (Kr. Shere 

and Mr. Mille) 

(2) Propoeal t o allow cor por ations with five or 

lees ehareholders t o be treated, f or tax ~ur

poaee, as partnerlh1pe. (Kr. Blough and 

Xr. Mille) 

(c) Reports on the rollow1ng subj ects are ln varioue 

etagee or preparation but have not been actively 

prosecuted during the month: 

(1) Dietributlon or t ax-execpt eeourit1ee by net 

1noome brackets with particular r ererenoe t o 

the holdings or such securities by persona 

1n h1gh 1noome braoketa.(Miee Coyle) 

(2) Aaeeta and 1noome or cor porations exempt 

rrom the Federal income tax under Seot1on 101. 

(Xr. Shere) 

(}) !be problem of 1111qu1d11;)' or eetatee and 

poaa1ble eolut1one under the estate tax. 

(Mr. M111e) 
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(4) Powers ot appointment and remaindere under 

the estate tax. (Mr. Mille) 

Tax-exemnt eeouritiee 

A memorandum hae been prepared indicating the equit

able and financial ccutl1deratione in connection with 

the problem ot tax-exempt eeourities. (Mr. Blough 

and Mr. Shere) 

Articles 

28R 

The followi ng articles are in nrenaratlon tor noeeibl e 

publication in the Treasury Bulletin: 

(a) An article analyzing Stat1et1os or Income data 

on dividends received by corporations . (Mr. Shere , 

Miss Ooyle and Mr. Zoraoh) 

(b) An article on the treatment ot consolidated returns , 

1913-1939· (Hr. Shere, Mr. Zoraoh and M1es Hughes) 

Inventory ot t ax proposals 

A preliminary dra.tt ot an inventory ot proposals designed 

to produce additional revenue, wb1oh have been con

sidered by the Treasury trom time to time hRs been com

pleted and 111 now in final stages ot ed1 t1ng. J. 

similar compil ation ot Treasury tax proposal s other 

than those designed to nroduce revenue ie in nrepara

t1on. (Mr. Shere, Mr. Gordon and Mr. Zorach) 

Regraded Uclassified



- 5 -

~ . J\rnnue-ra11ing propoeah 

8umma17 atatemente have been prepared illuetrntl.ng 

d1tterent aethoda ot r aia 1ng revenue. (Mr. Blough 

and Mr. Atlu ) 

9. Tax chronol ogy, 1919- 1927 

A chronology ot Federal t ax r ates covering t he oeriod 

1919-1927 1 e 1n preparation. {Charte covering t ho 

years 1913-l91S and 192g-1939 were previously pre

pared.) (Mr. Atlas) 

10. Statiet1ce 

In connection wit h 1te euperv1e1on ot the techn11lal 

wor k ot t he Bureau ot Internal Revenue a report on 

the operating et a t1etioe ot t he Income T!il-"1: Uni t was 

prepared and several proposal a t or special etat1et1oal 

tabulations have been examined. {Kr. Blough, 

Kr. Shere, Kr. Caapbell and Kr. Eokel'-R) 

11. Income Tax Study (WPA) 

The etudy ot iooome tax returns, carried on 1n 

Philadelphia with WPA tunde sinc e October 19JS, 1e 

continuing . The text euggeeted t or Voluae I o r t h e 

Inooae Tax 8 t ud7 relating t o aourcee ot 1nc roe and 

deduotione o r ind1viduala, 1936, and epec1aan t nb; ea 

were rev1e-. (If!'. Blough, Mr. Shere and M' llll Ooyle ) 
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12. Reviews ot oublications, etc. 

~ preli.ainlll'7 r eport, 1 8tat1st1cs ot Incooe t or 

193g, Individual Income Tax Returns and Taxable 

Fiduciary I ncome Tax Returna, Filed in the Period 

Januar.r through June 1939,• was r eviewed. 

(Mise Hughes and Mr. Zor ach) 

13. Correspondence 

The Div181on handled correepondenco pertaining t o 

tax problems. (St at! members) 
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Seereta r,r o£ State, 

Vaahi~~&teD, 

28, March 30, 2 p. m. 

lla.nld.n&'. 26, .larch Z7. 6 a . a . 

PWB 

!I&Jik1ag Tia B, R. 

Dated Y.arch 30, 19lio 

llae ' d 12:45 a •• • 3ht 

At a brief care&eDT thia 100rii1Jl4, vhlch included the 

pqiDg of homqe te Su.n Tat Sen and. t he read!~~& of hla will , 

Vaog ChiD& llei aJid the other ooeober• of the new •Rational 

OonrDZDent• teolc office. 

Mr. Wang read a proclamation which inter alia eat 

for th the 0 a1aaion of the National Government• and ita 

poll tical program. Ae r~leaaed for publication thia prograa h 

One , te a4opt a policy of cood nell)>borllneu and. throU&h 

peace, diploii&Cy, aocure the iod.epeod.ence and intecrH7 of 

Ch1D& 1a aoTareitnty and a4mio1atra t1on to enable her to 

ahara the rl8ponaibilit7 for the eatabliabmaot of peraaneot 

peace and a new order in kat .lela. 

Two, To re8pect the legit!Ju.te ril)>h and. 1Dteruta of 

frieod.l7 power a, te r eadJua t S!oo fore1p relatione, and. te 

pro110te Si no foreign frieodahip. 

Three, To uo1 te with all friaodl7 powara for the pur-

poe• of couoteractiD& the RbTar ain aod peace dieturbiDC 

act 1T1tiea of the Co..alliat Iateroatiooal. 

:!our. 
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Four, To rehabilitate •'-- • h ...., .roopa v o support peace 

~ national reconstruction, to pacify and aettlc the 

cuerilla unit a , t o organise a natioD11 defense~. and 

to eli minate t he respective tunctione of • 1li tar1 administra

tion IIJld mili t a ey colllllli!.Dd wi th the object of deatroyine 

military dictatorehip . 

Five, To eat abli•h various cradee of repre&enta tive 

organa of the people, to enlht people of ability from eney 

valk of life, and to consolidate national public opinion in 

order to build up the foundation of De~crecy. 

Six, To convene a National Aaae~bly, to enact a conati-

tution and to enforce constitutional coverncent. 

Seven, To invite the particip~tion of forei gn capital 

and the technical cooperation of friendly powere in the 

economic rehabilitation end industrial development of the 

eountr;y. 

Ei ght, '!o pro::ote foreip t rade vitll a view to aecura 

equilibri= in the bal~~.t~ce of i nternational PA1""8nto, to 

eatabl1ah the Centrnl Eank of China and unify the currency 

eyate~ vitb a view to atabilizine the fin&nc\al syates . 

Nine, To r eadjust tho ayote~ of taxation ~ith a viev 

to l e sseni ng the burden of the people, to rehabilitate the 

rural distri~t• by rendering relief to ho3eless rerugeea 

i n order that they al.l:f return t o their hoe>ea and r eowoa 

their peece!ul vocations. 

'fan, 
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'rea, !o lldop\ aaU..Co••JDiah, peace aDd national re

COJI.dl'lloiion u \be guiding prlno iplee in the educational 

polic:r, \o proaots eciea\iflc education aDd dl•card all 

llialeading teD4enc1ee in the ~u.caiional qatem of tbe 

paat. 

!he proclamation alec aaaerted that "henceforth the 

National Gonrlllllen t 1s the only l&&al conrnment within the 

oOQAtrT and hereafter aDT decree i aaued to tbe nation and 

8:tJT treat;r and agreement entered i nto by the Cbnnglrill& 

ragt• vHh for eign povera will aut ocaticalq be 1nn.lld". 

In concluaion the ~ vaa ezproued t ba t the "Cbn.nc

lr::in& Rectmo v111 aink all prejudicu o.nd cooperate in dnia

ing vqe and meane to readjust t ho p r u ont ai tuatlon and 

tide oTer the na~ional criaia•. 

Du.rioc t he cou.rae of a speech aade b7 Mr. W~ a t a 

preu reception etTen af ter the inaucu.ra uon eer&IIOQJ he h 

qaoiecl a a haTing atated vi th a rlev t o clarlt71oc the a tti

~ of the "National Government• to ... :>rda third powera aDd 

their national• that •we ahall roepect all t he l e&Himate 

and equitable ri&bta aD4 i ntereata of fr1eD41T nationa on 

the aaore4 prlaciplu of equali t;r, reclproci t:r and 1111tual 

re.pect an4 U 1e our eiDCere hope that ve ahall bo able 

\o IIWilber all u.tlona in the ranka ot our frieDda. It h 

C7 hope \hat vi th \be return of the National Gonn~Mnt to 

tte capital \be povera will real he that Clnln8ldn« baa nov 

been 
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been reduced t o t he •tatua of • e i --• G r & OU44 re~e re~e. 

Certainly we expect the ceaaation of active ~thy and 

support towarda t.hat peace diaturbin& rapM. The Chu.n,cld.nc 

Regime will aooner or later sink all prejudices and cooperate 

with ua in read,jueting the present aituat1on. It 11 thue

fore ixproper for othera tn in~rtere in China '• internal 

affaire and put obataclea t o the realiza tion of pArmanant 

pence in Ell at Aaia11 • ~!r . Wane nlao referred to currency 

~ttera and i n thi s connection ia reported to heve atatad 

1 1 can aa.ure you that it will be our policy to BBinta\n a 

ateble curr~mey the detaila of vhich a re nov beint: vorlced 

out by t he ~!inistry of FilliiJlce. Every effort will be llll!da 

to eave the people !roo loaaea in conae(!Uenee of the depre

ciation of the dollar and the p reaant confusion of the 

vhieh vlll both ceet t he requira:;enta of the Chinese people 

and eaticfy t he needs of legit~ta for eigD trede 1
• 

V&rioua JD8etinee, par&dea &nd theatrical procrfillla are 

p l anned for today but the rainy wea t her may dampen curioalty • . 

A number of Japanese and foreitn correspondents vho &rrived 

late laa t n1cht because their tr&in vas part ially dert.il&d 

,just ouUlde of l:ru~Jdng, vera praaent e t U:e lDA~al 

eeragony. 

Eepeated t o Peiplng, Clnulc)dC6 e.nd ShaJ:leba1 , a irmail to 

'l'olqo. 

lo!cL 
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~~~!i~~ llucooll hrM. March }0, 19llo. 

il h1&h,.q t o CODMC~ vi\11 y........,_ 
:a.u- rail-, pr o'tl41JIC M&lll tor .on
MD.~ ot coutnct1o11 Mhrl~• • Rr'YQ' 
beinc ..U, 11A4 Ch1uu lel>or for road. 
work ottortd.; 'bOWid.ar)' .. ~tlno11t bat 
'boarlac 011 quetlo11 ot ran co1111ocUoll· 
repcrtod. ,..,. 111cilvaT 111 Ohlu to coo.no~t 
with IrrawaddT Rhu pert ot Bhuoo. 

'1'111 SIICBl:'Ul!T 0!' SUTZ, 

lWlHIIIMOII, D.C. 

I hoTO tho ho11or to report t b> t thtro hot hoen a 

roa.-1 ot iatereat here 1.11 tho quoUo11 ot a co1111oc

Uo11 with Chill&'• T'Wlll&l>-llurma raU,.q. lf t ho co111truc-

Uo11 ot t hat line 1a contlnuod.. A """''7 1o now bel~~g 

aad.o to d.otermlno tho coot ot hopro'flllg a road. 'olhlcb 

oxteada !rom a point abon Laohlo, tho tond11uo ot t ho 

~ Bail,.qo ln tho llortbora Shan S~a~oo, t o Kuolong, 

on \b8 Salween RiTer, Wen there la a ferry aero•• 

tho~ et..-a. IIA4 of buU41DC a road. troa ~bo rlYOr ~o 

tlw hnoo-CbiiiOae hord.or. !ho 41o~aoco troa t.aohlo to 

J:uolODC lo about 110 ailoo, &l>d. lt 1o 12 ~o 111 alloo 

troa ~ho rinr to t he tro11t1or. 

All llrprond. h1&hvo,;' would. onablo China ~o obtain 

tbrO\ICI> :BurtDa uterlnlo tor tho new rallvey. and. later 

vould. proYldo a road. link tor trolsh~ hetvoao tho rall

hoaclo, 1n tho onnt tho Buraa bllvqe 41:1 11ot extend. 

t!w Lathlo hrl!llch to tho hord.or. 

!ho p roaont road. to J:uolonc 1o 111 ta1r co..Utlon 

tor a piLl't ot tho 41etaoco. hut tho o11Urt road. 1a 

"otorahlo onl7 111 the d.r7 eea ton. 
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Ottu of Chluoe Lal>Qr tor lloa4 Vor.c lD...l!!!!:!!t. 

!be roe4 IIUn'eJ' aov belDc Mdo, llhlcll Chiuoa here 

'CIIId.arotaDd waa apprond b;r Lolldoa, lo a r aoult of a re

cut Tiolt to llaDgoon of 0. 11. Tf.IIC, dlraotor of roll

~· 1n tho Ob1aooe M1n1otr;r of Oommun1cnt1ono, ond 

0. T. Til., director of tbe Tunnan.J!uru rallvq. The 

tvc Ohheoo off1c1alo ....., t ho ranlt1DC llr1 Uoh off1e1alo 

la llaDgoon, AD4 offlcoro of the llll.rM. 11&1lva;ro, but tbe;r 

rece1Ted 110 ucour~Milt 1n coeectloa vlth the quao

t1oa of tho conotrw:Uoll 1D hna of a railroad to ..,,_ 

uct vltb ChiD&'• Y1lllll&ll-lluru ra1lva;r, llhloh bel b .. ,. 

rurTe;rad to a polDt on the border not far froa Ewlloq. 

Mr. Tu.c 1a oald to ben polatod out that unlaoo ..,.tori

ala for the vootera half of tho rallvq lD Obl,. ooW.d 

be obtalud throue;h l!unla, it VOW.d aoM 1noroaoed oon

otrw:Uo11 d1!t1CW.Uao and groat 411~, .,.d be lo a aid 

to baTe offered to ouppl7 the lObor aacalle.r)' to proTide 

a roe4 onr vhich aater1eJ.o cOW.d be lOOTed, 1D the annt 

a rail ntallllOD fro~~ Laoblo •• out of tho quooUon. 

J??PA•rz Sattl ... at Said t o lla In•olTad. 

J.ccordlq to the otat ... oau of Oldllooa t o ..ttoa Kr. 

Teac talked before laarlDC li&Dt;ooa, tho propoood dater

ai.JiaUon of tbe Burmo-Ch1Deoa bouBdarJ' lD tbe Wa Stat eo, 

wll1oh bat not ;ret been aecoptad by either Oon......,t, 

and tho reported exhtenea of 1D111oral dapoolto 11> tho 

area Ulldar dlapnte, voro aolltloud at hi• talk• vltb 

:lr1Uoh officlalo, aD4 he ¢"ad the l.cpreulon thet 

tbra vaa no likellbood <'f azq actio" 1D reCII"4 t o a 

rail axteiii10n ! roD L&shio to tho Chill••• border until 

t he bcn1D4arJ' queoUoD ,.. daf1n1Ul1 oat tlad (r.termce 
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4 .. PI'tch no. 162. or Mal 19. 1939). 

The AdaiD!otrat l•• Tlco Miniotor f or 1orolcn At

!IJ.ro or OhlDa, Mr. !. I. Toone. vho rocOJ>tl)' rotu.ru4 

t o ~on &!tor a otar or .... ral voolto 1n Oh\lllCidDC. 

lo authority for tho otatomont that noarl)' a year aco 

tho Ch1nooe Go't'ernment informed tho BrlUoh GoTOrnJDent 

that i t vao read;r to oottlo tho BIU'IIO-Ch1o.,.o bCJI1Ddo.r;r 

q"Uotlon, 'but that no otopo in that 4irocUon ha..,. ;ret 

boon telton . The f inal roport of tho llonndat7 CODdoaion 

vaa o11)to4 on .April 21!, 1937, and i.,..4iato1J' thereafter 

it vao oubaitto4 to tho :Sritbh and to tho Ch1nooe GoT-

Bri tioh Rallo Available for !urmft Link. 

Tho Oh1neoo Vice Ml nl oter l o ulao eut horlt;r !or tho 

ttatomeot that about tvo yoaro -co tho Ohlnooe Oo••rn

cont purebaood 1n Xngland 7 , 000 tono of ral l o, or ou!!l

ciant for the conotru:tloo of 210 c iloaetoro (130 ailoo) 

of ra1lrco4, aod that becaun or tho lft'l' in China tho 

rallo vero oot oh1pJ>84• t'horo VI'O nov a proposal. ho 

oa14, that tho rallo be ohi~4 to l!u:t:la and 4ollnro4 

at Lathio, and t hat 11 tho Bun:& Go ... rooont wore villi"& 

to uoe thee for tho conotruct i on of tho !urma l ink of 

tho Tunnao-Burma railva:r. tho r nilo bo ando a't'Oilable 

for thnt purpooo . He exproaoed tho oplnlon that Chlllj> 

aicbt build tho r oadbed for tho nov lino 'botvooo tho Ch1-

neoo border aod the Salvoen Ri ... r. and that it clpt co

operate , 11 aoke4 to do oo, l n tho 'bulldlllc of the reot 

of tha line . 

llinoral Reooureeo of Ya Stat ... 

At a reeeot se1alon of the Bonae of a.pre .. ntat1• •• 
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,.,. c-..uor \o '"" Oonrnor ot llunoa, ropl.71QC to a 

qauUoa, ~ atated that t he Gonnuot11t ot J!una ba4 

not ~ on OUQ' achae tor rail oo-=lcM lon vttb 

Oblu. :hna haa no tunda a,..llablt tor tbo oxtoulon 

ot the Laoblo branch ot tbo l!unna RAll~o to tn. Chi

"'" 'bordtr, and Brlt1ob ottlclalo bore oe,r that t bay 

oeo little pooolblllty ot ouch a line provlnc co=oer

clal17 la.oon1111t t o Burlla, at ltaot tor - rearo. 

Coal of &004 q~>allt7 lo oaid to t1iot Ill Tun....., v1tb111 

1101) allto of Lublo, 'but there lo cloubt that lt co11ld 'be 

plaCed 111 :hna at a coat that would ona'blo It to coo-

pete v1tb BtQCal coal fros India. !!t.ro are collfllcttnc 

reporta concernlnc t he il:portMC~ or tho el~>oral re-

1ouroee of the Wa etat••· but if eome of t he r eport• are 

to be .;.tined, mlnlnc davolopmont In t bt\t area 11ll;l>t 

proTide oo~~alderiLble revenue for a rAilroad tapplnc lt. 

h• tiM laot 1'1oC3l yaar t blPI'onta ae4o ovn the Laahlo 

'braacb by the :sur- CorporaUoll, Llal\td, optra tlnc the 

old llawdv1n laad-allnr al.,.t In tho lortbom Shan 

Stateo, p.n the Bur- !&11""'7• lit percut of ell their 

frtl&bt &114 10 perceDt of all theIr frtl&bt rtftwo, ADd 

the old PU&lonc tduo In the Ya Statu han bean do

oorl'btd 'by ooce vho bt\ve ooon tb011 at potaotlall7 creat

or propertleo th&ll the Ba.o!.wln mine•. Tho prooont route 

'betwan tbo Xunlonc forey and the 01\luoo front lor pan

" to the north ot tbt Ya Statu, llll4 tbt northoro Va

ltatt area 1o entered oTtr a road ao4 t rAil extoDdln& 

aoutb froa a COJllloOUon with 1\ • 

llal\ I.blt I!!peJ>do on llrlthb GoTt!'!t!!"'· 

.t.eco~ to opll>lono exproooed In ottlclal clrcloo 

~ 
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UN, tho CODatnlction of tho hn& llalc or tho TUDl>Nl

~ railwq clapenda Oft wbother or not tho llr i Utb. Go•

orn.ent clacidoo tb.et •wider conoiderationo• JootifY 1t. 

S1nco tho rnilwo,y project wu lo.unchocl in Cb1no, thoro 

boo boon doubt on the llritioh oide that tho Cb.tnooo 

ooriouoly cono14erod tho completion or tho Uno, and tho 

obpticioa Of tho Jlritioh bU boon ohaJ'Od 'by 10"" or tho 

Chinooo ofrtcialo , tho auabor 1nclu4ins tho Cbineoo Vico 

111n1otor now 1n BaDgoon (re!oronco deopatch no. 162, of 

l!arch 24, 1939) . llr. J. r . .,.. •• ll , an J.aorican a4Tioor 

011 tho otdf of tho Control 'Bo.nlr: of Chill&, who b now &t 

tbio port in connoctioo with oll•or ohipconto from Chioa, 

oa;to tb.at in ChWlllldn& i t 1o conoidorocl tb.at tho funi10D

Burlra railwq crud not bo coaplotod in time to bo of 1>%\Y 

bonofit 1n tho proaont war, end that tho proJ ect to claoo

•4 u one o! aecond.a.r7 impOrtance . But Wr. Yaq and Ur. 

h told Brititb. offic1alo 1n J!ancOon that thor b.a4 ordOro 

to co~oto tbo uno 1n two and ono-balf 7ooro, and tbot 

tbio crud be dono 1f tbOJ WOJ'I O:>ablod to ob\aiD -tori-

all thr<N&h -· but not otborwtoo. 

Contract tor Tunnat>to.-Su1tu lldlw!IT• 

!bo Cbinooo Vico Uiniotor for Joroiso ~fairo ,.._ 

porto that on December 11, 1939, a contract for tho fi

no.nciDC of tho Yunnantu-Suitu railwo,y in Chi,., 1n•ol•ins 

croclito of 480 ,000 , 000 rronch tro.nco (about $10 ,750, 000 

a~ proooat ox~) , wu oubaitto4 to tho Jronch Go•

orze>Ont. It wu ortsi!Ull7 pro• lclo4 tbat tho coGtroct 

tb.CNlcl be oignod within ou weou, but later tho tiaO 

wu onondod t o o1x aont ho, and wboll tho Vlco llicioter 

loft ChunsldDC it bod "'~ booll o tcnod. !!o oq o that it 

.!! 
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1a \he ill \oat!. on of tho Ch1Ao10 Oon,._,t , ill tho oftnt 

tho OOiltr&Gt 1o oi.- d , to &ale tho ~rlthh 0oTIJ'DIMDt l.f 

lt doolroo to P87tlelpato i o tho flD&Doioc. OJld at t ho 

oaae tt.e to tAlco up vith lt tho quoatlon of tlllaoclal 

auhtaooo for tho TUIUl&D.Jlur:o& railvq, rorolsn cred

it• for tho purehaeo ot matorialo 604 other oupplioo tor 

that lbo are required. Tho conat ruction of t ho tvo 

rail...,. lll Chilla, and an • :nonaion of tho llur.a llail

vqo to tho border, would pn ~n rail eouection 

vith ~ho Tau;;tzo !!lnr. Tho nee IUilietor alao roporto 

that the eolltract oub!llttod t o tho lreneh Oonrnoont 

proTidll f or mlllOt'&l-proopoetlnc ri&)lte iA a ccu ortolld

lOC for 150 lclloaotoro on olthor oiclo of tho rllilvq, 

aD4 t hat attor it wao oub~ittod 1111 amendment to include 

eCM operat1nc right• ao well '"" aalcod. 

lew !oad Into China lro10 Rl ... r. 

Accordlnc to r eporto rocelTod biro b7 t ho Irra

va447 llotllla Co8p&AT. tho ~rltloh concern oper.tinc 

Tonole on t ho Irravod.d;r aocl other rinro i n - · vork 

hal etortod on a rood planned t o proTide a connection 

between tho Irrawodd.T Rlnr port of ~buo u4 tho ~

JUI'M hlci>VIQ" ln China, tolloTlnc tho old oaraT&n route 

throne~> ~AQUah, Chilla. It 11 oaid that IOYOral thou

oaod Mn aro at vorl< on tho road bltweon ~ha=o nnd '.\!oJl4-

JUOh, aod that ourYIJe aro belnc 11&41 bet,..on TonQUth 

aD4 paoohan, on tho Tunnan-!unl& hlcl>-..r. Tho cliotanco 

1o 11tt.&tod to bo }00 anoo or aoro. s.,. \ocal Chl

.,. .. aathorlt1oa alone t he old cara.,., route are report

ed to be parUcul&rl7 lAtlrllted ln tbe proJect. J. cood 

r014 t roa llhaiiO to a connocUen wit h till ~.!....-

hi"'"'"" 
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l:.l.p""" lo Ohio& voul4 be of 41at1nct a4• Mtac;o to lrrl\

w&ld:/ R!Yor tre!tic, and would tMllle t he Chlc.eu 0oYor!1-

4eol red to 4o eo. 

rod could not be built wt~b\n a 1 .ort tloo:e. w:U••~ ape-

:rorcea prorlded. 

~letrlwtloo: 

Reopeot!Ully youro • 

...... tin 0. :!lrndy 

.&:>er ic.., Coooul 

1. 1 ~ qul~tu 11c~'• t o t•~~t~~t . 

2. Cory for tmbaooy , Lon~n. 
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Secretnry of State, 

Vaabington. 

101. Y~ 31, noon. 

Pe1p1~ via H. R. 

Dated March 31. 194o 

Rec 1d 6:35 a.m. 

!he •Prortaional Ooverncent• ani the 1United Council' 

were dissolved here yeaterda,y, following vhlch the •north 

Chlua Political .&!!&ira Col:&iaa1on1 waa fo~ly iua~ated . 

The new commluion will take onr thoaa =ttera previously 

handled by the 1 Prov1a1onal Govc~~ent• and will have 

jurisdiction over Kopel, Shnntung an~ Sh&nsl Provlr~e• 

and the special municipalitiea of Pe1p1ng, Tientsin and 

Taingtao. It ie reported that t he CoGmiasion ia ezpowered 

to conduct nagotiationa wi th Japan. ·~bulalo· and 
1
Y.ea«-

chang" fer the settlement of local caaee and alao to dh

pcae of local caaea iuoolvln& fore!~ intereata. It 11 

Ullder•tood that the 1 Pederal l!e .. rve Back' will not be 

affected by the announcement of t he new NMk:ing Govern

ment ' e propoa&l to eotnbl1ah a centrt.l bank. 

The 1naugurat1on of the new Co~tslon wae marked 

by an alzoat complete abaanc~ of tho usual celebration•· 

'!here were no pe.radoa or publiC :actin&• ano:l. t he lua~ 
cere110niea 

1 ()~ 
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cereaoa.iee were attended oDl;r by the oftieiale eonceroed. 

'Dle Chin .. • n::~tlonel flq, with white CUll ADd blue eq, 

waa flown onr a few 1 goven>Mnt• bulldlnga, with banner 

aU&Ohed bearlnc the eharactera aeanlD& •peue•, antl

Comlntern and ~tlonal eonetruetlon•. 

A fv.rthtr J'8A)ort on the new Oouhalon will be 

aent. t.o1110rrow, 

Bepeat.d t.o Cllwl8ldn&o Sb&nt;h&l. B;r Air 111&11 to 

!oqo. 
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